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The tension every Garibbean bank lives with

01 02

THE STRESS THE GROWTH

Capital rules, AML/CFT obligations and
supervisory demands keep climbing.

Compliance cost is largely fixed, it lands
hardest on small banks.

De-risking has cut the region off from the
global system.

Result: reduced lending and by extension
growth.

Increased profitability
Strong resilient balance sheet

Funding SMEs, housing, tourism and the
green transition.

Consistent shareholder returns.
Digital expansion.

Growth needs confidence and confidence
needs sound risk management.




The Growth Paradox

“When doing the right thing for regulators feels like the wrong thing for growth...”

ghts:

raints are
nent

etitiveness is a
@

uestion is

IF you comply,
W you turn
liance into
etitive

tage.

Growthkillers &

Higher capital buffers reduce Return on Equity
(ROE) squeezing dividend capacity

Loan-to-deposit limits constrain credit growth
iIn booming markets

Concentration limits prevent capturing
profitable sector opportunities

Risk-weighted asset inflation from Basel IV
makes lending more expensive

Compliance costs crowd out technology and
innovation investment budgets
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Growthenablers (a1l

Strong capital ratios unlock access to cheaper
wholesale funding

Clean stress test results build investor
confidence and stock valuation

Regulatory trust enables faster approval of
new products and M&A

Robust risk frameworks attract institutional
investors and ratings upgrades

A compliance-focused culture differentiates a
bank in the markets for talent and client
relationships
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A Roadmap through this presentation

Apathforward -

Turning the risk
function into a growth
partner.

Frameworks toadopt

Practical, proportionate
tools banks can
implement now.

Risk appetite & growth

- - Costvs. enabler

Calibrating how much risk
Is the right amount, not the When does

least compliance destroy

The Caribbean context value — and when

- does it create it?

Why our region feels
regulatory stress more
acutely than most.
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ontext

Why regulatory stressisnotan

abstraction but rather an existential
issue for small to medium sized banks
operatingin developing economies.




De-risking: The sharpest edge of regulatory stress

40%+ 210123

of correspondent surveyedbanks

hanking relationships acr_oss12
lost across the Caribbean

countries had
lostatleast one
GBR by 2017

Garibbean, 2011-2020
(BIS/ SWIFT dlata)

Sources: BIS estimates via Hon. Mia Mottley testimony, US House Financial Services Committee

(2022); Caribbean Association of Banks survey (2017); World Bank.

20+

countries (many
inthe Caribbean)
have lost over

half their
correspondent
relationships

#

the Caribbeanis
the world's most
severely

affectedregion,
per the World
Bank




The financial stress landscape

The storm clouds Caribbean banks navigate today

Creditrisk & __» LiguidityRisk

Rising non-performing Ioans ) Bank runs, funding gaps, ) )

sovereign exposures, and and short-term obligations

counterp art%/ defaults under Market RISK that cannot be met during Uﬂeratmnal RISK

economic siress scenarios. Interest rate volatility, equity periods of market stress. Cyber threats, system
market shocks, and FX fallures, fraud, and third-
exposures that erode asset party risks that destabilize
values rapidly. Internal operations.
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Why the stress lands harder on us?

01

Fixed costs, small
base

Compliance cost are
largely fixed per
jurisdiction which results
In per-capita transaction
cost that is far higher in
our small economies. The
same rulebook written for
global banks must be
absorbed by our
iIndigenous banks which

02

Concentration & thin
margins

Many institutions within
the region rely on a single
correspondent banking
relationship. One
withdrawal can sever an
institution and in some
instances a country's
access to the dollar-
clearing system.

03

Blacklists &
perception

EU and other listings tag
Caribbean jurisdictions as
'high-risk," often without
evidence of material
laundering. Perception
alone raises the cost of
staying connected.

04

Real economy
exposure

Remittances, tourism
receipts and trade finance
all flow through these
pipes. Regulatory stress
here Is transmitted
directly to households
and SMEs.
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The same regulation can be adeadl
weight cost or asource of compet
advantage. The differenceis inhic

hank implementsit. e




The same rule, two very different outcomes

REGULATION AS GOST REGULATION AS ENABLER

* Treated as a box-ticking exercise bolted on * Risk lens built into product design and
after decisions pricing up front

* Duplicated, manual processes; data « Shared data and automation cut cost and
scattered across silos speed decisions

* Blanket caution where whole sectors or * Risk-based approach: serve more clients,
clients exited wholesale watch the right ones

* Risk team considered as 'the department « Strong controls become a selling point to
of no,’ is usually consulted last correspondents

« Outcome: lost revenue, lost « Outcome: trusted, bankable, able to
relationships, institution is no safer grow with confidence




The De-risKing Paraclox

Exiting clients to reduce risk can increase systemic risk — pushing flows into cash and unregulated channels where they cannot be
monitored at all.

The Supervisory Point

95

A bank that keeps a client
and monitors them is safer
for the system than one that
simply cuts them loose.

Regulators increasingly say
the goal is risk
management, not risk
avoidance.

Full risk-based banking Heavy de-risking

m \isible / monitored flows Opaque / unmonitored flows

lllustrative — for discussion, not measured data.

KPMG



RISK appetite
and growth

The right question is not 'how do we take less risk?' but rather
'how much of the right risk should we take in a deliberate

manner?"




There IS anoptimal level of risSk — not a minimal one

Value

Reading the curve

« Playing it too safe restricts the flow of credit and
limits the banks returns.

 Too much risk eventually destroys capital and
trust.

 The peak is a deliberate choice — set by the
board through a risk appetite statement, not by
accident.

Too cautious | Conservative | Balanced ICaIibrated appetitel Aggressive | Reckless

Conceptualillustration of the risk—return trade-off.



Anatomy of arisk appetite statement that enables growth

Direction Triggers

States which markets, LIMITS

sectors and clients the bank

actively wants to growin—so Quantified tolerances: breached, keeping decisions
risk teams enable, not just capital, liquidity, proactive.

police.

concentration, single-name
exposure — clear lines, not
vague caution.
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Early-warning thresholds that
promptreview before alimitis

Ownership

Board-approved,
management-owned,
embetded inincentives —
everyone knows the appetite.
notjust the risk team.
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Framework 1— The three lines model

Clarifies who owns risk so it stops being a bottleneck. The first line takes risk and owns it; the second sets policy
and oversees; the third assures independently.

Internal audit
Independent assurance to the

Business & operations Risk & compliance

Owns and manages risk where it Sets appetite, policy and limits;
is taken at the point of lending and monitors and challenges, working
client onboarding. in partnership not in a silo.

board that the first two lines work.




Framework 2 — Risk-based and proportionate compliance

Tieryour clients i

Concentrate scrutiny on genuinely higher-risk relationships; streamline
low-risk ones. The FATF standard is risk-based, not zero-tolerance.

Banking, not exiting

Replace wholesale de-risking with case-by-case management. Keeping
and monitoring a client beats cutting it loose into the shadows.

Proportionality

Apply Basel ll/lll elements scaled to each bank's size and complexity.
Smaller banks should operate with structures scaled to its size and not

those of a large bank

Shared utilities

Pool KYC/AML capability across institutions (regional CDD utilities) to
spread fixed cost (this is a direct CDB-supported regional response).
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Framework 3 — Technology that Lowers the Gost of Trust

RegTech & automation

Automate transaction
monitoring, screening and
reporting to cut the fixed-
cost burden that drives de-

risking.

Cy

Shared KYC infrastructure

Regional digital identity and CDD
utilities let small banks meet
global standards at a fraction of
solo cost.

il

Data for decisions

A single risk data view turns
compliance data into credit
iInsight — pricing risk instead
of avoiding clients.

Transparency to
correspondents

Demonstrable, auditable
controls are exactly what
correspondent banks need to
keep the region connected.



Putting It together: a sequenced roadmap

il

Board sets appetite

Agree a clear risk
appetite statement
that names growth
targets and risk limits
together.

Apply a risk-based

Tier clients; replace
blanket de-risking
with proportionate,
case-by-case
management.

Embed three lines

Clarify ownership so
risk is managed at
source, not bolted on
at the end.

Invest in RegTech

Automate and pool
compliance to drive
down the fixed cost
of trust.

— @

Report & engage
Demonstrate controls to
correspondents and
regulators; turn
compliance into a
credential.



What to take back to the board

Risk managementis not the enemy of
growth; bad risk management is

Sound controls are what make
growth survive the next downturn.

De-risking is afalse economy

Exiting clients wholesale
loses revenue and
relationships without making
anyone safer.
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Setrisk appetite deliberately

Aim for the right amount of risk,
defined by the board and not the
least.

Be proportionate and pool
[eSources

Right-size the rulebook and
share compliance cost
across the region.
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The GRC Stressors That Land in the Boardroom

FATF 5th Round: Effectiveness on Trial

= What is the FATF/CFATF?

= Jamaica’s assessment begins June
2026

= Bahamas & Cayman follow in 2027
= 5% round focuses on
“Effectiveness” of P&P and systems

Requlatory Velocity vs. Capacity
= Basel lll, IFRS 9, EU listings and
= Privacy laws arrive simultaneously

into teams dwarfed by global peers.

* This capacity gap is a critical Board-
level operational risk.

Al Enabled Financial Crime

= Synthetic identities, machine-speed
laundering, and deepfake fraud

Q

&

= The Board must answer if controls are
built to defend against crime moving
far faster than human oversight.

= Which stage are we at with Al?

Who is accountable?

The Ultimate Stake:
Correspondent Exit

= Failure is not measured in

regulatory fines. It is measured in
= the catastrophic loss of USD/EUR
clearing lines and the lucrative
institutional clients you can no longer
serve.

il



The GRG Solutions Matrix: How KPMG Helps

= Unified Control Mapping

* GRC Technology
Enablement

m © [year] [legal member firm name], a [jurisdiction] [legal struggure] and a member firm of the KPMG global organization of independent

» |Instead of building a separate compliance program for local Privacy laws,

another for Basel lll and another for FATF requirements, KPMG builds a
common control framework

v' Example: A robust digital customer identity verification process (KYC) can be
mapped simultaneously to satisfy AML, fraud prevention standards, and data
privacy access rules. This allows for using one control to satisfy three obligations.

v' The Growth Benefit: The front-line and onboarding teams execute one seamless
step, rather than pushing customers through three separate compliance
bottlenecks. Your third line of defense tests one control instead of three.

= Small compliance teams cannot afford to spend their time manually chasing

departments for audit evidence. KPMG helps institutions access their readiness for
GRC technology, then implement platforms that automate evidence collection,
pulling data feeds that prove controls are working and flagging exceptions in real

time.

v How it works: An assessment of data and systems maturity should be done firsts
and then build an automation path appropriate to where the institution actually is.
v' The Growth Benefit: Compliance shifts from a backward-looking policy force into a

forward-looking advisory unit.
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The GRC Solutions Matrix: How KPMG Helps (Gont'd)

* Transaction Monitoring » Legacy rules-based transaction monitoring systems are notorious for
Optimization generating overwhelming volumes of false-positives alerts, burying small
compliance teams in noise while genuine risks passes through. KPMG
replaces rigid rules with machine-learning models tuned to the institution’s
actual risk profile, dramatically reducing false positives while sharpening

detection of real threats.

v' The third line connection: Optimized monitoring only carries weight with
correspondents when it is independently validated. That is where the third line of
defense (internal audit and independent review) converts a good system into

demonstrable assurance.

v' The Growth Benefit: A demonstrable, independently validated risk posture is what
you take to your correspondent partners, securing clear lines and your clients’
access to cross-border banking while legitimate transactions move faster for the

customers who matter.

= Core GRC Services _ . L :
» Risk assessment and RAS preparation, Board training, internal audit, regulatory

compliance.
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Manage the stress.
Keep the growth.

Risk done well is not a constraint. It
is the foun’atlon a Caribbean bank
grows on.




Ihankyou
Time for QaA!
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