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Abstract 
 

Banks are playing an important role in the development of an economy. They are perform-

ing the intermediary role in channeling funds from surplus units to deficit units (from sav-

ers to investors) in the form of loans to various sectors. The main risk they face during this 

lending process is credit risk.  

 

Surinamese Banks are the main players within the Surinamese financial sector. They pos-

sess around 75% of all assets within the financial sector. From this part, 75% of all bank 

assets are owned by the three largest banks of Suriname. Most of their income are generated 

true traditional lending services (interest income). The dollarization and Nonperforming 

loan ratio of Surinamese banks are higher than banks in Trinidad & Tobago. The major 

risks Surinamese banks face are: credit risk, concentration risk and foreign currency risk. 

 

The current macro-economic developments of Suriname has impacted the Surinamese 

banks as follows:  

- Increase of credit risk i.e. Nonperforming Loans and write offs due to the past due 

payments of the Government longer than 12 months to their suppliers. 

- Adjusting provision policy i.e. decreasing profitability ratios of the banks. 

- Increase of dollarization of the credit portfolio. 

- The bank capital to absorb external (economic) shocks deteriorated. 
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Chapter 1  Purpose and scope of the thesis 

 

1.1  Introduction 

 

The banking sector is indispensable as they play a key role in the development of the econ-

omy. The economic progress of a nation and development of banking is invariably interre-

lated (European Journal of Business and Management, Vol.5, No.32, 2013). According to 

Mishkin (2009), without a well – functioning banking sector, it is very hard for an economy 

to reach its full potential. The primary function of the banking sector can be expressed as 

follows: 

Figure 1: The primary function of banks 

 

Source: The Economics of Money, Banking and Financial Markets, Mishkin 2009, p. 26 

 

As expressed above, banks are performing the intermediary role in channeling funds from 

surplus units (savers) to deficit units (investors) in the form of loans to various sectors 

(indirect finance). This lending function is the main activity of traditional commercial 

banks and their credit portfolio is the main assets and vital source of revenue for these 

commercial banks. Lending decision of a bank is very important, because it determines the 

future profitability and performance of the bank. Thus the success of banking is based on 

their profit and the quality of assets they possess. As noted by Ramachandra (2007), it has 

to be accepted that banking business, by its nature, is fraught with risk of non-repayment.  
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1.2  Problem statement and sub questions 

 

Taking the Surinamese financial sector in consideration we see the following asset distri-

bution of the financial sector: 

Table 1: Distribution of the assets of the Surinamese financial sector 

 

Source: Central Bank of Suriname 

 

According to the table above we conclude that Surinamese banks own more than 75% of 

the total assets of the Surinamese financial sector. During the years their share in the finan-

cial assets is also increasing. This implies concentration risk of banks within the Suri-

namese financial sector. Taking this concentration risk in mind, the traditional banking 

system of Suriname and the fact that loans are the main assets of the Surinamese banks, 

implies that their credit portfolio should be managed and controlled very secure. Any prob-

lem in their credit portfolio can harm the entire Surinamese financial sector. To analyze the 

quality of the credit portfolio of the Surinamese banks I have carried out this research.  

 

The main question of my research is formulated as follows: 

Which are the key risks in the credit portfolio of Surinamese banks in comparison with 

banks in Trinidad & Tobago? 

 

To answer the main question the following sub questions have been formulated: 

1. Which are the most important profit generating assets of banks? 

2. Why is it important for banks to manage and control its credit portfolio very secure? 
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3. What are the differences and similarities in the structure of the banking sector in Suri-

name and Trinidad? 

4. Which are the existing key risks in the credit portfolio of the Surinamese banks? 

5. What actions should be taken by the Surinamese banks to improve the quality of its 

credit portfolio? 

 

1.3 Methodology  
 

This research is primary based on comparative analysis. The theoretical framework is based 

on desk research. To analyze and compare the trends and developments secondary data is 

used from 2008 – 2014.  To describe the impact of the current macro-economic situation 

of Suriname on the banking sector most latest available data from 2008 is presented. The 

Surinamese credit portfolio will also be compared with the Trinidad banking credit portfo-

lio. Trinidad is chosen as comparative country, because of their well-developed financial 

system, their ownership of the large regional banks and their Caricom membership. Trini-

dad is also as Suriname a commodity based economy.  

 

1.4 Relevance  
 

The aim of this study is to analyze and compare the quality of the credit portfolio of Suri-

namese Banks with banks in Trinidad. Existing key risks are indicated and policy recom-

mendations are made to improve the quality of the Surinamese credit portfolio to guard a 

sound financial sector. 

 

1.5 Structure of the thesis 

Chapter 2 starts with describing the challenges that banks face during their operations. 

Nonperforming Loans and its stringent regulations are presented. Chapter 3 provides an 

overview of the Surinamese Banking Industry. In chapter 4 the analyses and findings re-

garding the comparison of the banking sector in Suriname and Trinidad & Tobago are pre-

sented. Chapter 5 describes the impact of the current macro-economic situation of Suri-

name on the banks. Finally in chapter 6 the conclusions and recommendations are pre-

sented. 
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Chapter 2 The banking business environment 

 

This chapter starts with describing the balance sheet of a traditional commercial bank. 

Then, it describes the challenges and risks the banks have to face during their lending 

process and how to mitigate it. After that, the impact of NPLs on the banks, its obligatory 

provision requirements as determined by international regulators and the determinants of 

NPLs are discussed. Finally, Financial Soundness Indicators are described.  

--------------------------------------------------------------------------------------------------------------------- 

2.1 The balance sheet of a commercial bank 

A balance sheet is a financial report that shows the value of a company's assets, liabili-

ties, and owner's equity on a specific date. An asset is anything that can be sold for value. 

A liability is an obligation that must be paid and it is a claim on the assets. The owner's 

equity in a bank is often referred to as bank capital, which is what is left when all assets 

have been sold and all liabilities have been paid.  

Below is illustrated an abbreviated balance sheet of a commercial bank: 
 

Assets (Uses of funds)1 SRD Liabilities (Sources of funds) SRD 

Cash  Checking deposits  

Securities  Non-transaction deposits  

Loans  Borrowings  

Other assets 
 

Bank capital 
 

Total  Total  

Source: Authors own design 

 

Assets 

Cash: To assist in the transactional and circulation function of money, banks are holding 

cash to supply cash on demand, whether it is a depositor withdrawing money or writing 

a cheque or a bank customer drawing money on a credit line. 

                                                           
1 In order of decreasing liquidity. 
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Securities: Banks are holding securities in order to earn money (investment and diversi-

fication of income purposes). The primary securities banks owns are normally govern-

ment bonds. These bonds are liquid, less risky and tradable. That’s why the return on 

these bonds are normally low. 

Loans: Banks make their profit primarily by issuing loans. A loan is a liability for the 

individual or corporation receiving it, but an asset for a bank, because it provides interest 

income to the bank. As stated by Mishkin (2009), more than half of bank revenues are 

generated by issuing loans (other revenues are also fee income). Because of the lack of 

liquidity and the higher default risk of the credit portfolio, the banks earn its highest 

return on loans. 

Other assets: Bank buildings, computers and other equipments are included in this cate-

gory. 

Liabilities: 

Checking deposits: These are bank accounts that allow the owner of the account to write 

cheques to third parties or to withdraw cash at any moment. The bank is obligated to pay, 

that’s why it is a liability for the bank. A checkable deposit is an asset for the depositor, 

because it is part of his or her wealth. Little or no interest is paid to these deposits. 

Non-transaction deposit: This includes saving accounts and time deposits. Savings ac-

counts are not used as a payment system, which is why they are categorized as non-trans-

action deposits and that is also the reason why banks pay more interest. Time deposits have 

a fixed maturity length and that’s the reason why banks compensates the depositor with a 

higher interest rate. According to Mishkin (2009), non-transaction deposits are the primary 

source of bank funds. 

Borrowings: These are funds borrowed by the Central Bank or other commercial banks. 

Bank capital: This is the banks net worth, which equals the difference between total assets 

and total liabilities. Bank capital is raised by selling new equity (stock) or from retained 

earnings.  
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2.2. Challenges in the banking sector 

 

2.2.1. The theory of Asymmetric Information: Adverse selection and Moral Hazard 
 

As mentioned earlier the most profit generating assets of banks are loans that have been 

provided to individuals or corporates. This lending – borrowing process of banks consists 

a minimum of two parties. In this process one party does not know enough about the other 

party to make accurate decisions. A borrower who takes out a loan usually has better in-

formation about the potential returns and risk associated with the investment projects for 

which the funds are remarked than the lender does. This information inequality is called 

asymmetric information.  

Lack of information creates problems in the banking sector on two fronts namely before 

the transaction and after the transaction: 

- Adverse selection: This problem is created by asymmetric information before the trans-

action occurs. Adverse selection occurs when the potential borrowers who are most 

likely to produce an undesirable outcome, the bad creditors, are the ones who most 

actively seek out a loan and are the most likely to be selected. Because adverse selection 

makes it more likely that loans might be made to bad creditors, the potential for credit 

risk increases. Lenders may decide not to make any loans even though there are good 

creditors in the marketplace. 

- Moral Hazard: This problem is created by asymmetric information after the transaction 

occurs. Moral Hazard is the risk that the borrower might engage in activities that are 

undesirable from the lender`s point of view, which make it less likely that the loan will 

be paid back. This is a potential for facing credit risk. Because Moral Hazard lowers 

the possibility to pay back the loan, lenders may decide that they would rather not make 

a loan. 

Source: The Economics of Money, Banking and Financial Markets, Mishkin 2009 

 

During their lending process, banks should pay much attention to the following actions: 

1. Screening: This should be done very secure before the lending transaction takes 

place in order to minimize the risk of adverse selection. 
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2. Monitoring: This occurs after the loan has been provided and is done to minimize 

the risk of moral hazard. 

3. Enforcement: When a debtor fails to pay back the loan, the bank has to execute the 

securities which were provided as collateral. This is done to collect at least the prin-

cipal amount in order to minimize potential losses. 

During the lending process the screening and monitoring should be done very secure and 

on frequent basis to minimize potential loan losses. Lending is not just a matter of making 

loan and waiting for repayment. Loan must be monitored and closely supervised to prevent 

loan losses. 

 

2.2.2. Risk profile of the banking industry 
 

During their lending process banks are facing different types of risk. The three major risks 

banks face are: 

 

1. Credit risk 

Credit risk is by Bank for International Settlements (BIS) defined as the potential that a 

bank`s borrower or counterparty will fail to meet its obligations in accordance with agreed 

terms. Loans are the largest and most obvious source of credit risk. The goal of credit risk 

management is to maximize a bank's risk-adjusted rate of return by maintaining credit risk 

exposure within acceptable parameters. Banks need to manage the credit risk inherent in 

the entire portfolio as well as the risk in individual credits or transactions. The effective 

management of credit risk is a critical component of a comprehensive approach to risk 

management and essential to the long-term success of any banking organization.  

 

2. Market risk 

The Basel Committee on Banking Supervision defines market risk as the risk of losses in 

on- or off-balance sheet positions that arises from movements in market prices. Market risk 

is thus the risk of losses in the bank’s trading book due to changes in equity prices, interest 

rates, credit spreads, foreign-exchange rates, commodity prices and other indicators whose 

values are set in a public market.  Market risk is prevalent mostly among banks that are 

into investment banking since they are active in capital markets. 
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3. Operational risk 

According to the Bank for International Settlements operational risk is defined as the risk 

of loss resulting from inadequate or failed internal processes, people and systems or from 

external events.  This risk arises in almost all bank departments due to (human) errors or 

mistakes or failures in IT systems. 

Other types of risk that banks have to deal with are liquidity risk, reputation risk, compli-

ance risk, political risk, etc. 

2.2.3. The Three lines of Defence 
 

Enterprise risk management (ERM) facilitates management’s desire to effectively govern 

and manage the enterprise’s approach to risk management and to create sustainable value 

to its stakeholders. Effective ERM involves the strategic implementation of the Three lines 

of Defence.                              

 Figure 2: The Three lines of Defence 

 

Source: The three lines of Defence in Effective Risk management and control 

 

The three lines of Defence model describes that at each line of defence there needs to be 

risk governance guidance to support the ERM framework. The first line of defence de-

scribes the controls an organization has in place to deal with the day-to-day business. The 

second line of defence describes the committees and functions that are in place to provide 
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an oversight of the effective operation of the internal control framework. These committees 

review the management of risk in relation to the particular risk appetite of the business as 

determined by the board. The third line of defence describes the independent assurance 

provided by the board audit committee. This third line role can be compared to that of a 

goalkeeper in a football match.  When the ball is lost in midfield (first line) and the defence 

(second line) fails to pick up the opposition’s attack, it is left to the goalkeeper (third line). 

 

2.3. Nonperforming Loans 

If a borrower fails to pay back the loan and its interest conform the loan agreement, such a 

loan is qualified as a Nonperforming Loan (NPL). A loan is Nonperforming when pay-

ments of interest and /or principals are past due by 90 days or more, or interest payments 

equal to 90 days or more have been capitalized, refinanced, or delayed by agreement, or 

payments are less than 90 days overdue, but there are other good reasons to doubt that 

payments will be made in full (IMF Working paper, The Treatment of Nonperforming 

Loans, July 2005, p. 4). In other words a NPL is a loan whose credit quality has deteriorated 

and the full collection of principal and/or interest as per the contractual repayment terms 

of the loan is in question and delayed for more than 90 days. Practically speaking, a NPL 

is a loan that is “not in compliance” with the original loan agreement (Grieser et al., 2009). 

According to the previous definition of NPL, the three important characteristics of a NPL 

are: 

1. Deterioration of the credit quality; 

2. The repayment of principal and / or interest is doubtful; 

3. Delay of principal and / or interest payment for more than 90 days. 

NPLs are undesirable outputs or costs to loaning banks which decrease the bank’s profita-

bility. The formula to calculate NPL ratio is as follows: 

 

NPL ratio = (Nonperforming Loans / Total Loan Portfolio) x 100% 

There is no global standard or a determined regulatory norm to define NPL at the practical 

level. Variation exists in terms of the classification system, the scope, and contents.2 

                                                           
2 The causes of Non-Performing Loans in Commercial Banks in Kenya, Monicah Wan-

jiru Muriithi, 2013, page 2. 
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2.3.1. Provision requirements for NPL 
 

According to Bank of International Settlements banks should make provisions for Nonper-

forming Loans. The standard loan classifications and provision requirements are defined 

as follows: 

Table 2: Provisions for NPL according to Bank of International Settlements 

Loan type Description Provision re-

quirements 

Passed Loans in this category are performing and have 

sound fundamentals.  

 

- 

Special Mention Loans in this category are performing, but have 

potential weaknesses which, if not corrected, may 

weaken the loan and the bank’s asset quality. 

- 

Substandard Loans in this category have well-defined weak-

nesses, where the current sound worth and paying 

capacity of the borrower is not assured. Orderly re-

payment of debt is in jeopardy. 

10%  

Doubtful Doubtful loans exhibit all the characteristics of 

substandard loans, with the added characteristics 

that collection in full is highly questionable and 

improbable. 

50% 

Loss Loans are considered uncollectible and of such lit-

tle value that their continuance as bankable assets 

is not warranted. 

100% 

Source: Bank of International Settlements 

 

The last 3 categories loans, namely substandard, doubtful and loss are considered as Non-

performing Loans. 
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2.3.2. Impact of Nonperforming Loans on the financial position of banks 

 

As mentioned earlier NPL have large negative impact on banks. To know exactly how this 

influences the financial position of a traditional commercial bank, the below abbreviated 

balance sheet and profit and loss account are presented: 

 

Balance sheet of a traditional commercial banks 
 

Source: Authors own design 

 

If a loan is considered as uncollectible or there is enough evidence that the repayment of 

the principal and / or interest (partially or fully) is doubtful, these loans are considered by 

the regulators as “loss”. This type of loans banks should write off of their loan portfolio. 

Banks are not anymore allowed to consider interest payment from these type of loans as 

interest income. When the bank writes off a loan, the loan portfolio decreases (debit part 

of the balance). On the other hand the write off will be charged off of the bank loan loss 

reserves. All these lead to diminishing of the total loan portfolio, the provisions i.e. reserves 

and the total balance, which leads to a deterioration of the solvency (equity / total balance) 

and liquidity (short term assets / short term liabilities) ratio of the banks. Thus a loan write 

off has negative impact on solvency and liquidity of a commercial bank.  
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Profit and loss account of a traditional commercial bank 

Source: Authors own design 
 

When the credit quality of a provided loan is being deteriorated i.e. the client fails to repay 

the principal and / or interest according to the agreement, the bank should make provisions 

according to the regulations. This lead to the increase of the account “provisions for loan 

losses” on the profit and loss account. The impact of the increase of this account is that the 

net profit of the bank diminishes. Thus, provision for loan losses has negative impact on 

the profitability of commercial banks. 

 

2.3.3. The determinants of Nonperforming Loans according to the literature 

 

The literature identifies two sets of factors to explain the evolution of NPLs over time. One 

group focuses on external events such as the overall macroeconomic conditions, which are 

likely to affect the borrowers’ capacity to repay their loans, while the second group focuses 

on bank specific factors.3Internal factors are controllable which the bank can prevent 

through using suitable methods, determination and elimination of weaknesses and im-

provement of processes. Whereas, external factors can`t be controlled by bank managers 

and are caused by external environment including effect on implementation of decisions 

and also government policies. According to Ramachandra (2007), Klein (2013), Gadise 

(2014) ed al., the factors that might have impact on NPLs are: 

 

                                                           
3 IMF Working Paper, Non-Performing Loans in CESEE: Determinants and Impact on 

Macroeconomic Performance, Nir Klein, 2013 

Income Interest income 

 Interest expenses - 

 Interest margin 

 Other income + 

(A) Total Income 

Expenses Staff cost 

 Operating cost 

 Depreciation 

 Provision for loan losses 

 Other costs         + 

(B) Total expenses 

(A - B) Net profit 
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Macroeconomics i.e. external conditions: 

- Exchange rate fluctuations; 

- Inflation rate; 

- Changes in interest rate; 

- Government policies towards taxation and trade policies; 

- Time/Cost overrun while implementing the project, which is financed by the bank; 

- Business failures like product failing to capture market, inefficient management, 

strained labor relations, old technology and product obsolescence; 

- Recession in some foreign countries and adverse exchange rate. 

 

Bank specific factors i.e. internal factors: 

- Lack of experience and expertise of bank personnel to make a proper loan intake; 

- Lack of effective monitoring and supervision; 

- Weakness of legal infrastructure; 

- Lack of effective debt recovery strategies; 

- Diversion of bank funds; 

- Fraud, software and hardware problems; 

- Insufficient protection and reaction against hackers. 

 

The literature suggest the following remedies for reducing i.e. containing NPLs: 

- Proper selection of the borrower / activity; 

- Financing only viable schemes; 

- Extending need based financing; 

- Ensuring proper end-use; 

- Proper post sanction follow up (quick actions); 

- Regular contact with borrowers; 

- Regular monitoring of the accounts (early warning signals). 

Source: Management of Non – Performing assets in banks and financial Institutions. Ra-

machandra B. (2007).  
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2.4.  Financial soundness indicators 

 

Financial Soundness Indicators (FSI`s) are statistical measures for monitoring the financial 

health and soundness of a country’s financial sector, and its corporate and household coun-

terparts. They are introduced to safeguard financial stability. According to the IMF (2004), 

a financial system is in a range of stability whenever it is capable of facilitating (rather than 

impeding) the performance of an economy, and of dissipating financial imbalances that 

arise endogenously or as a result of significant adverse and unanticipated events. Thus the 

financial stability is that situation in which the financial system is capable to:  

(1) allocate resources efficiently between its activities and over time; 

(2) assess and manage financial risk and  

(3) to absorb shocks.  

 

In this study the following key FSI`s are discussed: 

- Capital Adequacy Ratio (CAR): The CAR measures the health of the banking industry. 

This ratio requires that banks hold enough resources to absorb shocks. The minimum 

required capital is 8%.The CAR is calculated as follow: 

a. Regulatory capital divided by risk weighted assets and 

b. Regulatory Tier 1 capital to risk weighted assets. 

- Asset quality: This is a review or evaluation assessing the credit risk associated with 

the assets, especially credit portfolio, held by the bank. Asset quality is thus the meas-

urement of the credit quality. Banks are concerned with the quality of their loans since 

that provides earnings for the bank. They often assess the quality of assets by assigning 

a numerical ranking i.e. credit rating to each asset depending upon how much risk is 

involved. This allow them to assess how much allowance for potential losses they must 

make if needed. 

- Earnings and profitability: This ratio measures the amount of return on an investment 

relative to the investment`s cost (Return on Investment (ROI)). This ratio also calcu-

lates the ability of the business to generate earnings in relation to the book value and 

shareholders’ equity as compared to its expenses during a specific period of time (Re-

turn on Equity (ROE)).  

https://en.wikipedia.org/wiki/Loan
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- Liquidity ratio: This ratio measures the ability of the bank to meets its short term obli-

gations. The higher the value of the ratio, the larger the margin of safety that the bank 

possesses to cover short-term debts. 

 

In the below table the core Financial Soundness Indicators are described: 

Table 3: Core Financial Soundness Indicators 

 Indicator Description 

Capital Adequacy Ratio Regulatory capital to risk 

weighted assets 

Broad measure of capital, 

including equity, retained 

earnings,  subordinated 

debt, tax credits and unre-

alized capital gains 

Regulatory Tier 1 capital to 

risk –weighted assets 

Highest quality capital, eq-

uity and retained earnings, 

relative to risk weighted 

assets 

Asset quality Non-performing loans net 

of provisions to capital 

Additional provisions that 

may be needed to cover 

credit losses relative to 

capital 

Non-performing loans to 

total gross loans 

Indicates the credit quality 

of the banks’ loan portfolio 

Indicates the credit quality 

of the banks’ loan portfolio 

Exposure to concentration 

of risk on  particular sec-

tors 

Earnings and profitability Return on assets (ROA) 

and return on equity (ROE) 

Scope to offset losses rela-

tive to capital or loan and 

asset portfolio 

Liquidity  Liquid assets to total assets 

and liquid assets to short 

term liabilities 

Vulnerability to loss of ac-

cess  sources of funding or 

a run on deposits 

Source: International Monetary Fund 

http://www.investopedia.com/terms/m/marginofsafety.asp
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Conclusion 

In most traditional financial markets banks are the key players. The most important profit 

generating asset of banks are their credit i.e. loan portfolio. The credit portfolio of the banks 

should be managed and controlled very secure, because of their negative impact on the 

balance sheet and profit and loss account and to safeguard a sound financial system. The 

three key risks banks face in their daily operations are credit risk, market risk and opera-

tional risk. According to the ERM to contain these risks the implementation of the Three 

lines of Defence is needed. To absorb potential loan losses banks should make provisions 

as set by the regulators. 
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Chapter 3 An overview of the Surinamese Banking sector 

 

In this chapter the structure of the Surinamese Financial Sector is described. After that, 

the characteristics and regulations of the Surinamese Banking Sector is mentioned. Fur-

thermore, NPL regulations according to the Central Bank of Suriname is discussed. 

--------------------------------------------------------------------------------------------------------------------- 

3.1 Structure and Characteristics of the Surinamese Financial Sector 
 

 

The Surinamese Financial Sector is a small and not well developed market with mainly 

primary banks as the large players. According to the table presented in the introduction 

(page 2), the main players of the Surinamese Financial sector are the banks. They hold 

more than 75% of all assets within the financial sector. The banking sector of Suriname 

consists of eight commercial banks4 (primary banks) and two secondary banks. 

 

According to the IMF Country Consultation – Staff report 2014 no. 14/316 (page 36), the 

banking sector of Suriname is dominated by three large banks. These three large banks 

have a market share of almost 75% of total assets of all banks. It is clear from this substan-

tial market share that the banking industry in Suriname is highly concentrated by the three 

large banks. The other 6 banks are relatively small and government or private owned. 

 

The main focus and also the largest part of revenues of the Surinamese banks are the tra-

ditional banking products namely lending. There are no sophisticated products such as fi-

nancial derivatives rather than only the traditional banking products. Most of the banks 

focus on lending to the following two type of clients: 

- Retail banking: Loans and bank services are provided to individuals. Some of the prod-

ucts are: Mortgage, private loans, object lending, etc. 

- Corporate banking: Corporate loans and bank services are provided to Small Business 

Units and Corporates. Some of the products are: Investment lending, asset based lend-

ing, working capital, Letter of Credits and bank guarantees. 

                                                           
4 The Volkskrediet Bank N.V. and the Landbouwbank N.V. have been merged. 
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A huge part of the bank revenues are interest income from their lending activities. Most of 

their interest income are generated by the Corporate Lending. Beside these interest income, 

banks also generate fees from providing services for example international transfer, foreign 

currency exchange, intermediation role, etc. 

The money and capital market in Suriname is underdeveloped. There is a small stock ex-

change for the secondary market, but this stock exchange is managed by a few companies, 

has a limited character and is not fully accessible. 

The Surinamese Banking Industry can be described as an oligopoly market whereby a 

leader-follower situation is applicable. Interest rates, fees and the launch of new products 

are dictated by the market leader and are adopted by the other market participants (“fol-

lowers”). As the banking industry in Suriname is small scaled, interest rate is not a com-

petitive instrument. Competitive advantages in this branch are more oriented on service, 

delivery time, banking product development and innovation. Because of the vast develop-

ment in the ICT industry there is substantial IT-related product development. Currently the 

focus is more on the use of electronic distribution channels for example internet banking, 

mobile banking and development in the ATM and POS systems (Ivel Wong Chung, 2011). 

 

There are no credit rating agencies in Suriname yet for the due diligence on clients to sup-

port credit application. Deposit guarantees are not in place. Since 2013 the CBvS started 

to prepare a draft document regarding credit rating agency and deposit guarantee system 

(CBvS annual report 2013). As mentioned in the Financial Stability Report (2015), by law, 

a deposit insurance scheme must be implemented by 2016 at the latest. Till this moment 

no deposit insurance scheme is yet in place.  

 

3.2 Regulations of the Surinamese Banking sector 

According to the Law on Supervision of Banks and Credit Institutions (Wet Toezicht Bank- 

en Kredietwezen 2011 (S.B. 2011, no. 155), the Central Bank of Suriname is the supervisor 

of the banking and credit system in Suriname.5 The monetary tool that is used since 2003 

                                                           
5 Retrieved from the website of Central Bank of Suriname, www.cbvs.sr dated 7 April 

2015 

http://www.cbvs.sr/
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is reserve requirements. As per November 2015, the reserve requirement percentage for 

lending in local currency is 35% and lending in foreign currency is 50%. On-site and off-

site inspections are also done by the CBvS (CBvS annual report 2013). Further the super-

vision of the CBvS is based on Basel 1 (partly) and some specific subjects from Basel II 

regulations. 

According to the supervision of banks, the CBvS has formulated 5 directives, which are 

effective since 1 January 2005: 

- Solvency requirement: This concerns the minimum required equity of banks. Every 

bank is required to have a total equity of at least 8% of their risk weighted assets. 

- Credit classification and provision: This regulation deals with the classification of 

credit facilities according to their risks and the provisioning of bad debts. 

- Large debtors` policy: This regulation deals with large provided credit facilities by the 

banks. Approval from the CBvS is needed for every credit facility that is larger than 

25% of the equity of the bank. 

- Insiders lending: This regulates the approval process of credit facilities larger than 5% 

of the equity of bank to insiders such as managers, board members and shareholders. 

- Immobilia regulations: This regulation deals with investments of banks in fixed asset 

and other financial investments. 

Source: Central Bank of Suriname 

 

In July 2014 two of the below mentioned directives has been strengthened as follows: 

1. Solvency requirements 

The solvency ratio has been increased from of 8% to 10%. Banks should comply with 

the new norm as follows: 

Date Minimum Solvency ratio 

Ultimo 31 December 2014 8,25% 

Ultimo 31 December 2015 8,75% 

Ultimo 31 December 2016 9,50% 

From 30 June 2017 10,00% 

 Source: Central Bank of Suriname 
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2. Credit classification and provisioning 

The reservation for provisioning should now be calculated by the required amount of pro-

visioning without deducting the value of collateral (before this was after the deduction of 

collateral value). The required provision should be done as follows: 

Period Minimum provision requirement 

Through December 2014 Minimum 25% of the calculated required provisions 

Through December 2015 Minimum 50% of the calculated required provisions 

Through December 2016 Minimum 75% of the calculated required provisions 

From 30 June 2017    100% of the calculated required provisions 

Source: Central Bank of Suriname 
 

Beside the above strengthened directives, the CBvS introduces the following new direc-

tives since April 2015: 

1. Corporate Governance Code for banks. 

2. Directive good management of financial institutions. 

3. Directive capability of the Board of Directors and Executive Board. 

4. Directive internal auditing. 

5. Directive integrity principles. 

6. Directive of the system of internal control. 

7. Directive interest rate risk management. 

8. Directive foreign currency position. 

9. Directive liquidity risk. 

Source: Central Bank of Suriname 

 

3.3 Nonperforming Loans 
 

According to directive 2 of Central Bank of Suriname, a NPL is defined as follows: A credit 

facility of which payments of interest and /or principal are past due by 90 days or more, or 

interest payments equal to 90 days or more have been capitalized, refinanced, or delayed 

by agreement. The standard loan classifications as set by CBvS for the Surinamese Banks 

are as follows: 
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Loan category Provision requirements Period 

Pass To decide by the bank - 

Special Mention 5% - 

Substandard 10%  90 – 179 days 

Doubtful 50% 180 – 364 days 

Loss 100% >365 days 

Source: Central Bank of Suriname 
 

 

As mentioned earlier there is no global standard to define NPL at a practical level. The 

benchmark that is used by the CBvS is a NPL ratio of maximum 5% (CBvS Annual Report, 

2013). As cited in the annual report 2014 of the CBvS, page 17 and expressed in the below 

chart, the NPL ratio of the Surinamese Banks is according to the benchmark of CBvS con-

sidered as high. In the below chart the NPL ratio of the Surinamese banking industry over 

the period 2004 – 2014 is presented: 

 
 

 

Source: Central Bank of Suriname 

 

No detail data of NPL for example per sector or per bank is available to analyze the causes 

better. Only one of the eight banks of Suriname namely Finabank N.V. is presenting their 

NPL ratio in their annual reports. 
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Chapter 4 Analyses and findings 
  

In this chapter the credit portfolio of Surinamese banks and banks in Trinidad & Tobago 

is analyzed. Some general data will be presented first. After that some financial soundness 

indicators as presented in chapter 2 are discussed.  

------------------------------------------------------------------------------------------------------------ 

4.1 Comparison of general (bank) indicators 
 

First we analyze the distribution of the assets of the financial sector in both countries as 

per 2014.  
 

Suriname    Trinidad & Tobago 

 

Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 

  

From the above pie`s we conclude that there is a variety of financial products and institu-

tions in Trinidad & Tobago. Their financial sector and their financial infrastructure are well 

developed. The type of financial players is limited in Suriname, but the commercial banks 

represent most of the financial products through their own subsidiaries (for example Trust 

Company`s). No specific data of these quasi financial institutions are available. Commer-

cials banks dominates the Surinamese financial market, while commercial banks in Trini-

dad & Tobago possess less than half of the financial assets, but are still the largest player 

in the financial market. 

 



23 

 

In the table below some general (bank) indicators regarding the financial sector of Suri-

name and Trinidad & Tobago are presented: 

Table 4: Comparison of general (bank) indicators as per 2013 / 2014 

Nr.  Indicator Suriname Trinidad & Tobago 

1. Credit rating6 B+  

(negative outlook) 

A- 

(negative outlook) 

2. Number of banks 8 8 

 a. Local bank 7 2 

 b. Foreign bank 1 6 

3. Number of SIFIs in total number 

of banks 

3 of 8  4 of 8  

4. Number of banks per population 1/67.625 1/166.000 

5. Contribution of Financial Indus-

try in GDP 

4% 12% 

6. 
Efficiency ratio 64.6% 66.6% 

7. 
Total asset of banks7 USD 1.5 bn8 USD 128.8 bn 

8. Spread between average deposit 

and lending rate 

6.6% 7.48% 

9. 

Monetary Instrument 

Reserve requirements 

(open market policy) 

Mainly interest rate 

management 

10. 
Loan to deposit ratio  

59,2% 58,9% 

11. 
Foreign exchange deposit in rela-

tion to total deposit 

52% 21% 

12. 

Stock exchange 

The Suriname Stock 

Exchange 

Trinidad and Tobago 

Stock Exchanges 

13. 
Stock market capitalization 

USD 308.7 mln USD 109.1 bn 

Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 

 

As per April 2016 Suriname has been downgraded by Standard & Poor`s to B+ with a 

negative outlook. Trinidad & Tobago has also been downgraded by Standard & Poor`s to 

                                                           
6 As per April 2016 rated by Standard & Poor`s. 
7 Exchanged in USD through a Central Bank exchange rate of 6.60 for both countries as 

per may 2016. 
8 As per December 2013 
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A-. Even Trinidad & Tobago has a negative outlook. The reason for the downgrading is 

the deterioration in the financial position of the countries which is caused by large drop in 

international commodity prices mainly oil and gold. The revenues of the countries have 

been dropped drastically. 

 

All banks of Suriname are local banks except the Republic Bank Suriname, which is for-

eign owned. In Trinidad and Tobago six of the eight banks are foreign owned. Only two 

are local banks.  

 

It is obvious that banks in Suriname are “over crowded”. There are eight banks in Suriname 

with a population of 540 thousand. Trinidad and Tobago has with a population of 1.3 mil-

lion also eight banks. Geographically the banks in Suriname are concentrated in central 

Paramaribo and central Nickerie. Only some banks has a branch in Albina, Commewijne, 

Saramacca, Lelydorp and recently Apoera.  

 

The contribution of the financial sector in the GDP is three times greater in Trinidad & 

Tobago than in Suriname. Also the value of total assets of the commercial banks in Trini-

dad and Tobago is nearly 85 times greater than the total assets of commercial banks in 

Suriname, because banks in Trinidad & Tobago has regional and/or international opera-

tions (see figure 4: Cross Border Financial Linkages of the four Domestic Commercial 

Banking SIFI`s per December 2015). They are providing different types of services in dif-

ferent countries and have large number of transactions. Due to the size of their financial 

sector (large scaled), they are able to take advantages from economics of scale. On the 

other hand Surinamese banks are only operating locally (only one foreign bank in Suri-

name) and are focused on providing traditional banking services within the country. 

 

Very important monetary instrument in Suriname is reserve requirements. The current re-

serve requirement is respective 35% for the SRD and 50% for foreign currency. In Trinidad 

& Tobago the Central Bank uses a combination of direct and indirect monetary instru-

ments. Mainly the interest rate is managed namely the Repurchase rate (REPO rate).  
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The foreign deposits in Trinidad & Tobago count for around 20% of all deposits, while 

more than half of all deposits in Suriname are in foreign currency. The high foreign cur-

rency deposit rate in Suriname is due to the lack of confidence in the local currency, the 

high inflation (double digit) and the instability of exchange rate within Surinamese econ-

omy. 

 

The stock exchange in Trinidad & Tobago is well developed and has a market capitaliza-

tion which is much greater than the less developed stock exchange in Suriname. There is 

also a bond market in Trinidad & Tobago. Suriname does not have any bond market. 

 

4.2 Credit portfolio comparison  
 

The credit portfolio of Surinamese banks 

            
          (X 1.000 SRD) 

 

Source: Central Bank of Suriname 
 

The credit portfolio of banks in Trinidad & Tobago 

(In TT$ M) 2014 In % 

   Public Sector             8,127.60 14% 

   Business loans           24,446.50 42% 

   Consumer 25,452.30 44% 

   Total 58,026.40 100% 

 Source: Central Bank of Trinidad & Tobago 
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Business Loans 

 

 Consumer loans 

 

Source: Central Bank of Trinidad & Tobago 

 

Suriname is considered as an import economy. Almost all items are imported. Some com-

modities as gold and oil are exported. It is obvious that most of the loan facilities of banks 

has been provided to the trade/commerce sector. Because of the large initiated infrastruc-

tural and construction projects by the Government in the past years the sector construction 

is the second largest sector in receiving loan facilities from banks.  The sector “Other” 
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includes consumer lending and loan facilities to the Surinamese Government. These three 

sectors received almost 70% of all loan facilities from the banks. Credits in Suriname dou-

bled in 2014 in comparison with 2008. Credits to the sectors Mining and Services grow 

exponentially during the years, while sector Forestry is going down during the years. Due 

to the traditional financial sector and the less development of financial markets, commer-

cial banks are the main i.e. most important financial partner for companies and individuals. 

All banks in Suriname are providing the same products. Marginal differences exists in in-

terest, fees and their marketing. 

The economy of Trinidad & Tobago is dominated by the well-developed industrial and 

financial service sector. Compared to the traditional financial products in Suriname, they 

are providing locally and abroad several modern financial products and services to their 

customer. Due to their large number of clients and markets, they can take advantages from 

economics of scale. Their credit portfolio of business loans is nearly the same as their credit 

portfolio to consumers (individuals).  

 

Dollarization of the credit portfolio as per 2014 

 

Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 

 

 

Of all provided loans by Surinamese banks 46% were foreign currency loans, while in 

Trinidad & Tobago foreign currency loans count for only 15%. Normally foreign currency 

loans are provided to clients who earn also in foreign currency. But, there is still foreign 

currency risk for the client and indirectly for the bank. From the history, Suriname is known 

as a high inflation country and instability of the foreign exchange occurs quite often. 
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The chart below presents the income sources of the commercial banks in both countries: 

 

Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 

 

 

The main source of income of Surinamese banks is interest income from their traditional 

banking products. A smaller part of their income is generated by providing services. Com-

pared to Trinidad & Tobago, their income generated by providing financial services (fee 

income) is nearly twice larger than Suriname due to their well-developed financial sector, 

scope and type of their financial products and services and their regional i.e. international 

operations. As stated by Mishkin (2009), more than half of bank revenues are generated by 

issuing loans. This is thus applicable for Suriname as Trinidad & Tobago. 

 

 Table 5: Financial Sector Infrastructure 

Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 

 

The safety net for depositors and credit bureau are in place in Trinidad & Tobago, but not 

in Suriname yet. According to the Central Bank of Suriname, as mentioned in their annual 

report 2014, the depositor protection plan is in preparation. Due to the lack of credit bureau 

in Suriname banks are not able to manage credit risk proper. Both countries have intro-

duced the Real Time Gross Settlement systems (RTGS) to improve efficiency and reduce 

risk in the payments process. Both countries also have their stock exchanges, but Suriname 
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does not have a centralized security depository system to facilitate the transfer of securities 

due to a few participants, limited character and not fully accessibility, while this is in place 

in Trinidad & Tobago. 

Nonperforming Loans 

In the below charts the NPL development between 2008 and 2014 is presented.  

 

Suriname 

 

Source: Central Bank of Suriname 

 

Figure 3: Commercial banks loan classification

Source: Central Bank of Suriname 

According to the loan classification of CBvS, as mentioned in chapter 3.3 (page 21), of all 

provided loans 82% was considered as pass, 12% as special mentioned, 4% as substandard, 

1.5% as doubtful and 0.5% as loss.  
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Trinidad & Tobago 

Source: Central Bank of Trinidad & Tobago 

 

Taking the international benchmark of Nonperforming Loans of maximum 5% of the total 

loan portfolio in consideration, the NPL ratio of Suriname is consistently above this bench-

mark. During the years 2012 and 2013 there was a slight decrease in the NPL ratio, but the 

ratio increased again in 2014. No specific data is available to analyze the causes, the sectors 

which cause the NPL ratio, etc. Trinidad and Tobago had a NPL ratio above 5% during the 

years 2009 till 2012, but the ratio decreased within the benchmark from 2013 on. The de-

crease was the result of prudent portfolio control, improvement of the collection system 

and restructuring of bad portfolio. Also a prudent policy on provisioning and write-offs 

was put in place primarily in commercial real estate (annual report of 2014 of Trinidad & 

Tobago).    

Provisioning Policy 9       (In %) 

Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 

                                                           
9 Data of 2008 and 2009 of Trinidad & Tobago is not available. 
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The chart above presents a view of the gross provisioning to total loans in both countries. 

The provisioning ratio of Suriname during the years 2010 – 2014 is around 2% of total 

loans. In Trinidad & Tobago the provisioning ratio is much higher. From 2010 – 2012 the 

provisioning ratio was around 12%, because of the NPL ratio above the 5% benchmark. In 

2013 they release provisions instead of adding, because of the high NPL ratio in the past 

three years where they added higher provisions due to their prudent provisioning policy. In 

2014 the provision decreased around 6%. 
 

According to the annual reports per December 2014 of De Surinaamsche Bank N.V., Ha-

krinbank N.V. and Finabank N.V., their solvency ratio is above 8%. They are thus fulfilling 

the solvency requirement of the CBvS as mentioned in chapter 3.2 (page 19). No data is 

available to analyze the other four directives namely credit classification and provision, 

large debtors` policy, insiders lending and immobilia regulations. 

Figure 4: Cross Border Financial Linkages of the four Domestic Commercial Banking 

SIFI`s per December 201510

 

Source: Central Bank of Trinidad & Tobago 

                                                           
10 Lines represent the host countries to which banking SIFI`s have country risk exposure in the 

form of loans, equity and investment. 
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As mentioned earlier 4 of the 8 banks of Trinidad & Tobago are considered as SIFI`s. The 

above picture describes the financial linkages of these SIFI`s within the Caribbean region, 

Latin America and North America. The financial linkages of Trinidad & Tobago with Su-

riname consist of the branch of Republic Bank in Suriname and Clico Life & General In-

surance Ltd. (anno 2016 not active anymore in Suriname, because the branch of Clico in 

Suriname has been taken over by insurance company Self Reliance). The SIFI`s of Suri-

name has, despite the subsidiary of Republic Bank in Suriname, not any major (direct) 

financial linkages with the Caribbean region. Only insurance company Assuria N.V. has a 

subsidiary in Guyana and Trinidad & Tobago. 

 

4.3 Financial Soundness Indicators 
 

In this paragraph the Financial Soundness Indicators of the banking sector of Suriname and 

Trinidad & Tobago are presented: 

 

Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 
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Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 

 

The domestic banking system in both countries appears to be sound and well positioned to 

mitigate negative shocks. Both countries meet the minimum statutory requirement of the 

BIS ratio of 8 per cent. But the capital ratio of banks in Trinidad & Tobago is two times 

greater than banks in Suriname. Their excess capital buffer is needed to absorb potential 

losses and to remain solvent in the event of any substantial financial stress, because of their 

financial linkages with and their regional i.e. international presence in the Caribbean re-

gion, Latin and North America. 

One of the main indicators of the financial strength of a bank is the Tier 1 capital. This 

indicator stresses the solidity of the bank capital. In both countries Tier 1 capital remained 

at robust levels according to Basel I and some elements of Basel II. The Tier 1 Capital of 

banks in Trinidad & Tobago is also greater than banks in Suriname. 

 

Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 
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Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 

 

According to the charts above, the profitability ratio of both countries is decreasing over 

the years. The main reason is the slow economic growth in both countries. On the other 

hand the increased obligatory capital requirements from the regulators. The profitability 

ratio of banks in Trinidad & Tobago is greater than in Suriname, probably because of the 

scale of their banks, their regional and international presence and their advantages they can 

take from economic of scale. Surinamese banks can`t take advantage from these. 

 

Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 

 

The banks in both countries have enough liquidity to meet their obligations. The liquid 

assets to total assets of Surinamese banks are bigger than banks in Trinidad & Tobago, 

because of the reserve requirements (35% for the SRD and 50% for foreign currency). In 

2011 the liquidity ratio of Surinamese banks decreased due to de devaluation of the SRD 

from 2.80 to 3.35. 
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Chapter 5 Impact of the current macro-economic situation of Suriname on 

the Surinamese banking sector 

The important developments of the macro – economic situation of the Suriname in the near 

past is described in this chapter. The main focus is to look at the major impacts of these 

developments on the banking sector of Suriname. Most latest available data is presented 

to analyze the trends and effects. 

------------------------------------------------------------------------------------------------------------ 

5.1. Current macro-economic situation of Suriname 
 

 

After the elections in May 2015 the Surinamese economy has been facing major difficul-

ties. To analyze these difficulties this chapter starts with presenting some crucial macro-

economic data of the Surinamese economy during the past years. First we take the Gov-

ernment budget in consideration. As per 2015 the deficit of the Government budget was 

around 11% of the GDP11, which can be considered as very high. 

 

 

Source: Central Bank of Suriname 

 

As mentioned by Prof. Caram during his lecture of 8 January 2016, the Surinamese econ-

omy has been facing two shocks since 2013, which has been worsening during the years. 

The shocks can be divided in an internal and external shock. The internal shock is occurred 

                                                           
11 GDP per ultimo December 2015 based on market prices was SRD 16.669 mln (Source: Central 

Bank of Suriname)  
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by the extraordinary inefficient spending of the Government into consumption projects and 

non-productive investments instead of investing in productive sectors to diversify the econ-

omy and to increase their income. This is the reason in the graphic above why the deficit 

of the Government budget increased exponentially during the years. Mr. K. Raghoebarsing 

(2016) mentioned also the following causes for this huge deficit of the Government budget: 

lack of discipline and corruption.   

 

As mentioned earlier, Suriname is a commodity based economy. The main export products 

and source of income are gold and oil. Due to the decrease of the international commodity 

prices of these commodities since mid-2014, the GDP of Suriname decreased drastically. 

As illustrated in the chart below, the shortage of foreign currency income for Suriname has 

deteriorated the value of the SRD with more than 50% in comparison with the USD.  

 

 

Source: Central Bank of Suriname 

 

Due to the fact that the Surinamese import exceeds the export, all prices of goods and 

services increased also because of the effect of the increased exchange rate. This is seen in 

the below chart presenting the year to year inflation. 
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Source: Central Bank of Suriname 

 

Some other important facts that should be noted, are: 

- Suriname has been known as a country which is not proper safeguarding the integrity 

of their financial system (money laundering and terrorism finance) due to lack of law, 

supervision, etc. (retrieved from De Ware Tijd of 8 December 2015).  If proper action 

will not be taken by the Government, Suriname can be black listed. Therefore, the (fi-

nancially) cooperation with the rest of the world i.e. the total international money flow 

can be impeded.  

- Due to the decrease of the income, the Government hasn`t met their payment obliga-

tions optimally towards companies who have delivered goods, projects and services to 

them. The Government has still to made past due payments for longer than 12 months. 

This imply that the suppliers of the Government can`t meet their payment obligations, 

also not to the banks. The “late payment” attitude of the Government impacts thus the 

soundness of the credit portfolio of the commercial banks. 

- There were (huge) differences between the official exchange rate set by the Central 

Bank of Suriname and the exchange rate in the (“black”) market. This can lead to in-

crease of inflation, patronage and uncertainty within the community. Cambio`s (cur-

rency exchange organizations) are playing a major role in establishing the exchange 

rate. There are no proper laws and regulations in place for these cambio`s. This is the 

reason for the huge fluctuations in the exchange rate. Around mid-2016 the Central 
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Bank introduced a free market operation, where the foreign currency exchange rate is 

decided through supply and demand instead of fixed exchange rate. 

Source: Schokeffecten op de Economie van Suriname, A.R. Caram (2016) and Macro –   

Economic outlook Suriname 2015 – 2018, K. Raghoebarsing (2016) 

 

5.2 Impact on the Surinamese banking industry 
 

The above mentioned facts and developments have affected the Surinamese banking in-

dustry negatively. No recent data is in most cases available to analyze these developments 

and undertake early warning actions. According to the author’s knowledge the major im-

pacts of these developments on the Surinamese commercial banks are: 
 

 Increase of credit risk i.e. Nonperforming Loans and write offs: The expectation is that 

the NPL ratio, as presented in chapter 3.3 (page 21) and chapter 4.2 (page 29) will be 

higher for the years 2015 and 2016.  The economic downturn during the past years has 

affected the Surinamese companies also. Some of the effects are decrease of sales, in-

crease of operational cost and ultimately diminishing margins. Because of the dimin-

ishing margins, the Surinamese companies are facing difficulties in fulfilling their pay-

ments obligations to the banks. As a result of the high inflation rate in Suriname, the 

interest rate of bank facilities also increased. This means that the client should pay more 

installments to the bank even though in a diminishing market. In most cases clients will 

not be able to meet this requirement.  

 

 Adjusting provision policy: From the annual reports of the commercial banks of Suri-

name we can conclude that due to the increase of bad debtors commercials banks have 

adjusted their provision policy to comply with the provision policy requirement of 

CBvS as mentioned in chapter 3.2 (page 20). The profitability of banks is in this situa-

tion under high pressure. 

 

 Deterioration of the BIS ratio: Due to the doubled exchange rate and the huge part of 

foreign currency loans of Surinamese commercial banks to clients, most commercial 

banks will not be able to (fully) meet the capital requirements of the regulator. Suppose 

that of all provided loans 50% is in SRD and 50% in foreign currency and the total risk- 

weighted assets are SRD 90. If the total equity is SRD 10, than the BIS ratio is 9% 
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(10/90). In case the exchange rate will increase, the total risk-weighted assets will in-

crease also. If the equity will be the same amount, the BIS ratio will decrease. Therefore 

extra reservations should be made in fulfilling the solvency requirements of the regu-

lators.  Due to the high inflation of the local currency i.e. lack of confidence in the local 

currency, commercial banks face funding problems in SRD i.e. an overfunding in for-

eign currency. The expectation is that the BIS ratio of banks will decrease and a funding 

gap in local currency will appear. The requirement of the CBvS to strengthen the sol-

vency of banks in the coming years, as mentioned in chapter 3.2 (page 19), will be very 

hard or perhaps impossible to fulfill. This will lower the capacity of banks to absorb 

potential losses and make them more vulnerable for economic shocks.  

 

 Increase of dollarization of the credit portfolio: As mentioned in chapter 4.2 (page 27) 

the dollarization of the credit portfolio of commercial banks was around 46% in 2014. 

Due to the doubled exchange rate the dollarization increased drastically. On the deposit 

side the dollarization increased also due to the lack of confidence in the high inflation 

history of the local currency. This will lead to an increase of foreign currency risk 

within the economy of Suriname. 

 

 Increase of reputational risk: As mentioned earlier in this chapter due to the lack of 

proper laws and regulation to contain money laundering and terrorism financing, the 

Surinamese banks are not able to fully comply with the international regulations. There-

fore, the correspondent banks can terminate their cooperation. This can lead to an iso-

lation of the Surinamese financial system. 
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Chapter 6 Conclusions & Recommendations 

 

After carrying out this research, the conclusions are as follows: 

 

1. Banks are the main players within the Surinamese financial sector. They possess around 

75% of all assets within the financial sector. From this part, 75% of all bank assets are 

owned by the three largest banks of Suriname. Most of their income are generated 

through traditional lending services (interest income). Trinidad & Tobago has several 

types of financial institutions. Commercial banks in Trinidad & Tobago possess less 

than half of all financial assets, but are still the largest player. Banks in Trinidad & 

Tobago are more specialized in providing services (fee income). 

 

2. In Suriname the sectors Trade, Construction and Other (Government and consumer) 

received among 70% of all provided credits. Any malaise within these sectors can have 

huge negative impact on Surinamese banks. In Trinidad & Tobago the business lending 

portfolio is nearly the same extent as their consumer lending portfolio. 

 

3. Dollarization of the credit portfolio within Suriname is far higher compared to Trinidad 

& Tobago. Due to the recent developments of the foreign exchange rate the dollariza-

tion of the credit portfolio of Suriname shall increase more. Despite this, the capital 

adequacy ratios of Suriname are lower than that of Trinidad & Tobago. There is a po-

tential risk that banks cannot be able to absorb foreign currency risk. 

 

4. The NPL ratio of Suriname is higher than the NPL ratio of Trinidad & Tobago. Due to 

the current macro-economic downturn and the past due payments of the Government 

longer than 12 months, the expectation is that the NPL ratio will be higher in 2015 and 

2016. Despite that the NPL ratio of Suriname higher is than the NPL ratio of Trinidad 

and Tobago, the provisioning ratio of Suriname is lower than the provisioning ratio of 

Trinidad & Tobago. The potential risk occurs that in some cases there can be low or no 

provisions for NPL loans. Even the profitability of the commercial banks can come 

under pressure.  
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5. The requirement of the CBvS to strengthen the solvency of banks in the coming years 

will be very hard or maybe impossible to fulfill. Due to the current macro-economic 

situation bank capital deteriorated instead of strengthening. Funding problems in local 

currency can also arise due to the lack of confidence in own currency and the high 

foreign deposit rate. This can lead to the potential risk of not having enough bank cap-

ital to absorb external (economic) shocks.  

 

6. A huge part of the problems Surinamese banks occur are caused by the Surinamese 

Government due to their excessive spending into consumption projects and non-pro-

ductive investments, lack of discipline and power of decision making, absent of long 

term strategic development plan to enhance and diversify the economy, etc.  

 

7. Banks in Trinidad & Tobago has cross border financial linkages within the Caribbean 

region, North America and Latin America. Due to this, they are facing cross border 

risks in comparison with Suriname, where the cross border activities can be considered 

as low, because of their operations mainly within the country. But banks in Trinidad & 

Tobago are able to take advantage of economic of scale and reach higher profitable 

ratio`s than Surinamese banks. 

 

The key risks within the Surinamese banking sector are: 

 

 

1. Increased credit risk due to the increase of NPLs also caused by past due payments 

of Government. 

 

2. Concentration risk on three fronts namely banks as key players within the financial 

sector, three largest banks owning more than 75% of all banking assets and the three 

sectors Trade, Construction and Other (Government and consumer) possessing more 

than 70% of all provided credits. 
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3. Increased foreign currency risk due to the already high dollarization ratio of the 

credit portfolio of Surinamese banks and the negative development of the foreign cur-

rency rate due to the current macro-economic situation i.e. huge Government deficits 

occurred by excessive Government spending. 

 

4. Deteriorating of Bank Capital due to the high dollarization rate, increased foreign 

currency rate and funding gaps in local currency. 

 

The recommendations to cope the above risks are: 

 

1. First of all, the quality of data to analyze the causes and undertake the right actions 

should be improved. Detail data per factor over several years is needed. For example 

to cope with credit risk detail information regarding credit portfolio i.e. Nonperforming 

Loans is needed (for example sector distribution of NPL, etc.).  

 

2. A credit registering office need to be in place as soon as possible. This will help to 

improve the quality of the customer selection and minimize the number of Nonper-

forming Loans. 

 

3. To cope with the information asymmetric problem (Adverse selection and Moral Haz-

ard), banks should intensify their screening and monitoring process. Regular client con-

tact and visits are a must. The Three lines of Defence should be in place as early as 

possible. 

 

4. Sector limits should be put in place especially for the sectors Commerce, Construction 

and Other, while credit to more productive sectors should be stimulated to diversify the 

credit portfolio i.e. lower concentration risk. 

 

5. The CBvS should intensify their policy to stabilize the position of the SRD. This will 

lead to more confidence in local currency and encourage people to save in SRD. The 
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foreign deposit rate will be lower. Banks will have enough local currency to lend, so 

the dollarization i.e. foreign currency risk will decrease.  

 

6. The Government of Suriname should also increase their discipline towards budgeting, 

so that the deficit will be lowered. The budget should meet the income of the country. 

Past due payments should be gain up as soon as possible to avoid negative impact on 

the Surinamese financial system. 

 

7. Regulations towards money laundering and terrorism financing should be in place as 

soon as possible conform international regulations. This is needed to avoid isolation of 

the Surinamese financial system in the world. 

 

8. Banks should take actions in the nearest future to enhance their equity for example 

through issuing new shares to raise capital. Through this they can strengthen their bank 

capital and comply with the requirements of the regulators. Therefore they will be 

stronger towards external (economic) shocks.  
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Appendix 

 

Primary banks: 

1. De Surinaamsche Bank N.V. 

2. Hakrinbank N.V. 

3. Royal Bank of Cananda (Suriname) 

4. Finabank N.V. 

5. Landbouwbank N.V. / Volkskrediet Bank N.V. 

6. SurinaamsePosSpaar Bank N.V. 

7. GODO 

8. Surichange Bank N.V. 

 

Secondary banks: 

1. Finatrust, De Trustbank N.V. 

2. Southern Commercial Bank N.V. 

Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 
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Table 3: Structure of the Financial System: Number of Licensees as per 2014 

  Suriname Trinidad & Tobago 

Banks 9 8 

Local 8 2 

Foreign 1 6 

Credit Unions 24 131 

Insurance Companies 13 38 

Other 8 22 

Total 54 199 

 Source: Central Bank of Suriname and Central Bank of Trinidad & Tobago 
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Financial Soundness Indicators 

 

  Capital Adequacy   2008 2009 2010 2011 2012 2013 2014 

1 BIS ratio Suriname 9.8 10.8 12.1 12.1 12.8 12.4 11.5 

    Trinidad 18.8 20.5 24.2 25.1 24.6 23.1 22.5 

2 

Regulatory Tier 1 Capital to risk weighted 

assets Suriname 8.4 9.5 10.7 10.9 11.6 11.2 11.4 

    Trinidad 15.5 18.5 21.7 22.7 22.4 21.3 21.8 

3 

Regulatory Tier 2 Capital to risk weighted 

assets Suriname 1.32 1.23 1.37 1.14 1.17 1.20 0.04 

    Trinidad NA 2.4 3.4 2.9 2.9 1.5 0.8 

                    

  Asset Quality                 

1 Non Perfroming Loans to gross loans Suriname 7.8 7.9 7.9 8 6.2 5.9 6.2 

    Trinidad 2.5 5 6.2 6.3 5.4 4.2 4.1 

                    

  Earnings and Profitability                 

1 Return on Assets Suriname 2.8 2.4 2.2 1.9 1.9 1.7 1.7 

    Trinidad 3.5 2.7 2.3 2.4 2.6 2 1.8 

2 Return on Equity Suriname 20.7 17.6 21.3 22 22 21.5 18.6 

    Trinidad 25.9 20.2 17.2 17.2 18.1 14.7 13.2 

                    

  Liquidity                 

1 Liquid assets to total assets Suriname 32.6 29.8 29.2 26.4 28.4 29.3 30.9 

    Trinidad 22.1 25.1 24.3 27.7 25.2 27.5 25.3 

 

 

Finabank N.V. Nonperfroming Loan ratio (In %) 

Year 2010 2011 2012 2013 2014 2015 

NPL ratio 7.2 6 3 3 1 1 

Source: Finabank N.V., annual report 2010 - 2015 


