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Caribbean Market Review Luis Hurtado 
CIBC Capital Markets 

Summary 

The COVID-19 outbreak took the world by surprise in early 2020. Although the initial impact manifested through the 

disruption of supply chains in China and the decline in commodity prices, subsequent lockdown orders globally 

accentuated the problem. With the world facing an unprecedented supply and demand shock and most economies 

heading into a deep and sharp contraction in growth, central banks around the world slashed interest rates to historical 

lows, while providing extensive liquidity to the market as investors and corporations sought cash to cover short-term 

obligations. However, the initial lack of liquidity did not bode well for markets and it was not until advanced economies 

announced substantial fiscal expansion plans that markets stabilized somewhat. Emerging market credits took a large hit 

as investors took shelter in traditional safe havens, while scrutiny for those countries with the best fiscal position and 

lowest financing requirements for 2020 punished those with a poor record on the fiscal front.  

In this context, the Caribbean and Central American region was severely hit by the COVID-19 outbreak. International 

travel bans and local mobility restrictions are severely curtailing economic growth prospects and fiscal accounts given the 

region’s large dependence on tourism. BAHAMA and ELSALV were the credits most affected, with yields increasing 

730bps, and 570bps on average, respectively, since our last publication. The Bahamian economy was already fragile on 

the heels of Hurricane Dorian. Tourism comprises 40% of the Bahamian economy, including indirect contributions. Thus, 

the closure of major resorts, including Atlantis and Baha Mar, will have a significantly negative impact on the country’s 

growth prospects and fiscal accounts for this year. El Salvador’s reliance on remittances and the expected decline in 

exports this year have also caused a sharp reduction in growth prospects, while massive financing needs are expected to 

increase rollover risks and investor concerns about the Government’s ability to finance its fiscal gap this year. COSTAR is 

also presenting large financing risks for this year and the market continues to lose confidence in the Government’s ability 

to implement any fiscal adjustment in the short term and into 2021.  

On the other hand, although also losing ground, JAMAN and DOMREP outperformed in the Caribbean. Both countries 

have more diversified economies than the rest of the region. Moreover, Jamaica’s fiscal adjustment process over the last 

few years has left the country in a much better position. However, the lack of economic growth remains one of the main 

drag anchors for the credit. The case of DOMREP is particularly interesting. The credit had been underperforming on the 

back of a new presidential election cycle and on expectations of fiscal slippage as the prospect of a new administration 

increase. Having said that, the country will likely continue to enjoy one of the best economic growth stories  in the 

Caribbean post COVID-19, and its fiscal situation, although deteriorating, is not as precarious as those in the rest of the 

region. Moreover, with most of its initial external financing needs for 2020 already covered, we do not expect to see 

pressures on DOMREP from the supply side until at least Q4 2020. PANAMA’s status as one of the few investment-grade 

credits in the region, and growth potential, should continue to provide the credit shelter despite the large increase in fiscal 

expenditures expected for this year. 

As investors scrutinize the region for the best growth and fiscal positions for the remainder of 2020 and 2021, we like 

steepeners in both JAMAN and DOMREP and we see value in JAMAN 25, DOMREP 28. The more diversified economies 

of Jamaica and the Dominican Republic, and their lower financing pressures for the rest of the year, should continue to 

benefit these credits. However, we maintain a pessimistic view on ELSALV and COSTAR, and suggest keeping a safe 

distance from such credits as uncertainties on financing sources surge. Moreover, despite both Governments’ efforts to 

assure the market about the availability of resources for this year, we expect rollover risks in their local curves to rise as 

delays on the approval of multilateral loans for this year continue in congress. ELSALV situation is even more worrisome 

as the Government has already maxed out the issuance of LETES for this year. 
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 Bahamas: The COVID-19 pandemic is compounding the already fragile state of the Bahamian economy, coming 

on the heels of Hurricane Dorian’s devastation in 2018. Tourism comprises 40% of the Bahamian economy when 

indirect contributions are considered. Thus, the abrupt halt of air and cruise passenger traffic, coupled with the 

resulting closure of major resorts, including Atlantis and Baha Mar, will have devastating consequences. While the 

eventual economic fall-out remains dependent on the length and severity of the pandemic, the IMF’s latest 

projections suggest a real GDP contraction of 8.3% in 2020 and Standard and Poor’s expects the decline to reach 

16%. The Government announced supportive measures to the tune of US$65.7mln (0.6% of GDP), including 

spending on health, food programs and income buffers for self-employed persons, funding for loans to small and 

medium-sized enterprises, and tax breaks to entities retaining at least 80% of staff. Pre-COVID-19, the 

Government projected a US$677.5mln (5.3% of GDP) fiscal deficit for FY2019/20. The likelihood of attaining that 

target has diminished, with Government reportedly revising its estimate to US$800mln and Standard and Poor’s 

warning it could reach close to US$1bln. The country’s debt burden is, therefore, likely to surpass post-Dorian 

projections sharply. 

 Barbados: The Central Bank expects the effects of the COVID-19 pandemic to induce a greater than 10% 

decline of real GDP in 2020. These developments have dramatically altered the path of fiscal consolidation and 

will result in a deterioration of the external current account. However, the national debt restructuring, the 

achievement of IMF-program targets thus far and support from other international financial institutions have 

placed Barbados in a better position to respond to this crisis. The Government has announced a US$45mln 

expansion in capital works for FY2020/21, the introduction of a household survival program (US$10mln), support 

for the self-employed (US$4.3mln), and liquidity support for the National Insurance Scheme. Support for 

businesses retaining 75% of staff include deferment of NIS contributions, establishment of a US$20mln VAT loan 

fund (to be capitalised from the Catastrophe Fund), and a US$10mln Small Business Loan Fund. The 

Government is also working with IDB Invests to establish a US$100mln Tourism Facility to provide working capital 

and investment loans to Barbadian hotels during this period. Although uncertainty remains high, these 

announcements, along with private sector projects already started and in the pipeline, provide a cushion and 

increase the chances for a stronger economic recovery. 

 Bermuda: The global shock to the travel industry and to Bermuda’s major source market, the US, has begun to 

leave its debilitative mark on tourism and tourism-related sectors, while COVID-19 restrictions have generated a 

fall-off in non-essential services and a spike in unemployment. Even though the international financial services 

sector is likely to hold its own, real economic activity is projected to contract by at least 1.5% in 2020 (Standard 

and Poor’s estimate). After failing to achieve the budget estimates for FY2019/20, the attainment of a balanced 

budget will likely be delayed even more now given the expectation of reduced Government income in FY2020/21. 

Nevertheless, the Government has taken steps to secure emergency liquidity lines of credit with local financial 

institutions to fund the gap generated by revenue losses and to increase the public debt ceiling from US$2.75bln 

to US$2.9bln.    

 Costa Rica:  March economic activity dropped -1.6% y/y, with the tourism sector as represented by hotels and 

restaurants dropping -33.2% y/y.  The Government’s rapid response to contain the virus has allowed Costa Rica 

to maintain one of the lowest numbers of infections and deaths in the region, however, they are expected to bring 

significant growth, fiscal, and financing risks in the short term.  On April 30, the Minister of Finance presented its 

fiscal balance forecast for 2020. The updated estimates bring this year’s nominal and primary fiscal deficits at 

8.6% and 3.4% of GDP, respectively, a significant deterioration from the 6.2% and 1.3% deficit expected at the 

start of year. Moreover, these forecasts could run into several obstacles including: the approval of several bills in 

congress; the full implementation of fiscal adjustment measures; and further revisions to the -3.6% growth outlook 

for 2020. 

 Dominican Republic: Mobility and travel restrictions caused a large contraction in March, as shown by the 9.4% 

drop in economic activity. We expect this negative trend to continue for most of 2020, in tandem with the 

significant contraction in tourist arrivals. Moreover, remittances, a large source of USD inflows, also suffered a 

large contraction in March, dropping 21.8% y/y, well below the 8.6% growth over the previous 12 months y/y. On 

the fiscal front, we expect the nominal fiscal deficit to deteriorate further over the coming months. The 

Government has already announced a bill that will look to increase the deficit target to 4.5% of GDP, in line with 
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recent forecasts by the IMF and World Bank. We agree with the need to align the deficit to the current 

environment, but the proposed increase in the deficit only accounts for the drop in revenues and the increase in 

spending in health and social assistance due to the COVID-19 outbreak, and does not consider expenditures to 

boost economic growth in the short term. 

 El Salvador: The coronavirus virus outbreak has rendered the country’s fiscal and economic outlook precarious. 

The Ministry of Finance expects GDP growth to contract 5.0% in 2021. This is in contrast to the -4.8% and -5.4% 

forecast by the World Bank and the IMF, respectively, and the Government’s 2.5% estimate at the start of the 

year. We would not be surprised if there were further downward revisions as investor concerns increase in 

tandem with the growing fiscal deficits related to combatting the outbreak, further pressuring business and 

consumer confidence and pressing the brakes on any investment decisions. On the fiscal front, despite the large 

increase in expenses in Q1 2020, we expect recent fiscal expansion to be just the tip of the iceberg. Recent 

statements by the Ministry of Finance confirmed that expenses to combat the COVID-19 pandemic amount to 

US$916mln, with US$377mln coming from budget reallocations. Moreover, revenues are expected to drop by 

approximately US$1bln, while the Government recently announced another US$1bln package. 

 Jamaica: The Jamaican economy is relatively more diversified than many of its regional counterparts, with 

tourism contributing 30% of economic activity, when indirect channels are considered. However, against the 

backdrop of a tepid pre-COVID-19 real GDP growth outlook, the suspension of non-essential activity, restrictions 

on gatherings, and nightly curfews have broadened the scope of the economic fall-out, likely generating a 

comparable economic contraction. The IMF projects that real GDP will decline by 5.6% in 2020, but Standard and 

Poor’s suggests the decline could be as high as 13.0% as it affirmed Jamaica’s credit rating at ‘B+’ but revised the 

outlook from stable to negative on April 16, 2020. The Jamaican economy has reaped the benefits of recently 

completing six and half years of IMF-supported economic reforms, emerging with considerably improved fiscal 

and external imbalances. However, public sector debt, though substantially reduced, remains high and comes 

under renewed pressure in light of expected reduced economic activity and the Government’s fiscal response. 

 Panama: Last information available at the national statistics website (INEC) for a number of indicators, including 

CPI, economic activity, trade, and Panama Canal transits and revenues, dates to January and February. Although 

that lack of new economic information makes it difficult to identify the first sectors affected by the COVID-19 

outbreak, early Government, credit rating agencies, and international organizations forecasts point to growth 

landing at -2.0% this year. On the fiscal front, disaggregated data published by the Ministry of Finance showed 

important reductions in actual current revenue versus budgeted numbers since the start of mobility and travel 

restrictions. Along this line, March and April central Government current revenues came in 42.8% and 48.6% 

lower than initially estimated, respectively – a trend expected to continue for the remainder of the year. Following 

the negative impact of the COVID-19 outbreak on the Government finances, the Ministry of Finance now expects 

the central Government fiscal deficit to reach 8.8% of GDP in 2020. 

 Suriname: Suriname’s high dependence on gold and oil production leaves it heavily exposed to commodity price 

shocks. The IMF’s latest projections indicate a 4.2% decline in economic activity in 2020. On the fiscal front, the 

Government passed a COVID-19 Exceptional Condition Act that allows for SRD400mln in emergency funding, 

removes the law on the public debt limit and removes the restrictions on monetary financing. Moreover, on March 

20, the Government passed a Foreign Currency Market Act, imposing various restrictions on foreign exchange 

transactions. In light of recent economic developments, Standard and Poor’s lowered Suriname’s rating from B to 

CCC+ on April 1, 2020, while Moody’s downgraded its rating from B2 to B3 on April 14, 2020. 

 Trinidad and Tobago: National lockdowns coupled with the significant drop in global energy demand and prices 

will lead to a sharp contraction in 2020 – the IMF places its estimate at -4.5%. The Government’s latest estimates 

suggest a widening of the fiscal deficit to US$2.29bln (TTD15.5bln), a staggering 10% of GDP.  Following 

legislative amendments, the Government could access up to US$1.5bln (6% of GDP) from the Heritage 

Stabilization Fund (HSF) for budgetary support. Further, the Government announced plans to source a total of 

US$300mln from the World Bank (US$20mln), the Inter-American Development Bank (US$130mln), and the 

Development Bank of Latin America (US$150mln), and pursue an additional US$500mln from other external 

sources. 
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Chart 1 
High Yield - 10Y Against Benchmark 

 Chart 2 
Investment Grade - 10Y Against Benchmark 

 

 

  

Source: Bloomberg and CIBC Capital Markets – FICC Strategy  
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Chart 3 
Caribbean Bonds Change in Yields Since Last Publication (Feb 14, 2020) 

 

Source: Bloomberg (BVAL) and CIBC Capital Markets – FICC Strategy. 
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Chart 4 
Caribbean – Investment Grade 

 Chart 5 
Caribbean – High Yield 

 

 

 
Source: Bloomberg and CIBC Capital Markets – FICC Strategy  Source: Bloomberg and CIBC Capital Markets – FICC Strategy 

Chart 6 
Central America – Panama, Costa Rica, and El 
Salvador 

 Chart 7 
ELSALV ‘25s vs. COSTAR ‘25s 

 

 

 

Source: Bloomberg and CIBC Capital Markets – FICC Strategy  Source: Bloomberg and CIBC Capital Markets – FICC Strategy 

Chart 8 
COSTAR ‘45s vs. DOMREP ‘45s  

 Chart 9 
PANAMA ‘24s vs. BAHAMA ‘24s and BERMUD ‘24s 

 

 

  

Source: Bloomberg and CIBC Capital Markets – FICC Strategy  Source: Bloomberg and CIBC Capital Markets – FICC Strategy 
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Table 1 
Public Sector Fiscal Accounts and Debt 2020 or 2020/21 

2020 or 2020/21 
Primary/Adjusted 

 Balance 
Nominal 
Balance 

Gross Government 
Debt 

Net Public Sector 
Debt 

Real 
GDP Growth 

 
% of GDP % of GDP % of GDP % of GDP % of GDP 

Antigua and Barbuda* -0.8% -9.4% 90.1% n.a. -10.0% 

Aruba* 3.8% -15.7% 75.5% 49.4% -13.7% 

The Bahamas* -2.9% -8.4% 66.1% 62.4% -8.3% 

Barbados 1.0% -0.5% 110.4% 105.6% -7.6% 

Belize* 1.9% -5.2% 90.4% 86.1% -12.0% 

Bermuda -0.1% -1.7% 37.8% 0.5% -1.5% 

Cayman Islands -0.4% -1.0% 7.6% n.a. -5.0% 

Costa Rica -3.7% -9.0% 68% n.a. -3.6% 

Dominica* -3.2% -4.5% 82.0% n.a. -4.7% 

Dominican Republic -4.0% -6.5% 47.0% n.a -3.0% 

El Salvador -11.0% -14.0% 90.0% n.a. -6.0% 

Grenada -0.7% -2.9% 69.0% n.a. -9.2% 

Jamaica 3.5% -2.9% 97.6% 91.5% -5.6% 

Panama -5.5% -7.0% 47.0% n.a. -2.0% 

St. Kitts and Nevis* -2.8% -6.8% 58.1% n.a. -8.1% 

St. Lucia -3.8% -6.9% 74.7% n.a. -8.5% 

St. Vincent and the Grenadines* 0.4% -7.7% 70.6% 67.8% -4.6% 

Suriname* -2.7% -6.9% 68.5% 66.1% -4.9% 

Trinidad and Tobago* -2.4% -10.9% 64.2% n.a. -4.5% 
 

Sources: IMF, Bloomberg, CIBC Capital Markets, Standard and Poor's, Moody’s. 
*Pre-COVID projections for primary  fiscal balance and debt 
NA: Not available. 

Table 2 
Ratings of Caribbean Sovereigns 

2019 Ratings 
  

 

Ratings Key 

Investment Grade High Yield 

 
S&P Moody’s  S&P Moody’s S&P Moody’s 

Aruba BBB+ NA  AAA Aaa BB+ Ba1 

The Bahamas BB Baa3 *-  AA+ Aa1 BB Ba2 

Barbados B- Caa3  AA Aa2 BB- Ba3 

Bermuda A+ A2  AA- Aa3 B+ B1 

Cayman NA Aa3  A+ A1 B B2 

Costa Rica B+ B2  A A2 B- B3 

Dominican Republic BB- Ba3  A- A3 CCC+ Caa1 

El Salvador B- B3  BBB+ Baa1 CCC Caa2 

Jamaica B+ B2  BBB Baa2 CCC- Caa3 

Panama BBB+ Baa1  BBB- Baa3 CC Ca 

Suriname CCC+ B3    C C 

Trinidad and Tobago BBB- Ba1      

*-: On review for downgrade 

Sources: Bloomberg, S&P, and Moody’s 
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Table 3 
Caribbean Bonds and Indicative Prices/Spreads (As of May 25, 2020) 

Aruba 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

ARUBA 4 5/8 09/14/23 97.05 5.62% 243.70 538.08 BBB+ NR BB 

Bahamas 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

BAHAMA 5 3/4 01/16/24 72.84 15.85% 1258.99 1456.66 BB Baa3 *- NA 

BAHAMA 6.95 11/20/29 74.60 11.40% 684.50 1068.88 BB Baa3 *- NA 

BAHAMA 6 5/8 05/15/33 70.17 10.99% 598.04 1002.78 BB Baa3 *- NA 

BAHAMA 7 1/8 04/02/38 82.21 9.17% 376.21 820.30 BB Baa3 *- NA 

Barbados 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

BARBAD 6 1/2 10/01/29 86.64 8.61% 283.88 855.66 B- NA NA 

Bermuda 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

BERMUD 4.138 01/03/23 104.55 2.32% 21.60 179.29 A+ A2 NA 

BERMUD 4.854 02/06/24 108.00 2.57% 45.36 203.07 A+ A2 NA 

BERMUD 3.717 01/25/27  103.66 3.10% 52.26 255.78 A+ A2 NA 

BERMUD 3.717 01/25/29  110.43 3.36% 61.74 267.80 A+ A2 NA 

Costa Rica 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

COSTAR 4 1/4 01/26/23 89.66 8.67% 456.57 826.67 B+ B2 B 

COSTAR 4 3/8 04/30/25 85.61 7.96% 354.68 753.23 B+ B2 B 

COSTAR 6 1/8 02/19/31 82.57 8.65% 309.00 818.60 B+ B2 B 

COSTAR 5 5/8 04/30/43 71.55 8.45% 211.40 762.54 B+ B2 B 

COSTAR 7 04/04/44 80.99 8.94% 229.23 810.72 B+ B2 B 

COSTAR 7.158 03/12/45 81.55 9.03% 237.13 820.83 B+ B2 B 

Dominican Republic 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

DOMREP 7 1/2 05/06/21 102.63 4.61% 13.31 410.32 BB- Ba3 BB- 

DOMREP 5 7/8 04/18/24 101.31 5.49% 168.39 500.28 BB- Ba3 BB- 

DOMREP 6.6 01/28/24 102.96 5.69% 233.13 527.77 BB- Ba3 BB- 

DOMREP 5 1/2 01/27/25 99.25 5.68% 200.54 529.10 BB- Ba3 BB- 

DOMREP 6 7/8 01/29/26 102.79 6.28% 232.78 583.62 BB- Ba3 BB- 

DOMREP 5.95 01/25/27 97.65 6.39% 229.61 587.66 BB- Ba3 BB- 

DOMREP 8 5/8 04/20/27 108.06 7.12% 226.76 637.72 BB- Ba3 BB- 

DOMREP 6 07/19/28 97.56 6.39% 211.83 583.09 BB- Ba3 BB- 

DOMREP 4 1/2 01/30/30 88.09 6.15% 190.86 546.76 BB- Ba3 BB- 

DOMREP 7.45 04/30/44 99.79 7.47% 168.72 662.23 BB- Ba3 BB- 

DOMREP 6.85 01/27/45 95.17 7.27% 152.98 642.52 BB- Ba3 BB- 

DOMREP 6 1/2 02/15/48 91.70 7.19% 146.80 632.95 BB- Ba3 BB- 

DOMREP 6.4 06/05/49 90.79 7.16% 144.98 630.80 BB- Ba3 BB- 

DOMREP 5 7/8 01/30/60 86.46 6.87% 118.10 603.03 BB- Ba3 BB- 

El Salvador 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

ELSALV 7 3/4 01/24/23 87.27 13.61% 971.30 1316.32 B- B3 B-u 

ELSALV 5 7/8 01/30/25 80.49 11.36% 723.16 1097.27 B- B3 B-u 

ELSALV 6 3/8 01/18/27 79.77 10.70% 603.85 1021.56 B- B3 B-u 

ELSALV 8 5/8 02/28/29 83.63 11.65% 631.81 1100.67 B- B3 B- 

ELSALV 8 1/4 04/10/32 81.14 11.15% 555.47 1043.30 B- B3 B-u 

ELSALV 7 5/8 09/21/34 77.22 10.78% 461.40 1006.11 B- B3 B-u 

ELSALV 7.65 06/15/35 78.07 10.59% 463.19 977.48 B- B3 B-u 

ELSALV 7 5/8 02/01/41 77.25 10.30% 409.74 947.84 B- B3 B-u 

ELSALV 7.1246 01/20/50 76.18 9.55% 316.33 867.77 B- B3 B- 
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Jamaica 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

JAMAN 7 5/8 07/09/25 106.62 6.10% 233.08 531.82 B+ B2 B+u 

JAMAN 9 1/4 10/17/25 112.34 6.50% 281.62 593.82 B+ B2 B+u 

JAMAN 6 3/4 04/28/28 104.50 6.03% 200.43 541.39 B+ B2 B+u 

JAMAN 8 1/2 02/28/36 112.41 7.17% 213.20 635.89 B+ B2 B+u 

JAMAN 8 03/15/39 111.88 6.86% 201.67 603.15 B+ B2 B+u 

JAMAN 7 7/8 07/28/45 111.11 6.93% 176.61 611.51 B+ B2 B+u 

Panama 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

PANAMA 4 09/22/24 107.81 2.10% -3.59 164.88 BBB+ Baa1 BBB 

PANAMA 3 3/4 03/16/25 107.27 2.15% -6.63 168.31 BBB+ Baa1 BBB 

PANAMA 7 1/8 01/29/26 125.03 2.38% 8.51 192.82 BBB+ Baa1 BBB 

PANAMA 8 7/8 09/30/27 140.24 2.78% 27.86 227.09 BBB+ Baa1 BBB 

PANAMA 3 7/8 03/17/28 111.18 2.30% -11.83 171.64 BBB+ Baa1 BBB 

PANAMA 9 3/8 04/01/29 146.20 3.31% 66.75 273.11 BBB+ Baa1 BBB 

PANAMA 3.16 01/23/30 106.14 2.44% -5.41 178.46 BBB+ Baa1 BBB 

PANAMA 6.7 01/26/36 139.47 3.42% 27.64 251.90 BBB+ Baa1 BBB 

PANAMA 4 1/2 05/15/47 119.48 3.39% 21.77 249.08 BBB+ Baa1 BBB 

PANAMA 4 1/2 04/16/50 118.68 3.49% 23.65 257.82 BBB+ Baa1 BBB 

PANAMA 4.3 04/29/53 115.93 3.48% 26.20 259.36 BBB+ Baa1 BBB 

PANAMA 3.87 07/23/60 110.08 3.41% 13.44 252.17 BBB+ Baa1 BBB 

Suriname 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

SURINM 9 1/4 10/26/26 29.84 40.70% 2873.98 3854.29 CCC+ B3 CCC 

Trinidad and Tobago 

Bond Price Yield 3m Yield Change Z-Spread S&P Moody's Fitch 

TRITOB 9 3/4 07/01/20 100.43 4.99% 307.20 4.25 BBB- Ba1 NA 

TRITOB 4 3/8 01/16/24 96.10 5.57% 303.80 500.82 BBB- Ba1 NA 

TRITOB 4 1/2 08/04/26 98.93 4.70% 166.60 412.87 BBB- Ba1 NA 

Source: Bloomberg (BVAL) and CIBC Capital Markets – FICC Strategy 
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Caribbean Economic Review Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

The unprecedented coronavirus pandemic has toppled global financial markets, and sent investor and consumer 
sentiment into a tailspin thus far in 2020. Though the global travel industry has been among the hardest hit, the disruption 
of supply chains and the implementation of stay-at-home orders, social distancing and other measures to contain the 
spread of the novel disease have brought productive activity across the world to a halt, signaling an economic downturn 
unmatched by the Global Financial Crisis. The slump in economic activity, particularly reduced demand from the airline 
industry, coupled with disagreement among OPEC+ regarding supply cuts has led to a collapse of oil prices, compounding 
an already dire state for some commodity exporters. The price of WTI crude oil plunged from US$61/barrel at the end of 
2019 to less than US$20/barrel at the end of April 2020. While a measured restart of production is under way in China, the 
epicenter of the outbreak, COVID-19 continues its march across the globe, leaving a deleterious trail of human, social and 
economic ramifications, including record spikes in unemployment. In response, major Governments have rolled out 
extensive fiscal support and major central banks have leaned further on monetary easing, aiming to keep economies 
afloat and prevent exacerbation into a financial crisis. In particular, the US Government has responded with a stimulus 
package in excess of US$2trn, while, in addition to rate cuts, the Federal Reserve has made similar-sized funding 
available, including support to small and medium-sized businesses. Broadly patterned across major markets, such 
measures position the global economy to emerge more quickly from the challenges wrought by the current crisis. 

The global pandemic has brought to the fore the Caribbean’s high dependence on the travel industry, and the importance 
of fiscal and external buffers to provide room to respond to large external shocks. Widespread air travel restrictions, 
border closures and the eventual termination of commercial flights to the region led to an almost immediate closure of 
hotels and a cessation of tourism services, while the region’s cruise industry has been sunk. Further, varying degrees of 
lockdown across most markets have limited productive capacity to essential services, cascading the economic fall-out 
beyond that implied by the drastic reduction in tourism activity. Meanwhile, the lower price of and demand for oil has 
tainted the economic prospects for Trinidad and Tobago, Suriname and Guyana, though the Guyanese economy could 
still likely register an expansion. These developments follow a broadly positive regional GDP performance in 2019, with a 
few exceptions – Aruba, Barbados, Curaçao and Trinidad and Tobago. Dominica and Sint. Maarten, in particular, were still 
in recovery mode from the devastation of the 2017 hurricanes, while The Bahamas likely registered mildly positive growth 
in the aftermath of Hurricane Dorian’s destruction to Grand Bahama and Abaco. 

To mitigate the economic fallout, regional Governments have sprung into action by strengthening healthcare systems and 
infrastructure, providing support to affected sectors and vulnerable segments of society, and boosting social services. 
Many Governments have also provided tax waivers and other incentives to entities retaining the majority of their staff and 
have taken steps to establish or enhance credit facilities for small and medium-sized businesses. However, compounding 
increased spending, the erosion of the tax base given reduced commercial activity has disrupted fiscal consolidation 
efforts and increased the pressure on the already strained fiscal positions of most markets, with only a few, including the 
Cayman Islands and Turks and Caicos Islands, accumulating adequate fiscal savings to reasonably respond to the shock. 
 

Chart 1 
Trends in Regional1 Tourist Arrivals 

 Chart 2 
Regional2 Loan Growth (y/y; %) 

 

 

  
Source: Caribbean Tourism Organization, Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Regional authorities and CIBC FirstCaribbean. 

                                                           
1 Caribbean region includes: Anguilla, Antigua and Barbuda, Aruba, the Bahamas, Barbados, Belize, British Virgin Islands, Cayman Islands, Curaçao, Dominica, Grenada, Jamaica, St. Kitts and Nevis, St. Lucia,  
St. Maarten and St. Vincent and the Grenadines. 
2 Caribbean region includes: Anguilla, Antigua and Barbuda, Aruba, the Bahamas, Barbados, Belize, Curaçao, Dominica, Grenada, Jamaica, St. Kitts and Nevis, St. Lucia, St. Maarten, St. Vincent and the Grenadines, Trinidad and Tobago, and 
Turks and Caicos Islands. 
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The Government of Barbados has temporarily reduced its primary surplus target from 6% to 1% of GDP, while Grenada 
has invoked the escape clause under its Fiscal Responsibility Law (FRL). The Bahamian Government’s fiscal deficit is 
now expected to surpass already widened post-Dorian estimates, while reduced Citizenship by Investment (CBI) inflows 
could further aggravate the fiscal deterioration of the Eastern Caribbean Islands. Meanwhile, the dwindling of tourism 
exports, only partially mitigated by reduced oil imports, combined with lower remittances, FDI and CBI receipts, is 
expected to significantly widen the external current account deficits and increase the balances of payments financing 
needs of tourism dependents, while lower energy exports produce similar external financing gaps for oil producers. While 
most Governments have engaged international financial institutions, bilateral creditors and donor institutions to obtain 
budgetary and external support, financing gaps likely remain in some instances. Further, already high debt levels and/or 
borderline FX reserves in some markets, coupled with the uncertainty associated with the pandemic, limit the feasibility of 
capital markets borrowing at this time. Standard and Poor’s has already downgraded the sovereign credit ratings of some 
markets – The Bahamas, Belize, Curaçao, Trinidad and Tobago and Suriname – and has revised the outlooks for Jamaica 
and Aruba from ‘Stable’ to ‘Negative.’ Moody’s has also downgraded Suriname and has placed The Bahamas on review 
for downgrade. 

Regional central banks have taken steps to augment domestic liquidity in financial systems and safeguard FX reserve 
levels. On the external front, some central banks, including those in Jamaica, The Bahamas, Aruba, Curaçao and Sint. 
Maarten, have temporarily suspended FX purchases for external investments and approvals for dividend declarations. 
Domestic liquidity measures have included the lowering of domestic reserve requirements, repo rates and interest rates at 
discount windows, and other enhancements to the provision of credit support to financial institutions. Additionally, several 
central banks have reached agreement with respective bankers’ associations to provide loan repayment moratoriums to 
affected clients, while a few institutions have relaxed capital and liquidity requirements. 

In its April 2020 World Economic Outlook, the IMF projects a 3% contraction of the global economy in 2020 under its 
baseline scenario, with steeper declines for the region’s major trading partners, the US (-5.9%), the UK (-6.2%) and 
Canada (-6.5%). While sharp declines in economic activity are also projected for all of the region’s markets, except 
Guyana, uncertainty clouds the magnitude of declines, as recovery depends on the length of time it takes to contain the 
virus, the availability of an effective treatment or vaccine, and the rebound of the global travel industry. Further, a second 
wave of infections or a natural disaster, even as the 2020 hurricane season approaches, could worsen expected 
downturns. While the regional domestic policy responses and stimulus packages announced are important to safeguard 
liquidity and the support the economy, these measures do not significantly improve short-term prospects because of the 
large magnitude of the external shock. Instead, they cushion the economic fall-out by preventing long-term economic 
damage and the collapse of small and medium-sized enterprises, and provide a base for a stronger economic recovery. 
Digitization efforts to enhance e-commerce capacity and the efficiency of conducting business also help to negate the 
impact of social distancing requirements. Following periods of lockdown, many Governments have embarked on a phased 
reopening of domestic business activity while CARICOM has approved a plan for the phased resumption of intra-regional 
travel from June 2020. However, the key to the Caribbean’s recovery lies in the rebound of international travel and 
cruised-based operations, which is not within immediate sight. 

Chart 3 
Regional3 Inflation and Intl. Commodity Prices (y/y; %) 

 

  

Source: Regional authorities, International Monetary Fund and CIBC FirstCaribbean. 
* Average of U.K. Brent, Dubai and West Texas Intermediate + International Monetary Fund Food Index. 

                                                           
3 Caribbean region includes Anguilla, Antigua and Barbuda, Aruba, Barbados, Belize, British Virgin Islands, Cayman Islands, Curaçao, Dominica, Grenada, Jamaica, St. Kitts and Nevis, St. Lucia, St. Maarten, St. 
Vincent and the Grenadines and Trinidad and Tobago. 
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Antigua and Barbuda Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

Preliminary data from the Eastern Caribbean Central Bank suggest that economic growth remained positive during 2019 

buoyed by stay-over tourism activity, but likely moderated relative to the 7.4% recorded during 2018. 

 Cruise ship calls to Antigua and Barbuda fell 7.5% y/y during 2019, attributed to the return to normal levels 

following an expansion associated with port disruptions in hurricane-affected markets. Thus, the number of cruise- 

ship passenger arrivals fell 7.6% y/y. Conversely, stay-over tourism activity remained robust, with total stay-over 

arrivals increasing 11.9% y/y. Arrivals from the US, the largest source market, expanded 15.5% y/y, while arrivals 

from the UK, Canada, the Caribbean and other countries rose 10.4% y/y, 1.7% y/y, 8.1% y/y and 22.2% y/y, 

respectively. Total visitor spending increased 16.5% y/y during the year. 

 Preliminary indicators of construction and investment activity suggest a likely moderation. Imports of machinery 

and transport equipment rose 1.9% y/y, but imports of inedible crude materials except fuels declined 10.9% y/y. 

Meanwhile, while Government spending on capital works rose US$4.1mln (25.1% y/y) during January to 

September 2019. 

Consumer prices rose 1.5% y/y during December 2019, largely reflecting higher prices of food and non-alcoholic 
beverages (up 1.8% /y) and transport (up 3.3% y/y). 

Developments in Financial Markets 
Banks’ loan quality and capital adequacy improved, while strong loan demand reduced excess liquidity during 2019. 
 

 Loan growth advanced 6.9% y/y, reflecting greater corporate and retail lending. Retail loans grew 2.9% y/y while a 

21.6% expansion in business loans eclipsed a 5.3% fall-off in public sector loans and lifted corporate lending 

10.6% y/y. 

 Meanwhile, retail deposits slipped 6.0% y/y, but corporate and non-resident deposits rose 8.4% and 38.0%, 

respectively. Total deposits advanced 1.5% y/y. 

 Commercial banks’ loan-to-deposit ratio rose 3.6 percentage points y/y to 69.2% at December 2019, while the 

weighted average lending and deposit rates rose from 8.44% to 8.53% and 1.43% to 1.53%, respectively. 

 The non-performing loan ratio improved to 5.3% at December 2019 from 6.4% one year earlier, while capital 

adequacy rose 3.1 percentage points y/y to 39.4%. Banks’ annualized return on assets remained unchanged y/y 

at 1.4% at the end of the same period. 

 
Chart 1 
Stay-Over Tourist Arrivals 

  
Chart 2 
Inflation (y/y; %) 

 

 

 

Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean, Caribbean Tourism Organization.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Government Debt 

Despite greater Citizenship by Investment (CBI) flows, increased spending worsened the Government’s fiscal deficit by 

US$19.8mln to US$43.0mln during January to September 2019. 

 Current revenue advanced US$12.8mln to US$232.8mln. Tax receipts declined US$2.8mln as taxes on 

international trade and transactions and property rose US$0.5mln and US$2.5mln, respectively, but taxes on 

income and profits and on domestic goods and services fell US$0.6mln and US$5.2mln, respectively. In contrast, 

non-tax receipts rose US$15.6mln, propelled by a US$19.3mln expansion in Citizenship by Investment (CBI) 

inflows. Meanwhile, capital receipts registered a US$0.2mln uptick. 

 Total Government expenditure expanded US$32.8mln to US$276.7mln. Greater spending on personal 

emoluments (up US$8.5mln), goods and services (up US$9.6mln) and transfers and subsidies (up US$11.1mln) 

overshadowed reduced payment of interest (down US$0.5mln) and lifted current expenditure US$28.7mln (12.6% 

y/y). Capital outlays also increased (US$4.1mln) during the nine-month period. 

Public debt rose 4.5% y/y to US$1.28bln, approximately 74.1% of GDP at the end of September 2019.  

COVID-19: Developments, Policy Responses and Outlook 

The rapid spread of COVID-19 across the globe led to massive cancellations of hotel bookings before confirmation of the 

first case in Antigua and Barbuda on March 13, 2020. Since then, the suspension of cruise operations and the cessation 

of major airline operations have brought tourism activity to a complete halt. Further, the introduction of curfews and the 

restriction of non-essential services have reduced business activity in most other economic sectors and increased 

unemployment. Even though the Government has announced a partial reopening of the domestic economy by mid-May, 

the shock to the tourism sector is expected to generate a significant contraction in productive activity. The IMF places this 

estimate at -10% in 2020, while the ECCB projects declines ranging from 10% to 20% for its member countries. 

In response to the crisis, the IMF reports that the Government announced a 20% reduction in electricity costs to the public 

and fuel costs to fishermen for 90 days, incentives for home renovation and construction, suspension of tariffs on food 

imports and expanded social services. On the back of a weaker fiscal performance in 2019, the fiscal deficit is expected to 

widen considerably as revenues shrink and inflows from CBI dwindle. The loss of tourism receipts, partially mitigated by 

lower oil prices will also generate a worsening of the external current account. While the FX reserves of the currency union 

maintain a backing ratio of approximately 100% of demand liabilities, the simultaneous shock to all of its member 

territories will likely result in some losses. The ECCB has actively engaged with international financial institutions to obtain 

assistance for member countries, which could augment reserve levels. Thus far, the Caribbean Development Bank has 

approved a US$13mln loan to help finance response efforts. Meanwhile, the ECCB has provided financial support through 

grants of EC$500mln to each member and has increased its lending capacity to member Governments.  

Further, the central bank cut its discount rate from 6.5% to 2% and reached an agreement with the ECCU Bankers’ 

Association on a loan deferral programme for clients for up to six months. 
 
Chart 3 
Public Sector Debt Outstanding 

 

 

 

 
Chart 4 
Growth in Key Balances (y/y; %) 

 

 

 

Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Aruba Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

The Aruban economy performed weaker than Centrale Bank van Aruba (CBA) initially expected, with real GDP growth 

now estimated to have declined 0.7% in 2019. Tourism and investment activity likely sustained a modest growth trajectory, 

but ongoing fiscal consolidation likely weighed on domestic consumption. 

 Total stay-over arrivals and visitor nights grew 4.1% y/y and 2.3% y/y, respectively, during January to October 

2019. Arrivals from North America rose 12.5% y/y, largely reflecting a 13.3% increase from the US, while 7.4% 

greater tourists from the Netherlands contributed to a 5.4% y/y expansion in European visitors. However, arrivals 

from Latin America declined 31.6% y/y, particularly Venezuela (down 72.0% y/y), while arrivals from all other 

markets fell 24.1% y/y. Meanwhile, cruise passenger arrivals advanced 2.1% y/y during 2019, despite 3.0% fewer 

calls. 

 Preliminary indicators point toward an uptick in construction output during 2019. The number and value of 

construction permits rose 21.7% y/y and 86.3% y/y, respectively, while the number of connections for electricity 

and water grew 3.6% y/y and 2.1% y/y, respectively. 

Fiscal policy adjustments during the year contributed to accelerated inflation, with consumer prices increasing 5.2% y/y 
during February 2020 compared to 3.0% y/y one year earlier. 

Developments in Financial Markets 
Loan and deposit growth continued to advance over the year ended December 2019, while loan quality improved and 
capital adequacy remained adequate. 

 Commercial bank credit expanded 6.7% y/y. Increased lending to businesses pushed total corporate lending 

12.3% higher y/y, while a 6.8% y/y rise in mortgage lending eclipsed a 3.6% fall-off in consumer loans, and led to 

a 4.6% increase in retail loans. 

 Total deposits grew more modestly (up 2.8% y/y) as demand, savings and time deposit balances rose 2.1% y/y, 

0.3% y/y and 7.1% y/y, respectively. 

 Banks’ loan-to-deposit ratio rose 2.8 percentage points to 77.0% at December 2019. The weighted average 

lending rate fell 50bps y/y to 6.1%, but the weighted average deposit rate increased 90bps y/y to 2.5% at the end 

of the year.  Loan performance improved as the non-performing loan ratio fell from 3.9% to 3.0%, while the capital 

adequacy ratio fell marginally y/y to 30.9% but remained adequate at the end of the same period. 

Net foreign assets at the Central Bank fell 2.5% y/y to US$1.0bln or approximately 23.1 weeks of 2019 estimated imports 

of goods and services during February 2020. 

               

 

Chart 1 
Real GDP and Unemployment (%) 

 Chart 2 
Growth in Tourist Arrivals and Length of Stay 

 

 

 

Source: Centrale Bank van Aruba and CIBC FirstCaribbean.  Source: Caribbean Tourism Organization, Centrale Bank van Aruba and CIBC FirstCaribbean. 
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Government Debt 
The Government of Aruba likely surpassed its fiscal target (-0.5% of GDP) for 2019 agreed with the Netherlands, as the 
overall financial balance improved US$23.7mln to a US$1.8mln deficit – a predominantly revenue-side adjustment. 

 Tax revenues rose US$52.9mln (8.0%), primarily reflecting the full-year impact of the mid-2018 turnover rate hike, 

an increase in excise taxes on alcohol, tobacco, and cider, and the introduction of an excise tax on sugary drinks 

announced in the 2019 Budget. The turnover tax, taxes on commodities, taxes on property, taxes on services and 

the foreign exchange tax rose US$40.5mln, US$11.5mln, US$4.4mln, US$1.4mln and US$1.9mln, respectively, 

but taxes on income and profit fell US$6.8mln. Non-tax receipts also advanced (up US$4.7mln). 

 Total expenditure increased US$35.8mln (4.8%). Greater spending on wages (up US$9.2mln), employers’ 

contributions (up US$2.2mln), wage subsidies (up US$1.5mln), goods and services (up US$28.0mln) and 

investment (up US$11.6mln) outweighed lower outlays on interest (down US$0.5mln), transfers to General Health 

Insurance (down US$11.5mln) and transfers and subsidies (down US$4.7mln). 

Total debt climbed 0.4% to US$2.41bln (approximately 73.8% of GDP) at the end of 2019. Domestic debt rose 4.8% y/y to 
US$1.18bln, but foreign debt fell 0.6% y/y to US$1.24bln. 

COVID-19: Developments, Policy Responses and Outlook 

Tourism contributes 87% to Aruba’s economy when indirect effects are included. As one of the most tourism-dependent 

markets in the region, the Aruban economy will suffer a major blow. Prior to the pandemic, Aruba’s growth prospects 

remained lacklustre. Now, the suspension of inbound travel, alongside restriction of non-essential activities and ‘shelter-in-

place’ directives, sharply escalates Aruba’s economic woes, with calamitous consequences for productive output. The IMF 

projects a 13.7% real GDP contraction in 2020, while the Aruban Government believes the decline could reach 44%. 

The expected fall-out from reduced tourism receipts, though likely to be partially mitigated by lower imports, also has the 

potential to challenge Aruba’s FX reserve adequacy. In an effort to safeguard external buffers, the CBA has announced 

the suspension of foreign exchange licenses for all outgoing capital transactions.  

Further, the Government has abandoned its fiscal consolidation reforms, and has rolled out a fiscal emergency plan to 

support the economy’s recovery through unemployment relief, investment in small and medium-sized businesses with less 

than 50 employees, and funding for the social insurance schemes.  Aruba’s ties to the Netherlands provide some financial 

backing, but with conditions. The Netherlands has approved US$23.9mln in short-term liquidity support in the form of a 

zero interest loan over two years, after which an assessment would be conducted to determine repayment terms and 

whether part can be converted to a grant. Further, the Kingdom announced plans to assess long-term financing needs, but 

in the context of reforms necessary to build greater resilience. In response, the Aruban Government agreed to a 10% 

salary cut for members of Government, members of parliament, and Government directors and advisors, and a 5% cut for 

all other employees. Aruba was granted permission to seek a maximum loan of US$325.6mln on the capital market, 

without guarantee by the Netherlands; however, efforts were proving difficult following a credit rating downgrade by Fitch.  

l 

 

 

 

 

 

 

 

 

 
Chart 3 
Inflation (y/y; %) 

  
Chart 4 
Growth in Key Balances (y/y; %) 

 

 

 

Source: Centrale Bank van Aruba and CIBC FirstCaribbean.  Source: Centrale Bank van Aruba and CIBC FirstCaribbean. 
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The Bahamas Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

The strong tourism performance prior to passage of Hurricane Dorian in September 2019 likely led to mildly positive 

economic growth in 2019; since then, tourism data available to March 2020 point toward a downturn. 

 Total visitor arrivals advanced 9.5% y/y in 2019. Air arrivals rose 6.7% y/y despite a 10.6% y/y fall-off during the 

last four months of the year, while growth in sea arrivals remained strong throughout the year (up 10.3% y/y), 

even with declines to Grand Bahama and Abaco. Since then, the number of air and sea visitors fell (down 28% y/y 

and 10.5% y/y, respectively) during January to March 2020, as declines to Grand Bahama and Abaco became 

more obvious in January and February and the COVID-19-related disruption of international travel became 

evident in March 2020.   

 Ongoing foreign investment projects continued to progress, while the commencement of post-hurricane 

construction activity at the end of the year likely contributed an uptick. However, domestically funded construction 

activity likely remained tepid during 2019 as both commercial and residential loan disbursements fell. 

The results of the latest Bahamas Labour Force Survey, only conducted on New Providence in light of the destruction on 

Grand Bahama and Abaco, suggest that the unemployment rate on New Providence rose from 9.4% in May 2019 to 

10.7% in December 2019. Even though the number of employed persons rose 2.2%, results suggested that persons 

relocating from Grand Bahama and Abaco represented approximately 2% of the labour force at the end of the year. 

Consumer price inflation slowed to 1.8% y/y during September 2019.  

Developments in Financial Markets 

Reinsurance receipts boosted external reserves and contributed to increased excess liquidity in the banking system, while 

loan delinquencies continued to improve during 2019. 

 Corporate loan balances advanced 7.8% y/y during 2019, reflecting greater lending to businesses (5.7% y/y) and 

the public sector (10.1% y/y), but retail loans slipped 0.8% y/y as mortgages (down 1.1% y/y) and consumer loans 

(down 0.3% y/y) dipped. Consequently, total loans and advances rose 1.4%. 

 Meanwhile, total deposits rose 6.4% y/y during the year as higher balances of retail (up 9.4% y/y) and corporate 

deposits (up 14.0% y/y) eclipsed a 1.1% y/y contraction in non-resident deposits.  

 Surplus liquid assets in commercial banks rose 24.0% y/y to US$1.96bln at February 2020, reflecting the deposit 

of reinsurance receipts following Hurricane Dorian. Reinsurance receipts were also largely responsible for a 50% 

y/y expansion in external reserves to US$2.00bln at March 2020, an estimated 18.0 weeks of 2020 projected 

imports of goods and services. The weighted average lending and deposit rates dipped 10bps and 52bps to 

10.48% and 0.38%, respectively, while the private sector non-performing loan ratio continued on its downward 

trajectory, improving to 1.3 percentage points y/y to 7.9% at the end of the same period. 

Chart 1 
Growth in Tourist Arrivals 

 Chart 2 
Inflation (y/y; %) 

 

 

 
Source: Caribbean Tourism Organization and CIBC FirstCaribbean.  Source: Central Bank of the Bahamas and CIBC FirstCaribbean. 
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Government Debt 

The Government of The Bahamas made substantial progress with fiscal consolidation, reducing the deficit to 1.7% of GDP 

during FY2018/19. However, greater spending following the passage of Hurricane Dorian led to a US$14.1mln widening of 

the deficit to US$188.6mln during H1 of FY2019/20 ended December 2019. 

 Total revenue advanced US$91.9mln (9.1% y/y), largely reflecting greater tax receipts. Taxes on goods and 

services (up US$72.1mln or 11.1% y/y), particularly VAT, continued to expand even with the post-hurricane 

disruption to economic activity, while taxes on international trade and transactions also rose (up US$25.3mln y/y).  

 Meanwhile, increased spending on compensation of employees, subsidies and grants, interest payments and 

other payments pushed current expenditure US$69.4mln (6.3% y/y) higher, while capital outlays grew 

US$36.6mln (45.8% y/y), attributed to the Government’s hurricane response. 

The national debt level in the Bahamas continued to climb, reaching US$8.46bln at the end of December 2019. 

Government deficits were largely financed by domestic borrowing, which grew 5.3% y/y and accounted for 66.8% of total 

central Government debt at the end of the year. In contrast, contingent liabilities fell US$28.1mln to US$724.1mln. 

COVID-19: Developments, Policy Responses and Outlook 

The COVID-19 pandemic compounds the already fragile state of the Bahamian economy, coming on the heels of 

Hurricane Dorian’s devastation in 2019. Apart from the tourism implosion emanating from the country’s high dependence 

on now-suspended travel services, policies to curb the spread of the disease across the islands have produced rippling 

negative effects on productive activity and employment. Tourism contributes 40% of the Bahamian economy when indirect 

contributions are considered. Thus, the abrupt halt of air and cruise passenger traffic, coupled with the resulting closure of 

major resorts, including Atlantis and Baha Mar, will have devastating consequences. Further, imposed lockdowns have led 

to dwindling economic activity in most other sectors, multiplying the number of furloughed workers, while requirements for 

social distancing have led to the cancellation of several events, including Bahamas Carnival 2020. While the eventual 

economic fall-out remains dependent on the length and severity of the pandemic, the IMF’s latest projections suggest a 

real GDP contraction of 8.3% in 2020, but Standard and Poor’s expects the decline to reach 16%. 

The Government announced supportive measures to the tune of US$65.7mln (0.6% of GDP), including spending on 

health, food programs and income buffers for self-employed persons, funding for loans to small and medium-sized 

enterprises, and tax breaks to entities retaining at least 80% of staff. Pre-COVID-19, the Government projected a 

US$677.5mln (5.3% of GDP) fiscal deficit for FY2019/20. Now, the likelihood of attaining this target has diminished, with 

the Government reportedly revising its estimate to US$800mln and Standard and Poor’s warning it could reach close to 

US$1bln. The country’s debt burden is, therefore, likely to surpass post-Dorian projections sharply. 

The recent boost in FX reserves from Hurricane Dorian-related reinsurance receipts, along with reduced oil prices, implies 

better external buffers, but diminished tourism receipts will result in drainage of FX reserves over the coming months. 

Standard and Poor’s lowered the Bahamas rating from ‘BB+’ to ‘BB’ on April 16, 2020, while Moody’s placed the credit 

under review for downgrade on April 9, 2020. 

Chart 3 
Foreign Direct Investment (January to September) 

 Chart 4 
Growth in Key Balances (y/y; %) 

 

 

 

Source: Central Bank of the Bahamas and CIBC FirstCaribbean.  Source: Central Bank of the Bahamas and CIBC FirstCaribbean. 
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Barbados Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

The Central Bank of Barbados (CBB) reports that the dramatic fall-off in tourism activity during the second half of March 

led to a 3.0% contraction in economic output during Q1 2020.  

 The cancellation of travel plans, the cessation of flights and the halt of cruise operations in the wake of COVID-19 

led to a 17.9% y/y decline in long-stay arrivals and an 11.5% y/y fall-off in cruise passenger arrivals during 

January to March 2020. Consequently, many hotels, restaurants, and other providers of tourism services ceased 

operations, with activity in the sector estimated to have declined 16.2% y/y. 

 Non-sugar agriculture fell 4.1% y/y as declines in the production of root crops, other meats and milk eclipsed 

greater vegetable crop and chicken production. Further, despite gains in sugar output due to the early start of the 

harvest, total agricultural output slipped 1.5% y/y. Construction output registered a 5.0% uptick, while value-added 

in the distribution sector rose marginally y/y. However, activity in most other sectors remained weak. 

The shutdown of tourism operations, coupled with the closure of non-essential businesses following the implementation of 
the curfew, likely led to a sharp rise in unemployment. Unemployment claims reached 36,482 during May 2020, after 
averaging 624 during the first two months of the year. 
 
Consumer prices rose 4.3% y/y during March 2020. Higher prices of vegetables continued to drive up the price of food 
and non-alcoholic beverages while the price of transport also increased during the period. 

Developments in Financial Markets 
Deposit taking institutions’ (DTIs) total loans and advances slipped 0.3% y/y over the 12 months ended February 2020. 
Specifically, lending by credit unions and finance and trust companies rose 3.3% y/y and 0.6% y/y, respectively, but 
lending by commercial banks fell 0.6% y/y. Total deposit liabilities expanded 3.4% y/y as transferable deposits fell 6.1% 
y/y, but other deposits increased 11.5% y/y. 

Consequently, excess liquidity continued to climb, with commercial banks holding excess at the Central Bank, equivalent 
to 18.7% of deposits, at the end of March 2020, compared to 15.5% one year earlier. Commercial banks’ weighted 
average loan rate fell 34bps y/y to 6.27% at February 2020, while the average mortgage rate in particular fell 29bps y/y to 
5.05%. Meanwhile, the weighted average deposit rate remained unchanged at 0.15%. 

Commercial banks’ non-performing loan ratio rose marginally since December 2019 to 6.9% in March 2020, while their 
capital adequacy ratio also climbed marginally y/y to 13.6% since year-end. At the same time, the 12-month return on 
average assets improved to 1.8% at March 2020 compared to -1.3% one year earlier. 

Gross international reserves continued to accumulate, increasing to more than US$850mln, or 21 weeks of import cover, 
at the end of April 2020, compared to 13.6 weeks at March 2019. 

 

Chart 1 
Key Economic Indicators (%) 

 Chart 2 
Net Foreign Direct Investment 
(January - March US$mln)  

 

 

 

Source: Central Bank of Barbados, Barbados Tourism Marketing Inc. and CIBC FirstCaribbean.  Source: Central Bank of Barbados and CIBC FirstCaribbean. 
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Government Debt 
Despite below-target revenue, the Government met its 6% of GDP primary surplus target for FY2019/20 and the fiscal 
balance improved to a US$192.3mln surplus from a US$15.3mln deficit during FY2018/19. 
 

 Tax receipts fell US$20.7mln despite a US$26.7mln expansion in property taxes. Tax band adjustments led to a 

US$13.7mln fall-off in personal income tax while the revised corporation tax regime, alongside the grandfathering 

of some international business companies, contributed to a US$23.3mln reduction in corporation tax, particularly 

during Q1 2020. Collections of other direct taxes also fell (down US$12.3mln), reflecting the shift of the Health 

Service Levy off-budget (US$7.5mln) and a US$5mln fall-off in withholding taxes, attributed to reduced interest 

income on restructured bonds and the elimination of taxes on royalties and management fees to non-residents. 

Meanwhile, indirect taxes rose US$0.4mln as increased collections of VAT (up US$13.0mln), import duties (up 

US$8.9mln), and other indirect taxes (up US$13.1mln) eclipsed a US$24.7mln fall-off in the repealed NSRL and 

US$10.2mln decline in excise taxes. Non-tax revenue and grants rose (up US$15.9mln) during the period. 

 Current outlays fell US$209.3mln (14.8% y/y). Government spending on transfers and subsidies fell US$149.1mln 

(23.4% y/y), with grants to public institutions, in particular, falling US$148.6mln, largely reflecting lower transfers to 

public entities now funded by off-budget revenues. Interest payments declined US$67.6mln, primarily because of 

a US$75.0mln reduction in domestic interest. Expenditure on wages and salaries also fell (down US$2.3mln), 

mainly because of attrition, but spending on goods and services rose US$9.6mln, partially reflecting the 

acquisition of medical supplies in preparation for the COVID-19 pandemic. Meanwhile, capital spending increased 

marginally y/y, but included COVID-19-related transfers to the Queen Elizabeth Hospital for equipment and 

outlays for the outfitting of Harrison’s Point quarantine facility. 

Gross public sector debt, including arrears, fell from US$6.42bln (125.5% of GDP) at March 2019 to US$6.18bln (118.0% 
of GDP) at March 2020. Total external debt, in particular, declined from 31.5% of GDP to 29.5% of GDP.  

COVID-19: Developments, Policy Responses and Outlook 
The CBB expects the effects of the COVID-19 pandemic to induce a greater than 10% decline of real GDP in 2020. These 
developments have dramatically altered the path of fiscal consolidation and will result in a deterioration of the external 
current account. However, the national debt restructuring, the achievement of IMF-program targets thus far, and support 
from other international financial institutions have placed Barbados in a better position to respond to this crisis. 

The Government has announced a US$45mln expansion in capital works for FY2020/21, the introduction of a household 
survival program (US$10mln), support for the self-employed (US$4.3mln), and liquidity support for the National Insurance 
Scheme. Support for businesses retaining 75% of staff includes deferment of NIS contributions, establishment of a 
US$20mln VAT loan fund (to be capitalised from the Catastrophe Fund), and a US$10mln Small Business Loan Fund. 
The Government is also working with IDB Invests to establish a US$100mln Tourism Facility to provide working capital 
and investment loans to Barbadian hotels during this period. Although uncertainty remains high, these announcements, 
along with private sector projects already started and in the pipeline, provide a cushion for a stronger economic recovery. 

MF staff has agreed on a deviation of the primary surplus target to 1% of GDP for FY2020/21, and on approval by the 
Executive Board, Barbados will receive US$140mln, which includes an additional US$90mln for budgetary support.  

Chart 3 
Inflation (y/y; %) 

 Chart 4 
Developments in Credit Market Indicators (%) 

 

 

 
Source: Central Bank of Barbados and CIBC FirstCaribbean.  Source: Central Bank of Barbados and CIBC FirstCaribbean. 
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Belize Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

The Statistical Institute of Belize (SIB) indicates that economic growth slowed to 0.3% y/y during 2019. Tourism activity 

underperformed, while severe drought adversely affected agricultural output and hydroelectricity power generation. 

 Output in the primary sector slipped 0.7% y/y as a 0.9% fall-off of agriculture, hunting and forestry output 

overshadowed a 0.9% uptick in fish production. Sugar cane deliveries (long tons), the production of bananas and 

the production of marine exports rose 3.3% y/y, 4.2% y/y and 1.0% y/y, respectively, but citrus deliveries (boxes) 

contracted 20.3% y/y and 1.0% y/y, respectively, during the period.  

 Value-added in the secondary sector also fell (down 11.7% y/y). A 23.5% y/y decline in the production of 

electricity and water and an 18.4% y/y contraction in construction activity eclipsed a 1.9% y/y increase in 

manufacturing activity. 

 The tertiary sector advanced 2.6% y/y. Output of wholesale and retail trade and transport, storage and 

communication rose 2.0% y/y and 4.1% y/y, respectively, but tourism value-added dipped 0.6% y/y.  Cruise-ship 

disembarkations fell 3.1% y/y, with port calls down by 21 to 371 ships, while growth in stay-over arrivals slowed to 

2.1% y/y from 12.6% y/y in 2018, attributed to an influx on sargassum seaweed along the shore. 

The SIB reports that the employment rate rose from 7.7% in April 2019 to 10.4% in September 2019. While consumer 

prices slipped 0.2% y/y during March 2020. The prices of transport and housing, water, fuel and power rose 0.2% y/y and 

0.8% y/y, but the price of food and non-alcoholic beverages fell 0.4% y/y. 

Developments in Financial Markets  

Domestic banks’ excess liquidity declined, while interest rates edged upward over the 12 months ended January 2020. 

 Total loans and advances rose 6.8% y/y. Personal lending balances increased 4.4% y/y, while greater lending to 

the agriculture (up 13.0% y/y), tourism (up 19.0% y/y), construction (up 4.8% y/y) and real estate (up 7.9% y/y) 

sectors was largely responsible for a 7.7% expansion in non-personal loans. 

 Retail and corporate deposits increased 6.0% y/y and 5.6% y/y, respectively, but non-resident deposits fell 3.6% 

y/y, lifting the total 5.8% y/y. 

The loan-to-deposit ratio rose marginally y/y to 77.9% at January 2020. Meanwhile, the weighted average lending rate 
rose 9bps y/y to 8.98%, while the weighted average deposit rate rose 3bps y/y to 1.26%, increasing the spread to 7.72%, 

Gross official international reserves trended downward, declining 5.5% y/y to US$271.1mln or 11.5 weeks of imports of 
goods and services at January 2020, just below three months of imports of goods and services. 

 

 

  

 
Chart 1 
Key Economic Indicators (%) 

  
Chart 2 
Inflation (y/y; %) 

  

 

  

Source: Central Bank of Belize, Caribbean Tourism Organization and CIBC FirstCaribbean.  Source: Central Bank of Belize and CIBC FirstCaribbean. 
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Government Debt 

Belize’s lacklustre economic performance depressed revenue growth and worsened the Government’s fiscal balance by 

US$38.7mln to a US$27.6mln deficit during H1 of FY2019/20 ended September 2019. Preliminary data suggests that the 

Government did not meet its 2% primary surplus target that was set following the debt restructuring in 2017. 

 Current revenue declined US$5.0mln (1.7% y/y). Tax receipts rose US$1.9mln (0.7% y/y) as taxes on income on 

profits, property, and goods and services increased US$1.9mln, US$0.4mln and US$0.5mln, respectively, but 

taxes on international trade and transactions fell US$0.8mln. However, non-tax revenue declined US$6.9mln 

(20.7% y/y) as receipts for licenses rose US$0.9mln but property income and other non-tax revenue fell 

US$5.7mln and US$2.1mln, respectively. Meanwhile, grants also declined (down US$4.2mln), but capital revenue 

increased US$0.6mln. 

 Government expenditure expanded US$30.0mln (10.3% y/y). Greater spending on wages and salaries (up 

US$4.1mln), goods and services (US$3.6mln), interest payments (US$2.3mln), and subsidies and current 

transfers (up US$3.0mln) overshadowed a US$0.6mln fall-off in pension payments, pushing current expenditure 

US$12.4mln higher y/y. Meanwhile, capital outlays grew US$17.7mln y/y. 

Public sector debt continued to climb (up 3.9% y/y) to US$1.88bln (about 100% of GDP) at January 2020. Central 

Government domestic debt rose 8.2% y/y to US$572.1mln, while public sector external debt rose 2.1% y/y to US$1.31bln.  

COVID-19: Developments, Policy Responses and Outlook 

The COVID-19 pandemic has struck the Belizean economy in an already weakened state, following three successive 

quarters of decline in 2019. The tourism sector in particular, which contributes over 40% to GDP (including indirect 

effects), has suffered a major blow, while efforts to stymie the spread of the virus domestically have brought most non-

productive activity to a halt. Thus, the economy will slump into a deeper recession, with projected declines ranging from 

4% (Standard and Poor’s) to 12% (IMF). 

To mitigate adverse economic effects, the Government announced a fiscal stimulus of US$12.5mln to support 

unemployment relief, particularly in the tourism sector, and an emergency countrywide food assistance plan. With no 

fiscal space and high levels of public debt, the Government proposes reallocation of resources to fund its plan. However, 

the erosion of the tax base from reduced economic activity creates a much larger financing gap. Alongside borrowing from 

the Central Bank and working with the international donor community, the Government is exploring additional borrowing 

from the World Bank, the Inter-American Development Bank, and bilateral creditors. Thus far, the Caribbean 

Development Bank has approved a US$15mln emergency loan to help with response efforts. While external borrowing 

could aid to prop up the declining FX reserves, levels will likely fall further as the impact of dwindling tourism receipts, 

partially mitigated by lower prices, lead to a significant widening of the external current account deficit. On April 16, 2020, 

Standard and Poor’s lowered Belize’s credit ratings from ‘B-’ to ‘CCC’, citing the heightened fiscal and external risks in the 

wake of the COVID-19 pandemic. 

Chart 3 
Foreign Direct Investment (January–September) 

 Chart 4 
Developments in Credit Market Indicators (y/y; %) 

 

 

 

Source: Central Bank of Belize and CIBC FirstCaribbean.  Source: Central Bank of Belize and CIBC FirstCaribbean. 
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Bermuda Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 
The Government of Bermuda estimates that real GDP expanded between 1% and 2% during 2019. Tourism activity 
underperformed, but other preliminary indicators suggest a mixed performance. 

 Air arrivals declined 4.4% y/y during the year, largely attributed to a 4.9% fall-off in seating capacity as two 

airlines cut flights from New York and Boston. Arrivals from Bermuda’s largest source market, the US (76% of 

arrivals), fell 5.6% y/y, while arrivals from Europe (down 1.1% y/y) and other markets (down 10.1% y/y) also fell. 

However, the number of tourists from Canada and the UK rose 0.4% y/y and 3.3% y/y, respectively. The total 

average length of stay rose 1.7% y/y, while total air visitor spending increased 5.7% y/y. Meanwhile, cruise 

passenger arrivals advanced 10.6% y/y, in line with a 5.8% expansion in cruise ship calls, but yacht passenger 

arrivals contracted 28.1% y/y. 

 The total value of retail sales is estimated to have declined 2.4% y/y during the first 11 months of 2019, with every 

sector, except for food and liquor stores, experiencing declines, and with apparel stores recording the largest fall. 

The value of new projects started declined 8.8% y/y, but the estimated value of construction work grew 13.0% 

during the first three quarters of 2019. Meanwhile, jobs in the international business sector rose 0.3% y/y and 

associated foreign exchange earnings increased 4.0% during the year. However, the total number of international 

companies and partnerships declined 3.8%. 

Latest labour survey statistics indicate that the overall unemployment rate rose from 4.5% in November 2018 to 5.2% in 

May 2019, but remained unchanged y/y. Specifically, the unemployment rate for Bermudians increased from 4.8% to 

5.6% over the six-month period. 

Consumer prices increased 1.0% y/y during January 2020. The prices of food, health and personal care, and rent rose 

2.4% y/y, 4.1% y/y and 0.7% y/y, respectively, but the price of transport and foreign travel fell 0.6% y/y. 

Developments in Financial Markets 

A surge in deposits increased banks excess liquidity over the 12 months to September 2019.  

 Total loans and advances increased 0.9% y/y to US$8.2bln. Real estate-related lending, loans to other business 

and services and loans to other financial institutions increased from 53.2%, 6.0% and 16.5% to 54.5%, 10.3% and 

17.7% of total loans, respectively, but all other loans fell from 24.3% to 17.5% of total loans. 

 Deposit balance advanced (up 20.4% y/y) as a 1.1% y/y fall-off in savings deposits partially offset expansions of 

24.7% y/y and 43.8% y/y in demand and time deposits, respectively. 

 

 

 

 

 

Chart 1 
Real GDP Growth (%) 

 Chart 2 
Total Tourist Arrivals 

 

 

 
Source: Government of Bermuda and CIBC FirstCaribbean.  Source: Government of Bermuda and CIBC FirstCaribbean. 
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 As a result, the loan-to-deposit ratio fell to 39.4% at the end of September 2020. The non-performing loan ratio 

improved marginally y/y to 5.8%, but the Basel III Risk-to-Asset ratio fell marginally y/y to 23.0%. Meanwhile, the 

annualised return on assets fell from 1.7% at the end of September 2018 to 1.5% at end-September 2019. 

Government Debt 

The Government of Bermuda estimates that its fiscal deficit widened to US$14.6mln, US$22.0mln above the surplus 

projected for FY2019/20 ended March 2020.  

 Total revenues likely fell short of the budget by US$7.5mln (or 0.7%) as lower-than-expected stamp duty, hotel 

occupancy taxes and fees for sale of land to non-Bermudians overshadowed higher collection of payroll tax. 

 Meanwhile, operating expenses rose US$10.3mln (1.1%) above the budget estimate. This outturn reflected a 

strategic decision to expend US$3.0mln to secure winter air services from New York and Boston and US$7.8mln 

in subsidy to the Bermuda Hospital Board as part of its grant for health care reform. Public officers were also 

awarded a 2.5% salary increase, but Departments were expected to reallocate budget commitments. Capital 

spending likely came in US$1.3mln (2.0%) above the budget, linked to additional grant funding to the National 

Sports Centre to resurface the track in anticipation of the CARIFTA games that were to be held in April 2020. 

Further, interest and facility fee costs in relation to borrowing incurred as guarantor to the lenders of the Caroline 

Bay project led to increased debt service (US$2.7mln above the budget). 

The Government expects that public debt stood at US$2.70bln (US$2.66mln net of the sinking fund), approximately 40% 

of GDP at March 2020.  

COVID-19: Developments, Policy Responses and Outlook 

The global shock to the travel industry and to Bermuda’s major source market, the US, has begun to leave its debilitative 

mark on tourism and tourism-related sectors, while COVID-19 restrictions have generated a fall-off in non-essential 

services and a spike in unemployment. Even though the international financial services sector is likely to hold its own, real 

economic activity is projected to contract by at least 1.5% in 2020 (Standard and Poor’s estimate). 

After failing to achieve the budget estimates for FY2019/20, the attainment of a balanced budget will be delayed even 

more now, given expected reduced Government income in FY2020/21. The Government announced plans to assist 

vulnerable persons and provide unemployment benefits for a period of three months, but intends to postpone the start of 

any capital projects that have not commenced and reduce all discretionary spending, including training, materials and 

supplies, clothing and uniforms. The Government has also taken steps to secure emergency liquidity lines of credit with 

local financial institutions to fund the gap generated by revenue losses and to increase the public debt ceiling from 

US$2.75bln to US$2.9bln. Meanwhile, Standard and Poor’s affirmed its ‘A+’ rating for Bermuda, but changed the outlook 

from positive to stable. 

Chart 3 
Current Account Balance/GDP (%) 

  

 

  

Source: Government of Bermuda and CIBC FirstCaribbean. 

 

 
 

0

5

10

15

20

25

2017Q1 2017Q3 2018Q1 2018Q3 2019Q1 2019Q3



Caribbean Market Overview – Q2 2020  25 
2-  

 

  

CIBC Capital Markets & CIBC FirstCaribbean International Bank May  2020 
 

Cayman Islands Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

The Cayman Islands Economic and Statistics Office (ESO) estimates that increased activity across all sectors pushed 

real GDP 3.1% higher y/y during H1 2019. Since then, preliminary indicators suggest a continuation of these trends. 

 Despite a fall-off in cruise arrivals, strong growth in stay-over tourism led to an 8.0% y/y expansion in tourism 

GDP in H1 2019. Air arrivals from the US, Canada and Europe rose 11.1% y/y, 17.7% y/y and 5.1%, respectively. 

Since then, the number of stay-over arrivals rose 8.6% y/y during 2019 and 8.5% y/y during January to February 

2020, but cruise passenger arrivals continued to underperform, falling 5.8% y/y during 2019 and 4.3% y/y during 

the first two months of 2020, in line with fewer ship calls. 

 Construction is estimated to have expanded 5.9% y/y, corresponding to a recovery in the value and volume of 

building permits and project approvals, particularly in the residential sector. The value and volume of property 

transfers also rose, suggesting greater activity (up 4.5% y/y) in the real estate sector, while increased production 

across most sectors contributed to greater wholesale and retail (up 6.1% y/y) and utilities output (up 4.6% y/y). 

 Despite weakened domestic credit and lower activity in the offshore sub-sector, value-added in the financial 

services sector – the largest but gradually shrinking contributor to GDP – rose 1.9% y/y. Mutual fund and stock 

market indicators registered improvements during the half-year, but indicators of all other financial services 

suggested declines. Since then, the number of licensed bank and trust companies and insurance companies fell 

6.0% and 7.9%, respectively, while the total number of mutual funds dipped 1.2% y/y. 

During Spring 2019, the unemployment rate fell 0.4 percentage points y/y to 3.0% as the labour force expanded 7.7% y/y 
but the number of employed individuals rose 8.2% y/y. 
 
Consumer prices rose 8.4% y/y during Q4 2019 due to higher prices in 11 of 12 price categories. The prices of housing 
and utilities and transport, in particular, rose 12.1% y/y and 14.5% y/y, respectively. 
 

Developments in Financial Markets 

Retail banks’ total loans to residents fell 3.5% y/y over the 12 months ended September 2019. Lending to businesses and 

the Government declined 8.8% y/y and 35.6% y/y, respectively, lowering corporate loan balances 14.8% y/y. In contrast, 

total retail loans rose 4.0% y/y, reflecting expansions of 3.7% y/y and 5.4% y/y in mortgages and consumer loans, 

respectively. Total deposits of residents rose 8.2% y/y as corporate deposits increased 11.7% y/y but retail deposits fell 

1.0% y/y during the same period. 

Consequently, liquidity expanded during the period. Meanwhile, the average interest rate spread on KYD loans and 

deposits narrowed 20bps y/y to 7.36% at June 2019. The weighted average lending rate fell 19bps y/y to 7.65%, while the 

weighted average deposit rate increased 1bps y/y to 0.32%. 

Chart 1 
Key Economic Indicators (%) 

 Chart 2 
Tourism Indicators 

 

 

 

Source: Cayman Islands Economic and Statistics Office and CIBC FirstCaribbean.  Source: Cayman Islands Economic and Statistics Office, Caribbean Tourism Organization and CIBC 
FirstCaribbean. 
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Government Debt 
The Cayman Islands Government continued on its path of fiscal prudence and realised a US$214.0mln fiscal surplus 
during H1 2019, virtually on par with that recorded during H1 2018. 
 

 Greater collection of tax receipts (up US$31.0mln) and other revenue (up US$13.8mln) lifted total Government 

receipts by 7.5% y/y to US$642.8mln.  Taxes on international trade and transactions and goods and services rose 

US$10.9mln (9.4% y/y) and US$27.1mln (6.8% y/y), respectively, but taxes on property and other taxes fell 

US$5.6mln (12.1% y/y) and US$1.4mln (92.3% y/y), respectively. 

 Current outlays advanced US$39.0mln (10.5% y/y) to US$411.0mln. Spending on compensation of employees, 

goods and services, subsidies and transfer payments increased US$21.2mln (12.6% y/y), US$8.2mln (15.5% 

y/y), US$4.7mln (5.0% y/y) and US$5.4mln (30.4% y/y), respectively. However, expenditure on interest payments 

and other expenses declined US$0.5mln (3.3% y/y), and US$0.4mln (5.9% y/y), respectively. Net investment in 

non-financial assets rose US$5.5mln y/y to US$17.9mln during the six-month period. 

Total Central Government debt fell 5.7% y/y to US$488.5mln at the end of June 2019, representing eight consecutive 
years of decline. Further, the Government reported that its debt stock fell to 6.4% of GDP by the end of 2019.  

COVID-19: Developments, Policy Responses and Outlook 

As the COVID-19 pandemic spread across the globe, massive airline and accommodation cancellations ensued, forcing 

several hotels and restaurants to close their doors and signalling a dramatic downturn in the tourism industry, which 

contributes 25.5% of GDP, when indirect effects are included. Soft curfews during the day, which restrict movement to 

that for essential purposes, hard curfews during the night, and the suspension of public transport have brought most 

productive activity in the Cayman Islands to a standstill. Moreover, an economic impact assessment commissioned by the 

Chamber of Commerce suggests a 15% real GDP contraction in 2020 and job losses in excess of 10,000 if curfews 

extend until the end of May and a likely 22% decline with over 14,000 job losses if curfews extend until the end of July. 

The prudent management of public finances over the last seven years has positioned the Government to deliver a strong 

response to the COVID-19 crisis, without acquiring a concomitant rise in debt. Even though the Government will likely 

post a fiscal deficit in 2020, several years of fiscal surpluses have enabled the accumulation of over US$520mln (9% of 

GDP) in cash balances. In addition to boosting provision to households through the Needs Assessment Unit, the 

Government has announced preliminary support to micro and small business amounting to US$14.5mln, through a low 

interest loan programme with Government guarantee, a grant programme and technical assistance, with a view toward 

developing a larger fiscal support package. 

Alongside active efforts to eliminate pockets of the virus on the islands in order to resume domestic economic activity, the 
Government has also had to respond to the EU’s February 2020 blacklisting as a ‘non-cooperative jurisdiction for tax 
purposes’. 
 

Chart 3 
Inflation (y/y; %) 

 Chart 4 
Growth in Key Balances (y/y; %) 

 

 

 

Source: Cayman Islands Economic and Statistics Office and CIBC FirstCaribbean.  Source: Cayman Islands Economic and Statistics Office and CIBC FirstCaribbean. 
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Chart 5 
Growth in Corporate Loans and Mortgages (y/y; %) 

 Chart 6 
Interest Rates (%) 

 

 

 

Source: Cayman Islands Economic and Statistics Office and CIBC FirstCaribbean. 
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Costa Rica Luis Hurtado 
CIBC Capital Markets 

Production, Prices and Employment Pre- COVID-19 

2019 GDP growth came in at 2.1%, in line with the substantial 3.4% y/y improvement in Q4 2019, contrasting with the 

disappointing 1.3% posted in Q4 2018 due to widespread strikes in the country. More recent data showed that the 

recovery process continued in January and February, with economic activity increasing 1.7% y/y and 3.4% y/y, 

respectively. Looking at growth by industry in February, manufacturing (up 9.2% y/y) contributed the most growth, while 

construction maintained large declines, coming in at -15.7% y/y and accumulating 15 months in negative territory. It is 

important to highlight that the decline in construction was driven by public construction amid budget reductions and the 

under-execution of projects. 

 

The Impact Of COVID-19  

The recovery of the Costa Rican economy was stopped in March as COVID-19 spread in the country. March economic 
activity dropped -1.6% y/y, with the tourism sector, as represented by hotels and restaurants, dropping -33.2% y/y. 
Construction, wholesale and retail trade, and education and health all presented larger contractions, coming in at -17.5% 
y/y, -6.8% y/y, and -6.3% y/y, respectively. 
 
The Government’s rapid response to contain the virus has allowed Costa Rica to maintain among the lowest numbers of 
infections and deaths in the region, although significant growth, fiscal, and financing risks are expected in the short term. 
In its revised Macroeconomic policy program, the Central Bank lowered its 2020 and 2021 GDP growth forecasts 
to -3.6% and 2.3%, well below the previous forecasts of 2.5% and 3.0%, respectively. The Central Bank forecasts 
assume that social distancing measures will be gradually lifted starting in H2 2020, with the decline in growth 
concentrated in Q2 and Q3 2020.  
 

 Looking at forecast by expenditure, the BCCR expects exports (-15.7%) to show the largest contraction in 2020, 

followed by gross fixed investments (-3.1%), and household consumption (-0.9%). Government consumption is 

expected to land at 1.2%, slightly higher than the 1.0% growth forecasted earlier this year. 

 By industry, hotels and restaurants (-27.6%) are expected to post the largest decline, followed by construction 

(-8.7%), wholesale and retail trade (-5.3%), and transportation and storage (-5.0%).  

Note that the BCCR forecasts for 2020 and 2021 are more pessimistic than those from the IMF at -3.3% and -3.0%, 

respectively. Nevertheless, as projections continue to be revised, and consumers take a direct hit via an increase in the 

unemployment rate, we take these estimates with a grain of salt as risks are overwhelmingly to the downside. 

The BCCR has cut the overnight rate by 150bps since the start of the year, a move in line with inflation dropping to 0.9% 

y/y in April, well below the BCCR’s 4% target. The unemployment rate increased to 12.5% in Q1 2020- a number 

expected to increase as the decline in growth continues. 

Table 1 
Key Economic Indicators & Forecast 

 Chart 1 
Real GDP (y/y; %)  

Key Annual Indicators 2016 2017 2018 2019F 2020F 

Real GDP Growth 4.2% 3.4% 2.6% 1.9% -3.6% to -3.0% 

Inflation (End of Period) 0.8% 2.6% 2.0% 1.5% 2.5% 

Prim. Central Govt Fiscal Balance (% GDP) -2.3% -3.1% -2.3% -2.7% -3.7% 

Nom. Central Govt Fiscal Balance (% GDP) -5.1% -6.2% -5.9% -7.0% -9.0% 

Exchange Rate (USD/CRC) 553.0 566.0 603.0 569.0 600 

Policy Interest Rate (End of Period) 1.75% 4.75% 5.25% 2.75% 2.0% 

Current Account (% of GDP) -2.6% -3.1% -3.1% -2.5% -4.5% 

Central Gov't Debt/GDP 45% 49% 54% 58.5% 68% 
 

 

 

Source: Ministerio de Hacienda, IMF and CIBC Capital Markets – Macro Strategy  Source: Bloomberg 
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Government Debt 

March Central Government revenue came in at CRC539.2bln (-3.6% y/y) and total expenses reached CRC736.0bln 

(-0.3% y/y). With these numbers, Central Government revenues in Q1 2020 landed at CRC1.4tln, up 0.7%, while total 

expenses reached CRC1.9tln, up 0.01%. The 12-month nominal deficit came in at 6.6% of GDP, deteriorating from the 

6.5% of GDP posted in February and the 5.5% deficit posted a year earlier. The 12-month primary deficit remained at 

2.2% of GDP. 

 

On April 30, the Minister of Finance presented the fiscal balance forecast for 2020. The updated estimates bring this 

year’s nominal and primary fiscal deficits to 8.6% and 3.4% of GDP, respectively, a significant deterioration from the 6.2% 

and 1.3% deficits expected at the start of the year. However, these forecasts could run into several obstacles, including: 

the approval of several bills in congress; the full implementation of fiscal adjustment measures; and, further revisions to 

the -3.6% growth outlook for 2020 (Table 2). Moreover, only the fuel under-adjustment and the expenditure cuts (under 

execution) are currently in place, while it is debatable that the transfer from public entities to the Government will 

materialise as the economic situation deteriorates. Along this line, the 2020 Central Government’s debt/GDP is now 

expected to land at 67% of GDP compared to the 62.7% estimated earlier this year. 

Financing Requirements and Recent Credit Rating Actions 

Financing requirements for this year were also revised from 10.6% to 12.5% of GDP (Table 3). The Government has 

already secured approximately 4.7% of GDP via local markets, multilateral agreements, and part of the 2019 debt 

issuance in external markets. It expects to receive another 4.1% of GDP through the approval of further multilateral loans 

and the remaining 3.6% of GDP via issuance in the local market. 
 

Despite Government efforts to calm investors with details on financing and updated deficit estimates, they were 
insufficient to prevent Fitch’s downgrade of Costa Rica’s credit rating from B+ to B while maintaining a negative outlook 
on Friday, May 8. The rating agency highlighted widening fiscal deficits, the country’s steep amortization schedule, 
borrowing constraints and the economic contraction due to the coronavirus pandemic as the main reasons for the 
downgrade. Moreover, as stated above, there is some debate about the Government’s updated fiscal estimate, and 
discussions in congress for the approval of multilaterals, adjustments to the budget, and transfers to the central 
Government remain a risk.  

Outlook 

We expect the 3.0% to 3.6% decline expected by the IMF and Ministry of Finance to be revised downward as concerns 

about reopening the economy will likely soon take a toll on labour indicators in the country. On the other hand, fiscal 

deficit and financing concerns are likely to punish those with long COSTAR positions despite the underperformance of the 

curve since the start of the outbreak. The lack of record of compliance with the fiscal rule and uncertainties on further 

fiscal adjustment in the near future are likely to pressure local markets as congress delays multilateral loan approvals.   

 

Table 2 
Updated Nominal Deficit Estimate (% of GDP) 

 Table 3 
Official Financing Needs and Sources (% of GDP) 

Nominal deficit pre-COVID 19                         6.2% 

Estimated revenue decline 3.1% 

Estimated expenditure increase -0.7% 

Updated deficit without measures 10.0% 

Less:  

Expenditure cuts  -0.4% 

Transfer from INS -0.2% 

Transfer from PAGAR -0.4% 

Transfer from FONATEL -0.4% 

Oil price under-adjustment -0.1% 

Updated deficit with measures 8.6% 
 

 Total financing needs US$7.6bln - 12.45% 

Placed in local markets (US$1.1bln) 1.79% 

Placed in external markets (US$1.8bln) 2.92% 

Multilateral agreements (US2.6bln) 4.14% 

- BID-AFD US$380mln 

- BCIE US$250mln 

- IMF US$504mln 

- IDB US$250mln 

- World Bank US$500mln 

- IDB COVID 19 US$245mln 

- CAF COVID 19 US$50mln 

- CAF II US$380mln 

Local markets (US$ 2.1bln) 3.60% 
 

Source: Ministerio de Hacienda, CIBC Capital Markets  Source: Ministerio de Hacienda, CIBC Capital Markets 
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Curaçao Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

Real economic activity in Curaçao declined 2.1% in Q3 2019, while preliminary data suggest a 1.4% contraction in 2019, 

signalling the fourth consecutive year of downturn that stemmed from negative shocks associated with the Venezuelan 

crisis. US sanctions against Venezuela, in particular, further hampered operations at the Isla refinery in 2019. 

 Limited production at the Isla refinery continued to weigh on manufacturing output (down 14.6% y/y), while 

reduced maintenance at the refinery and fewer large projects led to an 8.4% y/y decline in construction value-

added in Q3. Production in the wholesale and retail, utilities and transport, storage and communication sectors 

also dipped during the period. 

 Tourism activity continued to emerge as the lone bright spot, growing 4.7% y/y, a moderation relative to the 

10.1% y/y expansion in Q3 2018. Overall for 2019, stay-over arrivals increased 7.4%, reflecting a greater number 

of tourists from Europe (up 9.9%), in particular from the Netherlands (up 9.5%), and, to a lesser extent, from 

North America and the Caribbean. Cruise passenger arrivals also expanded during the year (up 6.5%). 

Consumer price inflation advanced 2.8% during 2019, largely reflecting higher food and electricity prices and a switch to 

more expensive fuel suppliers. 

The unemployment rate increased from 13.4% at the end of 2018 to 21.2% in April 2019 as the number of employed 

persons fell 5.1% in tandem with a 4.2% rise in the labour force over the four-month period. Job losses in sectors that 

support refinery operations likely contributed to this outturn. 

Developments in Financial Markets 

Liquidity conditions tightened in 2019 and over the first two months of 2020 following policy action by the Centrale Bank 

van Curaçao en Sint Maarten (CBCS) to stymie the downward trend in gross official FX reserves. 

 The CBCS increased its reserve requirement from 18% to 19%, effective the reserve requirement period 

February 17 to March 15, 2020. The current account balances of commercial banks at the CBCS declined 29.7% 

y/y to US$284.6mln at December 2019, and further to US$206.8mln at February 2020. Meanwhile, the gross 

official FX reserves of the Monetary Union, excluding gold, fell 3.0% y/y to US$1.28bln (16.9 weeks of imports of 

goods and services) at December 2019. 

 Total credit extended by commercial banks in Curaçao advanced 2.1% in 2019. A 2.7% expansion in loans to 

businesses pushed corporate lending 2.5% higher, while a 0.5% fall-off in consumer loans moderated a 3.3% 

expansion in mortgages, lifting total retail loans by 1.5%. 

 Deposit balances slipped 0.4% y/y as corporate deposits grew 2.8% y/y but retail and non-resident deposits fell 

3.9% and 8.8% in 2019, respectively. Consequently, the loan-to-deposit ratio rose 2.0 percentage points y/y to 

80.6% at the end of the year. 

Chart 1 
Key Economic Indicators (%) 

 Chart 2 
Inflation (y/y; %) 

 

 

 
Source: Central Bank of Curaçao and St. Maarten and CIBC FirstCaribbean.  Source: Central Bank of Curaçao and St. Maarten and CIBC FirstCaribbean. 
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Government Debt 

Stricter fiscal consolidation measures led to a US$44.7mln improvement in the fiscal balance to a US$22.8mln surplus 

during the first nine months of 2019, with preliminary data suggesting a near-balanced budget for the full year. 

 Revenue collections rose US$35.1mln, largely because of a higher tax intake (up US$30.3mln). Receipts of sales 

tax, wage tax and excises rose US$11.1mln, US$7.8mln and US$7.4mln, respectively. In addition to ongoing 

efforts to enhance tax compliance, the Government increased excises on alcohol and tobacco, and increased the 

sales tax rate on imports from 6% to 9% effective September 1, 2019. Meanwhile, non-tax revenues benefited 

from withholding tax grants emanating from an arrangement with the Netherlands regarding tax collected on 

dividends paid by Dutch companies to their parents in Curaçao. 

 Conversely, the Government contained its spending on goods and services (down US$9.3mln), transfers and 

subsidies (down US$1.7mln), and wages and salaries (down US$1.5mln), which led to an overall US$9.6mln 

reduction in total Government expenditure. 

Repayment of arrears to the public pension fund, APC, led to a 29.1% y/y reduction in domestic debt to US$256.8mln, 

while foreign debt rose 2.3% y/y to US$1.34bln at September 2019, despite the repayment of arrears to the Dutch 

Government during Q3 2019. Total public debt declined 0.7 percentage points to 50.5% of GDP at the end of the period. 

COVID-19: Developments, Policy Responses and Outlook 

Ahead of the global pandemic, Curaçao’s economic outlook for 2020 remained challenged but with a silver lining - an 

agreement in December 2019 with the Klesch Group to own and operate the Isla refinery. Now, the cessation of tourist 

arrivals due to closure of Curaçao’s borders, coupled with the ban of maritime traffic except for oil products and freight, 

has severely worsened this outlook. Moreover, the lockdown or ‘shelter- at- home’ measures implemented to prevent the 

spread of COVID-19 on the island significantly hinders most other economic activity and will likely exacerbate the already 

elevated unemployment level. Assuming the borders remain closed for three months and zero refinery activity until H2 

2020, the CBCS’ latest projections indicate a real GDP contraction of 17.7% in 2020, with significant downside risks.  

Lower revenues from reduced productive output, combined with greater spending on support programs, will likely retard 

the recently reaped benefits of fiscal consolidation. Further, reduced export receipts will cause further pressure on FX 

reserves, although a lower oil import bill will likely mitigate the impact. Given the limited fiscal and external buffers 

available, the CBCS recommended that the Government of Curaçao obtain an aid-package from the Netherlands.  

Following requests for financial assistance, the Netherlands approved US$88.5mln in short-term liquidity support on April 

9, 2020, in the form of a zero interest loan over two years, after which an assessment will be conducted to determine the 

amount to be repaid and whether part can be converted to a grant. Further, the Kingdom of Council Ministers announced 

plans to assess long-term financing needs, but in the context of implementing the necessary reforms to build greater 

resilience.  

On March 10, 2020, Standard and Poor’s lowered Curaçao’s long-term sovereign rating from ‘BBB+’ to ‘BBB’ with a 

negative outlook. 

Chart 3 
Developments in Credit Market Indicators (%) 

  

 

  

Source: Central Bank of Curaçao and St. Maarten and CIBC FirstCaribbean.   
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Dominica Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

Preliminary data from the Eastern Caribbean Central Bank (ECCB) suggests that Dominica’s economic recovery 

strengthened in 2019, with activity in most major sectors expanding during the year. 

 Tourism activity rebounded. The total number of visitors to Dominica expanded 65.5% y/y, reflecting recovery of 

stay-over arrivals (up 42.8% y/y), cruise passenger arrivals (up 70.9% y/y), excursionists (up 178.7% y/y) and 

yacht passengers (up 1.3% y/y). Stay-over arrivals from the US, Canada, the UK, and other countries rose 17.0% 

y/y, 21.7% y/y, 42.0% y/y and 39.2% y/y, respectively,  while arrivals from the Caribbean, the largest source 

market, expanded 52.6% y/y.  

 Even though the Government’s spending on capital works slowed during the first nine months of the year, 

construction activity post-Hurricane Maria likely continued during 2019, evidenced by increased housing starts. 

Further, increased tourism activity contributed to expansions in wholesale and retail, transport storage and 

communication, and utilities output. 

 The production of bananas, non-banana crops and livestock also likely improved, as the domestic exports of food 

and live animals recovered 186.6% y/y. The production of bananas, in particular, rebounded in light of major 

replanting following the passage of Hurricane Maria. 

Consumer prices remained largely on par (up 0.1%) y/y at December 2019 as higher prices of food and non-alcoholic 

beverages (up 1.8% y/y) offset lower prices of housing utilities and gas and fuels (down 1.1% y/y). 

Developments in Financial Markets 

Excess liquidity fell during 2019 as loan balances increased amid declining deposits. Banks’ loan quality and profitability 

improved during the year. 

 Total loans grew 2.6% y/y. Retail loans fell 2.4% y/y, but corporate loans rose 6.5% y/y. A 69.0% expansion in 

lending to the public sector eclipsed an 11.3% y/y fall-off in lending to businesses. 

 Deposit balances dipped 9.0% y/y as retail and corporate deposits fell 1.8% y/y and 19.4% y/y, respectively, but 

non-resident deposits rose 3.6% y/y.  

 Consequently, the loan-to-deposit ratio rose to 52.9% at December 2019 from 46.9% one year earlier. The 

weighted average lending rate fell 11bps to 7.49%, but the average deposit rate rose 6bps to 1.75%, reducing the 

average spread 17bps to 5.74% at December 2019.   

 Banks’ non-performing loan ratio declined 4.8 percentage points y/y to 12.2%, while the annualised return on 

assets improved from -0.8% to 2.9% at December 2019. 

Chart 1 
Stay-Over Tourist Arrivals 

 Chart 2 
Inflation (y/y; %) 

  

 

 

Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Government Debt 
Reduced Citizenship by Investment (CBI) inflows led to a US$30.3mln fall-off in current revenue. When combined with 
increased expenditure, the Government’s fiscal deficit widened US$74.0mln to US$96.8mln during January to September 
2019. 
 

 Tax revenue increased US$11.4mln  (10.2% y/y) as taxes on domestic goods and services fell US$0.6mln but 

taxes on income and profits, property, and international trade and transactions rose US$8.4mln, US$0.8mln and 

US$2.8mln, respectively. However, non-tax revenue declined US$41.7mln (42.4% y/y), reflecting a comparable 

decline in CBI receipts. Meanwhile, capital revenue and grants advanced US$5.5mln. 

 Current spending expanded US$58.9mln y/y (46.5% y/y), largely reflecting increased outlays for goods and 

services (up US$39.1mln) and transfers and subsidies (up US$18.9mln).  Payments for interest also rose 

(US$1.5mln), but personal emoluments declined US$0.7mln. However, capital expenditure and net lending 

slipped US$9.3mln (8.8% y/y). 

Public debt increased 11.0% y/y to US$457.2mln or 76.7% of GDP at the end of September 2019. 

COVID-19: Developments, Policy Responses and Outlook 

The COVID-19 pandemic has struck in the midst of Dominica’s economic recovery from Hurricane Maria’s devastation in 

2017, with some resorts only reopening in Q1 2020.  The disruption of tourism activity has rippled across ancillary sectors, 

while the curtailment of non-essential movement has significantly reduced business activity across the island. The IMF’s 

latest projections suggest a 4.7% contraction in economic output in 2020, but the ECCB expects declines ranging from 

10% to 20% for its member countries. 

The IMF reports that the Government has responded with income transfers to vulnerable segments, waivers of VAT on 

electricity to domestic consumers, hotels and guesthouses for the period April to July 2020, and reduced landing taxes to 

entice tourism post COVID-19. The erosion of revenue from reduced commercial activity, the likely further reduction of 

CBI inflows, and the dwindling of tourism receipts will raise the pressure on Government finances and the balance of 

payments. While the FX reserves of the currency union maintain a backing ratio of approximately 100% of demand 

liabilities, the simultaneous shock to all of its member territories will likely result in some drainage. The ECCB has actively 

engaged with international financial institutions to obtain assistance for member countries, which could augment reserve 

levels. On request, the IMF has approved a US$14mln disbursement to Dominica under its rapid credit facility intended to 

mitigate fiscal and external pressures and the Caribbean Development Bank approved a US$2.5mln emergency loan to 

help with response efforts. Meanwhile, the ECCB has provided financial support through grants of EC$500mln to each 

member and has increased its lending capacity to member Governments.  

Further, the central bank cut its discount rate from 6.5% to 2% and reached an agreement with the ECCU Bankers’ 

Association on a loan deferral programme for clients, for up to six months. 

Chart 3 
Public Sector Debt Outstanding 

 Chart 4 
Growth in Key Balances (y/y; %) 

 

 

 

Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Dominican Republic Luis Hurtado 
CIBC Capital Markets 

Production, Prices and Employment 
Pre-COVID-19  

As expected in our Q1 2020 publication, the Banco Central of the Dominican Republic (BCRD) confirmed 2019 growth 

reached 5.1%, consistent with the country’s potential output and the highest in the region. The economy responded well 

to the 100bps in rate cuts implemented by the BCRD during 2019. Looking at growth by industry, construction (up 

10.4%), financial services (up 9.0% y/y), and utilities (up 7.5%) increased the most. The communication sector (down 

7.2%) was the only sector to post a decline during the year. 

January-February growth came in at 5.0%, decelerating from the 5.8% y/y posted in Q4 2019. Moreover, tourist arrivals 

maintained the negative trend experienced during H2 2019, dropping 6.8% and 6.6% in January and February, 

respectively. On the other hand, remittances in the first two months of 2020 maintained a solid trend, growing 9.78% y/y. 

The Impact Of COVID-19 

Mobility and travel restrictions caused a large contraction in March, as shown by the 9.4% drop in economic activity. 

Remittances, a large source of USD, also suffered a large contraction in March, dropping 21.8% y/y, well below the 8.6% 

growth experienced over the previous 12 months y/y.  

In our Difficult Path Ahead for DOMREP note published on March 10, we warned about the significant negative pressures 

from the adverse performance of the tourism sector, in the context of further fiscal slippage during the current presidential 

cycle. Tourism, as represented by the hotels, bars and restaurants sector (7.9% of GDP), and with its links to other 

sectors such as agriculture, manufacturing, energy, financial services and insurance, etc., influences around 40% of the 

Dominican Republic’s economic activity, and accounts for approximately 36% of total exports and 25% of total FX 

generation in the country (Table 2).  Hence, it is not surprising to see the significant correlation between economic activity 

and large decline in tourist arrivals expected for 2020. 

Although it is still very early to pinpoint an accurate growth forecast amid uncertainties about the restrictions on economic 

activity and travel bans, the IMF and World Bank estimate 2020 growth at -1.0% and 0%, respectively. As with other 

economies in the region, we expect these estimates to be frequently reassessed with a downward bias as the tourism 

sector comes to a stop and as uncertainties about the speed of the sector’s recovery remain, even after a potential lift of 

international travel restrictions. 

Looking at prices, March inflation came in at -0.5% y/y, in line with the drop in oil prices and the demand shock. The 

BCRD reacted as expected, dropping the overnight rate by 100bps. 

Table 1 
Key Economic Indicators & Forecast 

 Chart 1 
Real GDP (y/y; %)  

  

Key Annual Indicators 2016 2017 2018 2019 2020F 

Real GDP Growth 6.5% 4.6% 7.0% 5.1% -2% to -4% 

Inflation (End of Period) 1.7% 3.3% 1.2% 3.7% 3% to 4% 

NFPS Primary Fiscal Balance (% GDP) -0.6% -0.9% 0.3% 0.2% -4.0% 

NFPS Nominal Fiscal Balance (% GDP) -3.3% -3.5% -2.4% -2.3% -6.5% 

Exchange Rate (USD/DOP) 46.7 48.1 50.2 52.9 57.2 

Policy Interest Rate (End of Period) 5.50% 6.0% 5.5% 4.5% 4.25% 

NFPS Debt (% of GDP) 35.3% 36.9% 37.6% 42% 47% 
 

 

 

Source: Bloomberg, BCRD, Ministerio de Hacienda, IMF, World Bank, Fitch, CIBC Capital Markets  Source: Bloomberg 
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Government Debt 

Q1 2020 Central Government revenues reached DOP160bln, increasing 3.1% y/y, well below the 5.7% y/y gain posted 

during the same period a year earlier. Looking at the breakdown of revenues in Q1, tax revenue amounted to 

DOP145.7bln (up 1.1% y/y). Of this amount, DOP48.2bln (+10.3% y/y) came from income taxes, while taxes on property 

dropped 3.4% y/y to DOP1.8bln and taxes on goods and services reached DOP86.6bln (down 8.4% y/y). On the other 

hand, Q1 2020 total expenses came in at DOP205.9bln, or up 14.4% y/y, down from the 18.2% y/y posted in the same 

period a year earlier. Current expenditures rose 10.7% y/y to DOP183.8bln, driven by the 7.5% y/y, 10% y/y and 16.1% 

y/y increase in salaries, interest, and subsidies, respectively. Capital expenditures increased 58.6% y/y to DOP22.1bln. 

With these numbers, the 12-month Central Government nominal deficit reached DOP116.2bln, or 2.5% of GDP, while the 

primary surplus came in at DOP12.6bln, or 0.3% of GDP. 

 

Although these numbers are not too distant from the 2.2% of GDP deficit target, we expect the nominal deficit to 

substantially deteriorate over the coming months. The Government has already announced a bill that will increase the 

deficit target to 4.5% of GDP, in line with recent forecasts by the IMF and World Bank. We agree with the need to adjust 

the deficit to the current environment, but the proposed increase in the deficit likely only accounts for the drop in revenues 

and the increase in spending in health and social assistance due to the COVID-19 outbreak, but obviates expenditures to 

boost economic growth in the short term.  Latest presidential election polls suggest that there will likely be a new 

Government starting on August 16, explaining the lack of urgency to implement an immediate recovery plan and the 

potential for further fiscal slippage in H2 2020. 

Financing Requirements, Recent Credit Rating Actions and Outlook 

According to the approved 2020 budget, the Government’s financing needs amounted to DOP246bln, or 5.0% of GDP. 

With the US$2.5bln issuance in January and the DOP18.3bln issued in local markets so far, the Government had already 

obtained 61.8% of its pre-COVID-19 financing needs. Nevertheless, as our preliminary calculations in Table 3 show and 

using the Government’s 4.5% of GDP deficit target, we estimate the Government would have to go into the markets for 

another 1.8% of GDP or approximately US$1.7bln. Of the US$1.7bln, we expect the Government to place around 

US$1.2bln in local markets, in line with its budgeted issuance in local markets this year, and the remaining US$500mln to 

come through a combination of additional multilateral loans or external issuance. 

On May 8, Fitch revised the country’s outlook from stable to negative and affirmed its BB- credit rating. Similar to other 

decisions on other credits in the region, Fitch’s announcement was not a surprise. The rating agency highlighted a sharp 

fall in economic activity, balance of payments pressures, and the further exacerbation of pre-existing public finances 

weakness due to the pandemic as the main reasons behind this decision. Moreover, Fitch expects growth to contract 

3.5% in 2020, and the nominal NFPS public sector deficit to reach 7.0% of GDP, a forecast more in line with our 

expectations of further fiscal slippage in H2 2020 and uncertainties surrounding the speed of the tourism sector recovery. 

 

Table 2 
Tourism Income (US$ mln) 

 Table 3 
Government Financing Needs and Sources (% of 
GDP) 

 
2016 2017 2018 2019 

Goods and Services Exports 18,149 18,991 20,192 20,564 

Tourism Income 6,720 7,184 7,561 7,468 
Remittances 5,261 5,912 6,494 7,087 
Foreign Direct Investment 2,407 3,571 2,535 3,013 
Total FX Generation 25,816 28,474 29,221 30,664 

Tourism Income / Total Exports 37.0% 37.8% 37.4% 37.4% 
Tourism Income /FX Generation 26.0% 25.2% 25.9% 25.9% 

 

 Total financing needs before COVID 19 - DOP246bln 5.00% 
- Fiscal Deficit 2020 - DOP 110.2bln 2.20% 
- Amortization 2020 - DOP136.0bln 2.80% 

Less:   
- Local Markets – USD341mln or DOP18.3bln  0.40% 
 - External  Issuance - US$2.5bln or DOP133.8bln 2.70% 

To be financed pre COVID -19 - DOP 1.90% 
Nominal deficit increase due to COVID-19 - DOP 113.1 2.30% 

To be financed for the rest of the year - US$3.79bln 4.20% 

Multilateral agreements    
- IMF - US$510mln or DOP34.8bln 0.71% 
- Local debt placement to pension funds – USD747mln DOP40bln  0.81% 
- Occupational risks fund - USD222mln or DOP11.8bln 0.24% 
- World Bank - USD150mln or DOP8.0bln 0.10% 
- Central Bank - US$222mln or DOP11.9bln 0.50% 

- To be financed including COVID - US$1.7bln or DOP90.4bln 1.84% 

Source: Ministerio de Hacienda and CIBC Capital Markets 
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El Salvador Luis Hurtado 
CIBC Capital Markets 

Production, Prices and Employment - Pre-COVID-19 

2019 growth came in at 2.4%, widely in line with expectations as Q4 2019 GDP was 3% y/y, well above the 1.8% posted 

a year earlier. Private consumption (up 2.6%) and exports of goods and services (up 6.5%) led growth in 2019, while 

gross fixed capital formation increased 0.9% and Government consumption dropped 0.2%. The positive performance of 

exports together with the solid growth of remittances helped reduce the current account deficit to US$557.8mln, or 2.1% 

of GDP, from US$1.2bln, or 4.7% of GDP, in 2019. Overall, we did not see a significant change in recent economic trends 

despite the presidential election cycle in 2019 and the new political distribution in the assembly. The market responded 

well to the market-friendly initiatives brought by President Nayib Bukele as he promoted foreign direct investment in the 

country and obtained positive results in the country’s battle against crime (29% reduction in homicides). 

Economic activity for the January-February 2020 period came in at 1.4% y/y, decelerating from the 3% growth rate 

achieved in Q4 2019. Nevertheless, remittances maintained a positive performance, with January and February inflow 

jumping 6.6% y/y and 11.0% y/y, respectively, while exports increased 5.5% y/y and 8.0% y/y, respectively, during the 

same months. The positive performance on the external front; however, was tainted by the president’s hard, and even 

authoritarian, stance against congress over the approval of additional security funding. 

 

COVID-19 

The coronavirus outbreak has put the country’s fiscal and economic outlook in a precarious situation. Remittances 

dropped 10.7% and 40.0% y/y in March and April, respectively. The United States was the principal source of 

remittances, accounting for 95% of the total in 2019. As we’ve said in previous publications, El Salvador’s reliance on US 

growth remains one of the largest sources of risk to its economy, as total remittances as a percentage of GDP came in at 

21% in 2019. Exports showed a similar trend in March and April, dropping 14.8% y/y and 51.0% y/y, respectively. 

Similar to other countries in the region, EL Salvador has implemented travel and mobility restrictions with a mandatory 

‘stay-at-home’ order since March 21, paralyzing approximately 80% of the country’s economy. These measures are 

coming under increasing scrutiny as the business community and congress clash on the timing of a reopening.  

The Ministry of Finance expects GDP growth to contract 5.0% in 2021. This is in contrast to the -4.8% and -5.4% 

forecasts from the World Bank and the IMF, respectively, and the Government’s 2.5% estimate at the start of the year. 

We would not be surprised to see further downward revisions as investor concerns increase in tandem with the growing 

fiscal deficits, further pressuring business and consumer confidence and pressing the brakes on any investment 

decisions. 

Table 1 
Key Economic Indicators & Forecast 

 Chart 1 
Real GDP (y/y; %)  

Key Annual Indicators 2016 2017 2018 2019F 2020F 

Real GDP Growth 2.6% 2.3% 2.4% 2.4% -6% to -4.% 

Inflation (End of Period) -0.9% 2.0% 0.4% 0.0% 0% to 1% 

Prim. NFPS Fiscal Balance (% GDP) -0.2% 0.7% 0.9% 0.6% -9% to -13% 

Nom. NFPS(% GDP) -3.1% -2.5% --2.7% -3.1% -12% to -16% 

Current Account (% of GDP) -2.0% -1.8% -4.8% -2.1% -2% to -4% 

Public Sector Debt/GDP 67.5% 69.4% 69.4% 73.3% 85%-90% 
 

 

 

Source: IMF, Bloomberg, Portal de Transparencia Fiscal,  and CIBC Capital Markets   Source: Bloomberg 
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Government Debt 

The numbers released by the Central Bank of El Salvador indicate that Non-Financial Public Sector (NFPS) revenue 

(including donations) reached US$1.5bln in 2019, increasing 5.4%, in line with the 5.0% jump in tax revenue. On the 

other hand, NFPS expenses soared 33.1% to in US$1.9bln, the largest quarterly increase recorded for the entire data set 

reported at the Central Bank’s website (starting in 1992). Current expenses increased 35.7%, driven by the 216.7%, 

20.2% and 5.8% increase in current transfers, interest, and consumptions expenses, respectively, while capital 

expenditure increased 14.9%. The 12-month NFPS nominal deficit (including donations and pensions) came in at  

US$1.2bln (-4.8% of GDP vs. -2.3% in Q1 2019), while the 12-month primary deficit came in at US$185.1mln (-0.7% of 

GDP vs +1.1% in Q2 2019).  

We expect recent fiscal expansion to be just the tip of the iceberg. Recent statements from the Ministry of Finance 

confirmed that expenses related to the COVID-19 pandemic amount to US$916mln, with US$377mln coming from budget 

reallocations. Moreover, revenues are expected to drop by approximately US$1bln, while the Government recently 

announced another US$1bln package. This, together with the initial 2.5% of GDP fiscal deficit expected for this year, 

could bring the nominal fiscal deficit to 12.3% of GDP. Although already considerable high, we reckon this is not the 

highest estimate, As Table 2 shows, taking into account all the issued and approved debt for this year, the NFPS could 

approach 16% of GDP, assuming no budget reallocations and no repayment of LETES this year. 

Financing Requirements 

The deterioration of ELSALV curve and the piling new expenses due to the health emergency forced the Government to 

once again issue in local markets via CETES and other local loans for an amount of US$505mln and negotiate 

US$140mln (bridge loan) with international investors to cover its initial US$645mln deficit as per the 2020 Budget. 

As mentioned in the previous section, Congress approved another US$3bln in external debt issuance for this year. Of 

that amount, the Government has already negotiated US$939mln in multilateral loans and started discussion for 

US$670mln, while the financing sources for the remaining US$1.4bln are to be determined (Table 3). Moreover, it is still 

unclear whether some of that US$3bln will be used for some liability of the LETES curve this year, considering the 

Government has already maxed out its limit of US$1.5bln in outstanding LETES for 2020 - a situation that could put 

further pressure on the country’s finances as debt rollover risks increase.  

Although we do not expect it to be on the market’s radar, we also anticipate an additional US$1bln issuance in external 

markets later in 2020/early 2021, provided no liability management this year, as discussed above.  In our view, the 

Government will be forced to issue approximately US$645mln to replace the short-term debt incurred to finance the initial 

US$645mln deficit this year, plus possibly another US$400mln-US$500mln to reduce its outstanding LETES debt. 

 

 

Chart 2 
Nominal Deficit Estimates 

 Chart 3 
Government Financing Needs and Source (%of 
GDP) 

Updated Nominal Fiscal Deficit 
Nominal deficit pre-COVID 19 - US$645mln 2.50% 
Estimated revenue decline - USD1bln 3.87% 
Estimated increase in expenditures - US$916mln 3.55% 
- Less: Budget reallocations - US$388.5 -1.51% 
- Additional economic package (May) - US$1bln 3.87% 

Updated deficit - Using government recent statements 12.29% 

Another approach - Authorized and Issued debt 
Nominal deficit pre-COVID 19 - US$645mln 2.50% 
- March debt issuance authorization - US$2bln 7.75% 
- May debt issuance authorization - US$1bln 3.87% 
- April LETES issuance - US$472 1.83% 

Updated deficit - Using authorized and issued debt 15.95% 
 

 Total financing needs before COVID 19 -   
- Budget 2020 - US$645mln 2.50% 
Less:   
- Local Markets (CETES + Other local loans) - US$505mln 0.40% 
- Foreign Investors (Bridge Financing) - US$140mln 1.96% 

To be financed pre COVID -19 - DOP 0.00% 
- New debt approvals due to COVID-19 - US$3bln 11.62% 

To be financed for the rest of the year - US$3bln 11.62% 

Less multilateral agreements:   
- IMF - US$389mln 1.51% 
- BCIE-  US$650mln 2.52% 
- World Bank- US$20mln 0.08% 
- IDB - US$550 2.13% 

Other Multilaterals / external debt issuance? - US$1.4bln 5.39% 
 

Source: Ministerio de Hacienda and CIBC Capital Markets  Source: Ministerio de Hacienda and CIBC Capital Markets 
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Grenada Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 
Preliminary estimates from the Eastern Caribbean Central Bank (ECCB) imply that economic growth decelerated but 
remained positive during 2019. 
  

 Tourism activity likely slowed. Stay-over visitors advanced 1.2% y/y but cruise passenger arrivals fell 1.4% y/y, 

despite an increase of 14 calls to 260. The number of stay-over arrivals from the US, Canada, and the Caribbean 

grew 1.3% y/y, 5.5% y/y and 2.7% y/y, respectively, but arrivals from the UK and other markets fell 1.0% y/y and 

0.3% y/y, respectively. Meanwhile, yacht passenger arrivals rose 1.4% y/y but the number of excursionists fell 

4.1% y/y. 

 Indicators of construction and investment activity also suggest subdued output. Imports of machinery and 

transport equipment rose 3.5%, but imports of inedible crude materials except fuels declined 8.1% y/y. The 

volume and value of imports of construction materials, in particular, and Government expenditure on capital works 

declined during the first nine months of the year. The completion of the Silversands Grenada Resort and the 

Gouyave extreme rainfall project likely contributed to the fall-off in construction activity. 

 Meanwhile, agriculture, manufacturing and education output are estimated to have improved during 2019. 

Consumer prices rose marginally (0.1% y/y) at December 2019. The price of food and non-alcoholic beverages rose 0.7% 
y/y, but the prices of housing, utilities, gas and fuels, and transport fell 0.6% and 0.5% y/y, respectively. 

Developments in Financial Markets 

Sluggish loan growth amid growing deposits increased excess liquidity during 2019, while commercial banks’ credit 

quality and profitability improved. 

 Corporate loans advanced 3.9% y/y, but a 1.5% y/y contraction in retail loans lowered growth of total loans and 

advances to 0.5% y/y. Lending to businesses expanded 6.8% y/y, but loans to the public sector fell 17.0% y/y. 

 Meanwhile, total deposit balances increased 3.5% y/y as demand and savings deposits rose 11.3% y/y and 1.7% 

y/y, respectively, but time deposits fell 4.8% y/y. 

 Consequently, the loan-to-deposit ratio declined 1.6 percentage points y/y to 53.4% at December 2019, while the 

average lending and deposit rates fell 34bps y/y and 7bps y/y to 7.21% and 1.24%, respectively. 

 Banks’ non-performing loan ratio continued to improve, falling to 2.2%, while the annualised return on assets rose 

from 1.0% at December 2018 to 1.4% at December 2019. However, the capital adequacy ratio fell 1.3 percentage 

points y/y to 11.9% at year-end. 

 

  

  

 

Chart 1 
Stay-Over Tourist Arrivals 

 Chart 2 
Inflation (y/y; %) 

 

 

 

Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Government Debt 

The Government’s fiscal surplus improved US$2.8mln to US$43.1mln during January to September 2019. 

 Current revenue increased US$4.4mln, largely reflecting greater collection of tax receipts (up US$3.8mln), while 

an uptick in Citizenship by Investment (CBI) inflows contributed to a US$0.6mln increase in non-tax receipts. 

Taxes on property, domestic goods and services, and international trade and transactions rose US$2.9mln, 

US$0.7mln and US$1.0mln, respectively, but taxes on income and profits fell US$0.8mln. Meanwhile, grant 

revenue increased US$1.6mln. 

 Government spending also rose (up US$3.1mln). Higher outlays for personal emoluments, goods and services, 

and transfers and subsidies eclipsed a US$0.7mln fall-off in interest payments, and increased current expenditure 

US$4.7mln, but spending on capital works fell US$1.6mln. 

Grenada’s public debt continued to improve, falling 10.1% y/y to US$738.7mln and 9.8 percentage points y/y to 58.1% 
(below the 60% of GDP target) at the end of September 2019. 

COVID-19: Developments, Policy Responses and Outlook 

The disruption of tourism activity following the implementation of border restrictions and the subsequent grounding of 

flights to the region, coupled with lockdowns and curfews to curb the spread of the virus in Grenada, has led to a dramatic 

reduction in business activity and a sharp hike in unemployment. The IMF’s latest projections suggest a 9.2% contraction 

in economic output in 2020, but the ECCB expects declines ranging from 10% to 20% for its member countries. 

To mitigate the economic fall-out, the Government has announced an economic package that includes increased funding 

for healthcare, payroll support to the hardest-hit sectors and individuals, credit support to hotels and small businesses and 

reduced or deferred payment of some taxes. Expected shortfalls in revenue from reduced commercial activity compelled 

the Government to invoke the Escape Clause of its Fiscal Responsibility Law, but strong economic growth and fiscal 

prudence exercised over the last five years has better positioned the Government to respond to the crisis and to benefit 

from external financing. Reduced exports, particularly tourism receipts, and remittances are also expected to widen the 

current account deficit considerably. While the FX reserves of the currency union maintain a backing ratio of around 100% 

of demand liabilities, the simultaneous shock to all of its member territories will likely result in some drainage. The ECCB 

has actively engaged with international financial institutions to obtain assistance for member countries, which could 

augment reserve levels. Thus far, the IMF has approved a US$22.4mln disbursement to Grenada under its rapid credit 

facility intended to mitigate fiscal and external pressures and the Caribbean Development Bank approved a US$5.9mln 

emergency loan to help with response efforts. The Government also announced intentions to engage the World Bank for 

consideration for funding under its COVID-19 support package. Meanwhile, the ECCB has provided financial support 

through grants of EC$500mln to each member and has increased its lending capacity to member Governments.  

Further, the Central Bank cut its discount rate from 6.5% to 2% and reached an agreement with the ECCU Bankers’ 

Association on a loan deferral programme for clients, for up to six months. 

Chart 3 
Public Sector Debt Outstanding 

 Chart 4 
Growth in Key Balances (y/y; %) 

 

 

 

Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Guyana Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

Preliminary estimates suggest real economic activity in Guyana expanded 4.7% during 2019.  

 Output of rice advanced 8.8% y/y, partially attributed to the utilization of higher-yielding varieties, but sugar 

production fell, largely because of mechanical failures at factories, industrial unrest, and unharvested canes. Fish 

catches improved 21.4% y/y, but the influx of sargassum seaweed restricted shrimp catches (down 25.1% y/y). 

Despite a 4.7% expansion in gold production, mining and quarrying activity likely declined due to lower output of 

bauxite (down 0.3% y/y) and diamonds (down 11.5% y/y). 

 Enhanced execution of public infrastructure projects led to an expansion in construction output, while the 

manufacturing of milled rice, ice-cream, alcoholic beverages and detergents rose, but the production of paints, 

liquid pharmaceuticals, and stock feed declined. 

 The services sector benefited from activities relating to the emerging oil and gas sector. Output in the wholesale 

and retail, real estate, transport and storage, and finance and insurance sectors all grew during the year. 

Higher food prices (up 6.2% y/y) were largely responsible for a 2.1% increase in consumer prices at December 2019.  

Developments in Financial Markets 
Strong loan and deposit growth during 2019 kept excess liquidity high and on par with levels recorded one year earlier. 
Commercial banks’ profitability and loan quality improved, while capital adequacy remained at acceptable levels. 
 

 Greater lending to the private sector (up 8.7% y/y) pushed commercial banks’ credit to residents 8.6% higher. 

Business, consumer and real estate mortgage loans advanced 11.7% y/y, 3.9% y/y and 6.9% y/y, respectively, 

while  loans to non-bank financial institutions also rose during the period (up 19.2% y/y). However, loans to the 

public sector fell 16.1% y/y. 

 Total deposits of residents grew 12.5% y/y, boosted by a 19.0% y/y expansion of private sector balances. 

Deposits of consumers and businesses rose 14.8% y/y and 32.7% y/y, respectively, but balances of non-bank 

financial institutions fell 1.6% y/y. Meanwhile, public sector deposits declined 10.0% y/y. 

 Excess reserves held at the Bank of Guyana ticked upward (0.2% y/y) to US$135mln at the end of December 

2019, while commercial banks’ weighted average lending rate fell 84bps y/y to 9.18% and the small savings rate 

fell 7bps y/y to 9.97% at the end of the same period. Further, banks’ return on assets rose from 2.55% during 

2018 to 2.63% during 2019. Banks’ non-performing loan ratio improved marginally y/y to 11.1%, while the capital 

adequacy ratio fell marginally y/y to 28.0% at December 2019. 

Chart 1 
Key Economic Indicators (y/y; %) 

 Chart 2 
Key Commodity Prices (US$) 

 

 

 

Source: Bank of Guyana and CIBC FirstCaribbean.  Source: Bank of Guyana, International Monetary Fund, Central Bank of Trinidad and Tobago and 
CIBC FirstCaribbean. 

-40

-20

0

20

40

60

80

100

-50

-40

-30

-20

-10

0

10

20

30

40

2014Q4 2015Q4 2016Q4 2017Q4 2018Q4 2019Q4

Rice Production (L)
Sugar Production (L)
Gold Production (R)

1,000

1,100

1,200

1,300

1,400

1,500

1,600

0

10

20

30

40

50

60

70

80

90

Dec-15 Jun-16 Dec-16 Jun-17 Dec-17 Jun-18 Dec-18 Jun-19 Dec-19

Crude Oil price/ barrel (Brent; L)

Gold price/ Troy Ounce (R)



Caribbean Market Overview – Q2 2020  41 
2-  

 

  

CIBC Capital Markets & CIBC FirstCaribbean International Bank May  2020 
 

The Bank of Guyana’s net international reserves rose 10.2% y/y to US$575.6mln (1.6 months of import cover) at the end 
of December 2019. Since then, the reserves dipped to US$547.8mln at February 2020, but remained 2.6% higher than in 
February 2019. 

Government Debt 
The Central Government deficit widened US$15.3mln to US$144.0mln during 2019 as greater spending overshadowed 
improved revenue collection. 
 

 Current revenues advanced US$112.8mln (10.8% y/y) as tax receipts rose US$131.7mln but non-tax revenue fell 

US$15.7mln. Income tax, taxes on production and consumption, taxes on international trade and other tax 

revenue increased US$73.6mln (19.6% y/y), US$41.7mln (9.9% y/y), US$14.5mln (13.8% y/y) and US$1.9mln 

(3.8% y/y), respectively. Meanwhile, capital receipts also advanced (up US$12.9mln or 47.1% y/y). 

 Government spending rose US$133.7mln (11.0% y/y), reflecting greater current and capital outlays. Expenditure 

on personal emoluments, goods and services, transfer payments and debt increased US$43.6mln (15.3% y/y), 

US$ 32.0mln (13.0% y/y), US$3.9mln (1.0% y/y) and US$0.3mln (0.7% y/y), while capital outlays rose 

US$53.9mln (20.4% y/y). 

Public debt declined 1.2% y/y to US$1.69bln at December 2019 (40.9% of GDP) as domestic debt and external debt fell 
1.0% y/y and 1.2% y/y to US$382.4mln and US$1.31bln, respectively. 

COVID-19: Developments, Policy Responses and Outlook 

Prior to the spread of the global pandemic, the IMF projected an 86% surge in Guyana’s economic output centred on the 

commencement of oil production (which started in December 2019). Since then, Guyana celebrated its first oil shipment of 

just over one million barrels in February 2020, earning US$55mln. However, the Government recently estimated collecting 

a total of US$60mln on the next three one-million-barrel shipments, for which the funds would be received this year. In 

addition to the reduced prospects stemming from the turmoil in oil markets, restrictive measures in the wake of COVID-19 

have begun to dampen local domestic activity and increase unemployment, while the ongoing political crisis has 

increased uncertainty and has limited the comprehensiveness of the Government’s policy response. The IMF’s latest 

projections now suggest a slower expansion in 2020. 

The Government of Guyana has announced funding to support the Ministry of Health’s preparedness to fight the virus. In 

addition, the Guyana Revenue Authority has implemented tax waivers on COVID-19 medical supplies and tax deductions 

for donations made by businesses to health institutions, deferred corporate and individual taxes, and removed VAT on 

water, electricity and domestic travel. However, the Government cannot access its oil revenue deposited in the Natural 

Resource Fund to aid in the COVID-19 fight. The Fund is governed by law that requires prior approval by Parliament, 

which has been dissolved, and reports by various committees, including a Public Accountability and Oversight Committee 

and the Investment Committee, which have not yet been established. 

 

Chart 3 
Inflation (y/y; %) 

 Chart 4 
Developments in Credit Market Indicators (%) 

 

 

 

Source: Bank of Guyana and CIBC FirstCaribbean.  Source: Bank of Guyana and CIBC FirstCaribbean. 
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Jamaica Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 
A fall-off in mining and quarrying output and, to a lesser extent, construction value-added led to a deceleration of real 
economic growth in Jamaica to 0.9% during 2019. 
 

 Mining and quarrying activity contracted 11.5% y/y. The closure of the Alpart plant to facilitate upgrades in Q4 

2019 and lower capacity usage due to operational challenges at the other two operating alumina plants led to a 

12.5% y/y fall-off in alumina production, while lower demand negatively affected bauxite production (down 11.0% 

y/y). Meanwhile, construction output dipped 0.5% y/y, largely because of reduced works under the Government’s 

Major Infrastructure Development Programme. 

 In contrast, manufacturing value-added expanded 1.8% y/y as production of food, beverages and tobacco 

increased 1.1% y/y and greater production of refined petroleum products (up 22.3% y/y) contributed to a 2.8% y/y 

uptick of manufacturing output. Activity in the agricultural sector also rose (up 0.5% y/y) during the year. 

 Output in the services sector grew 1.5% y/y, with tourism GDP, in particular, expanding 5.0% y/y.  Stay-over 

arrivals advanced 8.4% y/y as arrivals from the US, Latin America, the Caribbean and Asia increased 12.9% y/y, 

14.6% y/y, 6.4% y/y and  8.5% y/y, respectively, but arrivals from Canada, Europe and other markets fell 1.1% 

y/y, 2.4% y/y and 9.2% y/y, respectively. Meanwhile, cruise-arrivals slumped 15.9 % y/y, alongside 13.8% fewer 

calls during the year. Since then, stay-over arrivals rose 4.9% y/y during January 2020, but cruise arrivals 

continued to decline, falling 16.0% y/y during the month. 

Jamaica’s unemployment rate fell 0.7 percentage points y/y to 7.3% at January 2020 as the number of employed persons 

rose 3.5% y/y and the size of the labour force increased 2.2% y/y. The unemployment rate for males stood at 5.9%, while 

the unemployment rate for females stood at 9.0%. 

Consumer prices rose 4.8% y/y during March 2020, within the Bank of Jamaica’s (BOJ) target range of 4% to 6%. The 

price of food and non-alcoholic beverages and the price of transport and housing, water, gas, electricity and other fuels 

rose 6.9% y/y and 5.7% y/y, respectively, but the price of transport fell 0.3% y/y. 

Developments in Financial Markets 
Following successive reductions in the BOJ’s policy rate, commercial banks’ lending rates continued to fall and credit 
extended continued to expand over the 12 months ended February 2020. Further, loan quality and capital adequacy 
improved during 2019. 
 

 Commercial banks’ loan balances expanded 11.2% y/y, reflecting greater personal lending to residents (up 9.8% 

y/y) and non-residents (up 27.6% y/y), and increased lending to corporates (up 10.5% y/y). 

 Demand and savings deposits rose 14.1% y/y and 4.7% y/y, but time deposits fell 5.4% y/y, moderating the 

increase in total deposits to 5.2% y/y. 

 The BOJ has maintained its policy rate at 0.5% since the last reduction in August 2019, citing that monetary 

conditions were appropriate to support inflation remaining within the target range. The weighted average lending 

and deposit rates continued to decline, falling 99bps y/y and33bps y/y to 12.47% and 1.10%, respectively, at 

December 2019. The Government’s Treasury Bill rate also fell 93bps y/y to 1.34% at February 2020. 

 Commercial banks’ non-performing loans to total loans ratio improved 0.2 percentage points y/y to 2.2% at 

December 2019, while the capital adequacy ratio rose from 13.9% to 14.3% over the same period. However, 

average return on assets slipped to 3.0% during 2019, compared to 3.5% during 2018. 

Net international reserves held by the BOJ rose 5.0% y/y to US$3.23bln or 23.2 weeks of imports of goods and services 
at the end of March 2020. The JMD/USD exchange rate continued to exhibit greater volatility, but depreciated 7.1% y/y 
over the same period. 
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Government Debt 
Greater spending lowered the Government’s fiscal surplus to US$10.6mln during the first 11 months of FY2019/20 ended 
February 2020, from US$47.6mln one year earlier. 

 Total revenue and grants rose US$27.9mln. Tax receipts advanced US$108.0mln (3.0% y/y), but non-tax 

revenue, capital revenue and grants declined US$43.6mln (9.5% y/y), US$12.4mln (66.1% y/y) and US$24.0mln 

(41.7% y/y). 

 Non-interest expenditure rose US$83.9mln, reflecting greater spending on programs (up US$78.3mln) and wages 

and salaries (up US$27.2mln) that eclipsed a fall-off in capital outlays (down US$21.6mln or 5.1% y/y). Interest 

payments fell US$18.6mln (2.1% y/y) as external interest rose US$10.6mln (2.0% y/y) but domestic interest fell 

US$29.2mln (7.9% y/y). 

Total public sector debt fell 2.4% y/y to US$14.86bln at February 2020. Total Central Government debt declined 6.5% to 
US$14.17bln, reflecting declines in both domestic and external debt. However, the net debt of public bodies increased 
from US$68.3mln to US$684.5mln, reflecting a reduction in the level of cross-holdings over the same period. 

COVID-19: Developments, Policy Responses and Outlook 

The Jamaican economy is relatively more diversified than many of its regional counterparts, with tourism contributing 30% 

of economic activity, when indirect channels are considered. However, against the backdrop of a tepid pre-COVID-19 real 

GDP growth outlook, the suspension of non-essential activity, restrictions on gatherings and nightly curfews have 

broadened the scope of the economic fall-out, likely generating a comparable economic contraction. However, as the 

COVID-19 crisis continues to evolve, uncertainty remains high. The IMF projects that real GDP will decline by 5.6% in 

2020, but Standard and Poor’s (S&P) suggests the decline could be as high as 13.0%; S&P also affirmed Jamaica’s credit 

rating at ‘B+’ but revised the outlook from stable to negative on April 16, 2020. 

The Jamaican economy has reaped the benefits of recently completing six and half years of IMF-supported economic 

reforms, emerging with considerably improved fiscal and external imbalances. However, public sector debt, though 

substantially reduced, remains high and comes under renewed pressure in light of expected reduced economic activity 

and Government revenue. Thus far, the Government has announced a JM$25bln package in the form of tax cuts and 

emergency funding targeting the healthcare system, small tourism service providers, small businesses, and vulnerable 

households. Meanwhile, the tourism shock and lower remittance inflows will generate a worsening of the external current 

account balance, although lower oil prices are expected to soften the impact. The IMF has approved a US$520mln 

disbursement under its Rapid Financing Instrument to augment support from other international financial institutions. 

The BOJ has kept its policy rate unchanged at 0.5%, but has announced several measures to ensure adequate domestic 

and foreign currency liquidity in the financial system, including the removal of limits on the amounts that deposit-taking 

institutions can borrow overnight without being charged a penalty and the expansion of foreign currency swap 

arrangements with authorised dealers. 

Chart 1 
Key Economic Indicators (%) 

 Chart 2 
Inflation (y/y; %) 

 

 

 

Source: Planning Institute of Jamaica, Bank of Jamaica, Caribbean Tourism Organization, Jamaica 
Tourist Board and CIBC FirstCaribbean. 

 Source: Bank of Jamaica and CIBC FirstCaribbean. 
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Chart 3 
Foreign Direct Investment and Remittances 

 Chart 4 
Developments in Credit Market Indicators (%) 

 

 

 

Source: Bank of Jamaica and CIBC FirstCaribbean.  Source: Bank of Jamaica and CIBC FirstCaribbean. 

Chart 5 
US$JMD Exchange Rate 

 Chart 6 
Developments in Capital Market Indicators 

 

 

 

Source: Bank of Jamaica and CIBC FirstCaribbean.  Source: Bank of Jamaica and CIBC FirstCaribbean. 
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Panama Luis Hurtado 
CIBC Capital Markets 

Production, Prices, and Employment  
 
Pre-COVID-19 

2019 GDP growth came in at 3.0%. The number was in line with our expectations of sluggish growth in 2019, despite 

Minera Panama ramping up production, as the Government started to implement important fiscal measures to control 

spending and reduce the larger deficit.  As expected, mining led growth in 2019, increasing 45.4% y/y, followed by 

transport, storage and communications (6.8%), and utilities (5.1%). On the other hand, fishing, other community and 

social services, manufacturing, and hotels and restaurants all posted y/y declines, coming in at -25%, -1.6%, 1.5%, and 

0.2%, respectively. 

Economic activity in January increased 2.7% y/y, slightly above the 2.5% y/y posted in December but well below the 3.6% 

posted a year earlier. Toll revenues at the Panama Canal increased 9.0% y/y, slightly above the 8.8% y/y posted in 

January 2019. Moreover, ship transit increased 3.6% y/y, above the 0.1% y/y gain a year earlier. 

The Impact Of COVID-19 

Data following the COVID-19 outbreak has been scarce. Last information available at the national statistics website 

(INEC) for a number indicators, including CPI, economic activity, trade, and Panama Canal transits and revenues, dates 

to January/February. Although that lack of new economic information makes it difficult to identify the first sectors affected 

by the recent COVID-19 outbreak, early Government, credit rating agencies, and international organizations point to 

growth landing at -2.0% this year. 

The Government’s initial response to counteract the current crisis was to provide enough resources to the health sector to 

manage the virus outbreak. This included budget reallocations of US$2bln. On May 11, the Government announced a 

gradual reopening of the economy. The first stage would allow electronic commerce, mechanics, and fishing to restart 

operations. Nevertheless, the reopening dates of sectors such as construction, no metallic mining, and industry are still to 

be decided. We would note that sectors such as agriculture, the Panama Canal and logistics were already open.  

February inflation came in flat y/y. We expect inflation to remain close to 0% and turn slightly negative in the coming 

months, in line with the decline of demand, the unemployment rate quickly climbing above 10%, the reduction of oil 

prices, and the strengthening of the dollar. 

Table 1 
Key Economic Indicators & Forecast 

 Chart 1 
Real GDP (y/y; %)  

Key Annual Indicators 2016 2017 2018 2019F 2020F 

Real GDP Growth 5.1% 5.6% 3.7% 3.0% -3.0% to -2.0% 

Inflation (End of Period) 1.5% 0.5% 0.2% -0.1% -0.5% 

Adjusted NFPS Fiscal Balance (% GDP) -1.0% -1.0% -1.1% -1.3% -5.5% 

Nom. NFPS Fiscal Balance (% GDP) -2.5% -1.7% -2.9% -3.1% -7.0% 

NFPS Debt/GDP 37.3% 37.6% 39.4% 38.5% 47% 
 

 

 

Source: Ministerio de Economia y Finanzas, IMF and CIBC Capital Markets  Source: Bloomberg 
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Government Debt  

Q1 Central Government revenue came in at US$1.4bln, down 12.2% y/y. Tax revenue reached US$1.1bln (down 15.8%), 

while non-tax income increased 5.5% y/y to US$294mln. On the expenditure front, total expenses came in at US$1.9bln, 

declining 13.1% y/y. Current expenditures dropped 3.0%, as goods and services expenses and transfers dropped 29.4%, 

and 14.2% of GDP, respectively, while personnel services increased 6.1% y/y. On the other hand, Q1 capital 

expenditures showed a large contraction, dropping 33.1% y/y to US$663.3mln. With these numbers the Central 

Government nominal deficit in Q1 came in at -1.73% of the estimated GDP for 2020, improving from the 2% deficit during 

the same period in 2019. 

Q1 Non-Financial Public Sector (NFPS) revenues landed at US$2.4bln, down 7.4% y/y. Total expenses dropped -12.4% 

y/y to US$3.2bln, while current savings reached -US$318mln, down from the US$9.9mln in Q1 2019.  Hence, the NFPS 

nominal deficit in Q1 came in at 1.2% of the estimated GDP for 2020, improving from the 3.4% during the same period in 

2018, while the primary deficit reached US$1.4bln or 2.0% of GDP. 

Despite the overall improvement against Q1 2019 numbers, disaggregated data published by the Ministry of Finance 

showed important reductions in actual current revenue versus budgeted numbers. In this line, March and April Central 

Government current revenues came in  42.8% and 48.6% lower than initially estimated, respectively – a trend expected 

to continue for the remainder of the year. Following the negative impact of the COVID-19 outbreak on the Government 

finances, the Ministry of Finance now expects the Central Government fiscal deficit to reach 8.8% of GDP in 2020, 

considering a 2.0% drop in real GDP this year. Accordingly, we expect gross public sector debt/GDP to land at 47% of 

GDP 

Financing Requirements, Recent Credit Rating Actions and Outlook 

As Table 2 shows, the Panamanian Government had almost entirely secured its US$3.9bln financing needs for this year, 

via debt issuance late last year and in March, leaving only US$288.7mln to be financed for the rest of the year. 

Nevertheless, the reduction in revenues and increased expenditures are expected to increase the Central Government 

deficit by another 5.4% of GDP or approximately US$3.5bln. Our preliminary assessment of the multilateral loans 

available to the Government suggests the Government would be able to tap US$1.7bln in resources via this route, 

leaving US$2.1bln to be financed via additional multilateral agreements, new external debt, and additional budget 

reallocations or a combinations of these alternatives. 

On April 24, S&P changed Panama’s outlook from stable to negative while maintaining its BBB+ credit rating. S&P 

highlighted the country’s economic and fiscal pressures and the upward debt trajectory exacerbated by the COVID-19 

pandemic as the main reasons for this change. S&P’s decision was not surprising and it remains one notch above Fitch’s 

BBB credit rating  with a negative outlook.  

Similar to other economies in the region and due to the lack of recent economic data, we maintain a downward bias with 

respect to the Government’s and IMF’s forecast of a 2% economic contraction this year, and we do not discount that the 

Government could return to external markets to finance its remaining US$2bln fiscal gap. 

Chart 2 
Inflation (y/y; %) 

 Table 2 
Government Debt and Deficits 

 

 Total financing needs before COVID 19 - US$3.9bln 6.10% 
- Fiscal Deficit 2020 - US$2.2bln 3.40% 
- Amortization 2020 - US$1.7bln 2.70% 

Less:   
- Pre-Financed - US$1.2bln 1.80% 
 - Bond Issuance - US$2.5bln 3.90% 

To be financed pre COVID -19 - US$288.7mln 0.40% 
Nominal deficit increase due to COVID-19 - USD3.5bln 5.40% 

To be financed for the rest of the year - US$3.79bln 5.80% 

Multilateral agreements    
- IMF - US$510mln 0.80% 
- IDB - US$780mln 1.20% 
- World Bank - US$40mln 0.10% 
- CAF - US$350mln 0.50% 

- Other multilaterals / new issuance / budget reallocations? - US$2.1bln 3.20% 
 

Source: Central Bank of Costa Rica  Source: Ministerio de Economia y finanzas, CIBC Capital Markets 

-1.0%

-0.5%

0.0%

0.5%

1.0%

1.5%

2.0%

Mar-15 Nov-15 Aug-16 Apr-17 Jan-18 Sep-18 Jun-19 Feb-20



Caribbean Market Overview – Q2 2020  47 
2-  

 

  

CIBC Capital Markets & CIBC FirstCaribbean International Bank May  2020 
 

St. Kitts and Nevis Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

Greater stay-over tourism and construction activity likely propelled output in ancillary sectors and led to an expansion in 

economic activity during 2019. 

 The number of stay-over visitors expanded 6.6% y/y, reflecting increased arrivals from all major markets. Arrivals 

from the US, the UK, Canada, the Caribbean and all other markets rose 8.1% y/y, 3.6% y/y, 5.6% y/y, 3.5% y/y 

and 8.3% y/y, respectively. Yacht passenger arrivals and excursionists also grew (up 54.3% y/y and 32.2% y/y, 

respectively), but 33 fewer cruise ship calls contributed to a 9.5% contraction of cruise passenger arrivals, and 

reduced the total number of visitors to the islands by 7.7% y/y. 

 Construction output likely advanced, supported by higher public spending on capital works (up 23.1% y/y during 

January to September 2019) and ongoing private sector projects. Road improvements, the construction of a 

second cruise ship pier and airport rehabilitation boosted public sector activity, while work at the Ramada Hotel 

and renovation of the Four Seasons Resort in Nevis bolstered private sector output. 

Consumer prices rose marginally (0.4% y/y) during December 2019. The price of food and non-alcoholic beverages 

increased 1.6% y/y, but the price of transport declined 3.6% y/y. 

Developments in Financial Markets 

Commercial banks’ excess liquidity remained elevated during 2019, while credit quality remained a challenge. 

 Total loans and advances rose 3.4% y/y. Lending to businesses and the public sector rose 14.4% y/y and 0.5% 

y/y, respectively, lifting corporate loan balances 4.9% y/y, while retail lending advanced 1.7% y/y.  

 Total deposits grew 1.1% y/y as retail and corporate balances increased 4.9% y/y and 0.6% y/y, respectively, but 

non-residents deposits declined 10.0% y/y. 

 Consequently, the loan-to-deposit ratio rose marginally y/y to 42.0% at the end of December 2019. Meanwhile, 

the weighted average lending rate fell 17bps y/y to 7.89%, but the weighted average deposit rate rose 1bps y/y to 

1.72% 

 Banks’ non-performing loan ratio remained elevated during 2019, declining only marginally to 24.0% at year-end. 

Banks’ annualised return on assets fell from 1.32% to 0.85%, but the capital adequacy ratio rose 0.5 percentage 

points to 17.8% at the end of the same period.  

Chart 1 
Stay-Over Tourist Arrivals 

 Chart 2 
Inflation (y/y; %) 

 

 

  

Source: Caribbean Tourism Organization, Eastern Caribbean Central Bank and CIBC First Caribbean          Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Government Debt 
A surge in Citizenship by Investment (CBI) inflows boosted revenue and was largely responsible for a US$17.2mln 
improvement in the Government’s fiscal surplus to US$75.6mln during January to September 2019. 
 

 Higher collection of taxes on income and profits (up US$1.9mln) and domestic goods and services (up 

US$1.7mln) eclipsed a lower intake of property taxes, and increased total tax receipts US$2.8mln y/y. Further, 

non-tax revenue rose US$30.5mln (22.9% y/y), largely because of a US$33.8mln expansion of CBI receipts, 

which accounted for 45% of current revenue during the period. Meanwhile, grant revenue increased US$0.5mln, 

but capital receipts dipped US$0.8mln. 

 Current spending rose US$6.9mln (3.6% y/y). Expenditure on personal emoluments and transfers and subsidies 

increased US$3.0mln and US$5.3mln, respectively, but payments for goods and services and interest fell 

US$0.3mln and US$1.0mln, respectively. Capital outlays and net lending advanced (up US$9.4mln or 23.1% y/y). 

Public sector debt fell 3.7% y/y to US$588.7mln (56.0% of GDP) at the end of September 2019. Central Government debt 
declined 9.5% y/y to US$413.3mln, but public corporations debt rose 13.1% y/y to US$175.4mln. 

COVID-19: Developments, Policy Responses and Outlook 

As the pandemic spread across the globe, the Government ramped up its efforts to curb the spread of the virus on St. 

Kitts and Nevis. In addition to border closures that do not permit access to nationals or residents, a number of curfew 

measures and restrictions have been implemented. The islands’ high dependence on tourism services implies a large 

blow to the country’s GDP, while the disruption of non-essential business activity has aggravated the economic fall-out. 

The IMF’s latest projections suggest an 8.1% contraction in economic output in 2020, but the ECCB expects declines 

ranging from 10% to 20% for its member countries. 

In addition to greater spending on healthcare, the Government announced a number of support measures, including 

funding for small and medium enterprises and affected sectors, additional support for its poverty alleviation program, and 

a reduction of the income tax rate from 33% to 25% and of the unincorporated business tax rate from 4% to 2% for three 

months. Recent strong fiscal performances, albeit generated by robust CBI inflows, could provide some support for 

response efforts. However, expected lower revenue intake will lead to a deterioration of the fiscal balance, magnified by 

the Government’s high dependence on CBI revenue to generate fiscal surpluses. Reduced exports, particularly tourism 

receipts, are also expected to widen the current account deficit considerably. While the FX reserves of the currency union 

maintain a backing ratio of approximately 100% of demand liabilities, the simultaneous shock to all of its member 

territories will likely result in some losses. The ECCB has actively engaged with international financial institutions to obtain 

assistance for member countries, which could augment reserve levels. Meanwhile, the ECCB has provided financial 

support through grants of EC$500mln to each member and has increased its lending capacity to member Governments.  

Further, the Central Bank cut its discount rate from 6.5% to 2% and reached an agreement with the ECCU Bankers’ 

Association on a loan deferral program for clients, for up to six months. 

Chart 3 
Public Sector Debt Outstanding 

 Chart 4 
Growth in Key Balances (y/y; %) 

 

 

 

Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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St. Lucia Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 
Economic activity is estimated to have expanded during 2019 underpinned by a strong tourism performance. 
 

 Total visitor arrivals expanded 4.7% y/y, while visitor expenditure rose 7.8% y/y. Stay-over arrivals increased 

7.3% as arrivals from all major markets advanced – US (up 9.5% y/y), UK (up 6.4% y/y), Canada (up 1.6% y/y), 

Caribbean (up 7.7% y/y) and other countries (up 3.3% y/y). Meanwhile, cruise ship passenger and yacht 

passenger arrivals increased 3.5% y/y and 4.6% y/y, respectively, but the number of excursionists fell 10.5% y/y. 

 Preliminary indicators suggest construction activity benefited from increased public spending on capital works (up 

44.5% y/y) during the first nine months of the year, complemented by privately funded projects, such as the 

construction of a horse racetrack as part of the first phase of the Pearl of the Caribbean and upgrades to tourism 

infrastructure. However, initial estimates from the ECCB suggest output remained subdued during the year. 

Consumer prices slipped 0.1% y/y at December 2019. The prices of food and non-alcoholic beverages and transport 
increased 0.7% and 3.6%, respectively, but the price of housing, utilities, gas and other fuels dipped 5.3% y/y. 

Developments in Financial Markets 

Commercial banks’ credit to the private sector remained sluggish but loan quality improved during 2019. 

 Total loans and advances fell 1.2% y/y.  Retail loans rose 1.9% y/y, but reduced lending to businesses (down 

6.8% y/y) overshadowed greater lending to the public sector (up 7.0% y/y), lowering corporate loans by 4.8% y/y. 

 Total deposits increased 1.8% y/y as retail, corporate and non-resident deposit balances expanded 1.0% y/y, 

2.7% y/y and 1.1% y/y, respectively. 

 The loan-to-deposit ratio fell 2.4 percentage points y/y to 78.3% at December 2019, while the weighted average 

lending and deposit rates declined 38bps y/y and 1bps y/y to 7.56% and 1.42%, respectively, at the end of the 

same period. 

 Banks’ non-performing loan ratio improved from 10.0% in December 2018 to 8.2% in December 2019. However, 

the capital adequacy ratio fell 3.3 percentage points y/y to 15.9%, while the annualised return on assets slipped 

from 1.86% to 1.54% during Q4 2019. 

 

Chart 1 
Stay-Over Tourist Arrivals 

 Chart 2 
Inflation (y/y; %) 

 

 

 

Source: Caribbean Tourism Organization, Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Government Debt 

Lower Citizenship by Investment (CBI) inflows contributed to a US$4.9mln deterioration in the Government of St. Lucia’s 

fiscal balance to a US$0.2mln fiscal deficit during January to September 2019. 

 Tax revenue advanced US$11.6mln as taxes on income and profits, domestic goods and services and 

international trade and transactions rose US$5.5mln, US$4.4mln, and US$2.7mln, respectively, but taxes on 

property fell US$0.9mln. However, a US$14.1mln reduction in CBI receipts led to a US$12.2mln fall-off in non-tax 

revenue, and reduced total current revenue by US$0.5mln. Meanwhile, grant revenue increased US$2.1mln. 

 The Government reduced its current expenditure by US$9.0mln as spending on goods and services and transfers 

and subsidies fell US$13.6mln and US$2.6mln, respectively, but interest payments and personal emoluments 

rose US$2.6mln and US$4.7mln, respectively. However, capital outlays and net lending advanced US$15.4mln.  

Public debt rose 4.4% y/y to US$1.26bln (63.3% of GDP) at the end of September 2019, from 62.7% one year earlier. 
Central Government debt increased 5.0% y/y to US$1.19bln but public corporation debt fell 6.2% y/y to US$67.5mln. 

COVID-19: Developments, Policy Responses and Outlook 

The COVID-19 pandemic has dealt a huge blow to the mainstay of St. Lucia’s economy. St. Lucia attracts the largest 

number of stay-over arrivals in the Eastern Caribbean, with the direct and indirect effects of tourism contributing over 40% 

of the country’s GDP. Additionally, containment measures to curtail the spread of the virus on the island have further 

suppressed domestic activity. Uncertainty remains high, but the IMF’s latest projections suggest an 8.5% contraction in 

economic output in 2020, while the ECCB expects declines ranging from 10% to 20% for its member countries. 

The IMF reports that the St. Lucian Government announced income support to vulnerable households, suspension of 

rental payments, tax credits to companies retaining employees, and funding for entrepreneurs producing sanitary 

products. Greater spending on healthcare and the Government’s response package, combined with shortfalls in revenue, 

is expected to significantly widen the fiscal deficit. Further, the plunge of tourism receipts, partially mitigated by lower oil 

prices, will generate a deterioration of the balance of the payments and give rise to associated financing needs. 

While the FX reserves of the currency union maintain a backing ratio of approximately 100% of demand liabilities, the 

simultaneous shock to all of its member territories will likely result in losses. The ECCB has actively engaged with 

international financial institutions to obtain assistance for member countries, which could augment reserve levels. On 

request, the IMF has approved a US$29.2mln disbursement to St. Lucia under its rapid credit facility intended to mitigate 

fiscal and external pressures. Further, the IMF noted that the Government will consider a follow-up arrangement, should 

conditions deteriorate beyond expectations. The Caribbean Development Bank also approved a US$10.8mln emergency 

loan to help with response efforts. Meanwhile, the ECCB has provided financial support through grants of EC$500mln to 

each member and has increased its lending capacity to member Governments. 

Further, the central bank cut its discount rate from 6.5% to 2% and reached an agreement with the ECCU Bankers’ 

Association on a loan deferral programme for clients, for up to six months. 

Chart 3 
Public Sector Debt Outstanding 

 Chart 4 
Growth in Key Balances (y/y; %) 

 

 

 

Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Sint Maarten Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

Recovery across most major sectors led to a 5.6% expansion in real economic activity during Q3 2019. Further, following 

a 6.6% contraction in 2018, preliminary estimates from the Centrale Bank van Curaçao en Sint Maarten (CBCS) suggest 

a 5.0% real GDP expansion overall in 2019. 

 Activity in the tourism sector rebounded 20.0% y/y in Q3, replicating the strong performance witnessed during the 

first two quarters of the year. A 65.6% y/y expansion in stay-over arrivals from all major markets, an enhanced 

room stock and a partial restoration of the Princess Juliana International Airport’s main terminal building 

underpinned this outturn. Cruise passenger arrivals also grew during the nine-month period, but the number of 

visitors fell in Q2 and Q3, mostly attributed to increased competition. 

 Increased yacht repair activity led to a sharp expansion in manufacturing value-added over January to September 

2019, while construction activity also advanced, reflecting the start of new large construction projects alongside 

the winding down of Post-Irma reconstruction activity. Further, output in the utilities, wholesale and retail and real 

estate renting and business sectors also benefited from the turnaround in Sint. Maarten’s economic fortunes.  

Inflation slowed to 0.2% y/y during Q4 2019 as lower prices of housing, water, electricity and other fuels, food and non-
alcoholic beverages, communication and miscellaneous goods and services partially offset higher prices in all other price 
categories. 

Developments in Financial Markets 

Liquidity conditions tightened in 2019 and over the first two months of 2020 following policy action by the Centrale Bank 

van Curaçao en Sint Maarten (CBCS) to stymie the downward trend in gross official FX reserves. 

 The CBCS increased its reserve requirement from 18% to 19%, effective the reserve requirement period 

February 17 to March 15, 2020. The current account balances of commercial banks at the CBCS declined 29.7% 

y/y to US$284.6mln at December 2019, and further to US$206.8mln at February 2020. Meanwhile, the gross 

official FX reserves of the Monetary Union, excluding gold, fell 3.0% y/y to US$1.28bln (16.9 weeks of imports of 

goods and services) at December 2019. 

 Loans extended by commercial banks in Sint. Maarten fell 0.2% y/y during 2019 as a 4.4% fall-off in corporate 

lending overshadowed a 5.1% expansion in retail lending. Both mortgages and consumer loans increased (up 

3.3% y/y and 8.7% y/y, respectively, but a 5.2% y/y decline in business lending outweighed a 33.4% y/y 

expansion in lending to the public sector. 

 Retail and non-resident deposits fell 3.1% y/y and 4.2% y/y, respectively, but corporate deposits rose 3.6% y/y 

and led to a 0.3% uptick during the year. 

  

  

Chart 1 
Key Economic Indicators (%) 

 Chart 2 
Inflation (y/y; %) 

 

 

 
Source: Central Bank of Curaçao and St. Maarten and CIBC FirstCaribbean.  Source: Central Bank of Curaçao and St. Maarten and CIBC FirstCaribbean. 
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Government Debt 

The recovery of economic activity in Sint. Maarten led to a US$26.9mln improvement in the fiscal deficit over the first nine 

months of 2019, with preliminary data indicating a US$35.7mln improvement to US$19.2mln over the entire year. 

 Higher taxes receipts (up US$19.9mln or 15.3% y/y) were largely responsible for a US$26.6mln expansion in 

revenue. Concessions and fees, licences, and other revenues also rose (up US$2.2mln, US$3.8mln and 

US$0.7mln, respectively) during January to September 2019. 

 Total expenditure declined marginally (US$0.3mln or 0.2% y/y) as lower spending on wages and salaries (down 

US$0.7mln), social security (down US$0.1mln) and other expenditures (down US$1.6mln) eclipsed higher outlays 

on goods and services (up US$0.7mln), subsidies (up US$1.2mln) and interest payments (up US$0.2mln). 

Sint. Maarten’s debt stock stood at US$441.3mln (41.1% of GDP) at September 2019. Domestic debt fell US$21.6mln to 

US$73.4mln as the Government paid a portion of its arrears toward the public pension fund, APS, and the social security 

bank, SZV. Conversely, foreign debt rose US$32.1mln to US$367.9mln, largely because of an US$18.4mln bond 

issuance in May 2019, which was allocated to the Dutch State, and a US$15.1mln bridge loan from the Dutch State for 

the reconstruction of the airport. 

COVID-19: Developments, Policy Responses and Outlook 

The COVID-19 global pandemic has severely disrupted Sint. Maarten’s path to economic recovery following Hurricane 

Irma’s devastation back in 2017. The continued rebound of tourism and the second phase of the reconstruction of the 

airport, among other construction projects, were expected to bolster economic activity by 2.9% during 2020. The closure 

of Sint. Maarten’s borders and the ban on maritime traffic, which coincided with the grounding of several commercial 

flights and cruise operations, will result in a dramatic decline in tourist arrivals once again. Moreover, the lockdown or 

‘shelter-at-home’ measures implemented to prevent the spread of COVID-19 on the island significantly hinder most other 

economic activity and will likely lead to sharp increases in unemployment. Assuming the borders remain closed for three 

months, the CBCS’ latest projections indicate a real GDP contraction of 17.0% in 2020, with significant downside risks.  

Lower revenues from reduced productive output, combined with greater spending on support programs, will reverse fiscal 

improvements, while lower export receipts will cause further pressure on FX reserves, though the lower oil import bill will 

likely temper this impact. Given the limited fiscal and external buffers available, the CBCS recommended that the 

Government of Sint. Maarten obtain an aid-package from the Netherlands.  

Following requests for financial assistance, the Netherlands approved US$28.0mln in short-term liquidity support on April 

9, 2020, in the form of a zero interest loan over two years, after which an assessment will be conducted to determine the 

amount to be repaid and whether part can be converted to a grant. Further, the Kingdom of Council Ministers announced 

plans to assess long-term financing needs, but in the context of implementing the necessary reforms to build greater 

resilience.  

Chart 3 
Developments in Credit Market Indicators (%) 
   

 

  

Source: Central Bank of Curaçao and St. Maarten and CIBC FirstCaribbean.   
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St. Vincent and the Grenadines Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

A strong tourism performance boosted economic activity, but other preliminary indicators suggest slower growth in 2019, 

relative to 2018. 

 Tourism activity is estimated to have strengthened during 2019, with total visitor spending growing 12.6% y/y. 

Stay-over arrivals advanced 6.5% y/y, reflecting expansions from all major markets. Specifically, arrivals from the 

US, Canada, the UK, the Caribbean and other markets rose 12.5% y/y, 6.6% y/y, 0.6% y/y, 0.9% y/y and 13.7% 

y/y, respectively. Cruise-ship arrivals also rose (17.1% y/y) despite eight fewer calls to 253 during the year, while 

yacht passenger arrivals increased 9.2% y/y. 

 Indicators of investment suggest a likely improvement in construction output. Imports of inedible crude materials 

except fuels and imports of machinery and transport equipment advanced 8.5% y/y and 4.4%, respectively. 

Further, Government spending on capital investments doubled to US$25.1mln during the first nine months of the 

year. However, preliminary indicators of manufacturing and agriculture output suggest a mixed performance 

during the year. 

Consumer prices rose 0.5% y/y during December 2019. The prices of food and non-alcoholic beverages and transport 
both increased 0.9% y/y, but the price of housing, utilities, gas and other fuels fell 1.0% y/y. 

Developments in Financial Markets 
Subdued loan demand alongside strong deposit growth increased excess liquidity over the year to December 2019. 
 

 Banks’ credit balances slipped 1.9% y/y. Retail loans advanced 0.4% y/y, but loans to businesses and the public 

sector fell 3.7% y/y and 17.1% y/y, respectively, reducing corporate lending 8.2% y/y. 

 Total deposits advanced 8.7% y/y as retail and corporate deposits rose 0.7% y/y and 26.5% y/y, respectively, but 

non-resident deposits fell 5.2% y/y. 

 Consequently, the loan-to-deposit ratio fell 6.7 percentage points y/y to 62.4% at December 2019, while the 

weighted average lending and deposit rates both fell 10bps y/y to 8.30% and 1.68%, respectively. 

 The non-performing loan ratio improved marginally y/y to 6.4%, while the annualised return on assets rose from 

0.5% during Q4 2018 to 1.1% during Q4 2019. However, banks’ regulatory capital to risk-weighted assets ratio 

fell 6.2 percentage points to 17.0% at the end of the year. 

Chart 1 
Stay-Over Tourist Arrivals 

 Chart 2 
Inflation (y/y; %) 

 

 

 

Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Government Debt 

Tax revenue underperformed amid increased Government spending and worsened the Government’s fiscal balance by 

US$32.8mln to a US$32.6mln deficit during January to September 2019. 

 Tax receipts declined US$6.7mln (4.9% y/y) as taxes on goods and services rose US$0.7mln, but taxes on 

income and profits, property, and international trade and transactions fell US$3.6mln, US$2.4mln and US$1.4mln, 

respectively. Total current revenue experienced a similar decline, as non-tax revenue rose only marginally y/y. 

 Current expenditure increased US$11.9mln (7.7% y/y), reflecting greater spending on personal emoluments (up 

US$4.2mln), goods and services (up US$1.9mln), interest payments (up US$1.5mln) and transfers and subsidies 

(up US$3.9mln). Outlays for capital investment also rose (US$12.8mln) during the nine-month period. 

Public debt rose 4.8% y/y to US$622.8mln (75.5% of GDP) at September 2019, as Central Government debt rose 5.7% 
y/y to US$573.9mln but public corporation debt fell 4.8% to US$4.8mln. 

COVID-19: Developments, Policy Responses and Outlook 

The spread of the pandemic has disrupted economic prospects in St. Vincent and the Grenadines. Even though the direct 

contribution to GDP of the hotel and restaurant sector is relatively small, spillover effects to ancillary sectors generate 

approximately one-quarter of the country’s output (World Travel and Tourism Council estimates). Up to publication time, 

the Government had not imposed lockdowns/curfews, but the general requirements of social distancing likely resulted in a 

further dampening of other economic activity. The IMF’s latest projections suggest an 8.1% contraction in economic 

output in 2020, but the ECCB expects declines ranging from 10% to 20% for its member countries. 

In response, the Government announced increased spending on healthcare, income support for displaced workers and 

vulnerable citizens, relief to affected sectors, including tourism services and agriculture, and support for small and 

medium-sized enterprises. Following underperformance in 2019, the further erosion of revenue from reduced business 

activity will increase the pressure on the Government’s finances and public debt, while the dwindling of tourism receipts 

and reduced FDI will increase pressure on the balance of payments and create financing gaps. While the FX reserves of 

the currency union maintain a backing ratio of approximately 100% of demand liabilities, the simultaneous shock to all of 

its member territories will likely result in some losses. The ECCB has actively engaged with international financial 

institutions to obtain assistance for member countries, which could augment reserve levels. The IMF has approved a 

US$16.0mln disbursement to St. Vincent and the Grenadines under its Rapid Credit Facility intended to mitigate fiscal and 

external pressures and the Caribbean Development Bank has approved a US$11.3mln emergency loan to help finance 

the response. The World Bank also provided US$4.5mln in funding as part of the Group’s COVID-19 response package. 

Meanwhile, the ECCB has provided financial support through grants of EC$500mln to each member and has increased its 

lending capacity to member Governments.  

Further, the Central Bank cut its discount rate from 6.5% to 2% and reached an agreement with the ECCU Bankers’ 

Association on a loan deferral programme for clients, for up to six months. 

Chart 3 
Public Sector Debt Outstanding 

 Chart 4 
Growth in Key Balances (y/y; %) 

 

 

 

Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean.  Source: Eastern Caribbean Central Bank and CIBC FirstCaribbean. 
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Suriname Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 
In the absence of official GDP statistics for 2019, preliminary data from the Centrale Bank van Suriname (CBvS) suggests 
that economic growth decelerated in 2019. Meanwhile, the external current account balance deteriorated during the year. 
 

 The CBvS’ monthly economic activity index for the first nine months of 2019 suggests a very modest expansion in 

economic activity. Increased sales of heavy equipment, household furnishing, and food and non-alcoholic 

beverages imply greater output of wholesale and retail trade, while gold production also rose during the period. 

 Imports of investment goods and transportation advanced US$55.8mln and US$90.7mln, respectively, likely 

partially driven by greater oil exploration. Total goods exports rose US$81.6mln, largely due to gold receipts, but 

goods imports increased US$220.8mln. The lower surplus balance on goods, coupled with higher deficits on the 

balance of services and income, and a lower surplus balance on current transfers, widened the external current 

account deficit by US$292.4mln to 11% of GDP. 

Latest data from the General Bureau of Statistics indicate that the unemployment rate rose from 7.5% in 2017 to 9.4% in 
2018.  The number of employed persons fell 0.7% y/y while the labour force increased 1.4% y/y. 

Consumer prices rose 4.2% y/y during December 2019, compared to 5.4% y/y one year earlier. 

Developments in Financial Markets 

Total loans and advances rose 1.6% y/y during 2019 as a 1.0% y/y decline in corporate lending led by a fall-off in 

business loans partially offset an 11.2% y/y expansion in retail loans. 

 Total loans and advances in local currency fell 3.5% y/y.  Reduced lending to the public sector (down 60.3% y/y) 

overshadowed greater lending to businesses (up 17.8% y/y), lowering corporate loans 12.8% during the year. 

Meanwhile, retail loans advanced 15.3% y/y as mortgages and consumer loans expanded 19.4% y/y and 22.9% 

y/y, respectively. 

 In contrast, loans denominated in foreign currency rose 8.0% y/y. Corporate loan balances expanded 9.5% y/y as 

greater lending to the public sector (up 121.1% y/y) eclipsed lower credit to businesses (down 15.8% y/y). 

Meanwhile, retail lending declined 11.2% y/y as consumer loans rose marginally, but mortgages fell 20.2% y/y. 

Deposits denominated in local currency deposits expanded 20.7% y/y, but foreign currency deposits fell 5.8% y/y, 

moderating the increase in total deposits to 3.5% y/y. 

The average interest spread increased 120bps y/y to 6.4% at December 2019, as the weighted average lending rate rose 

80bps y/y to 15.2%, but the weighted average deposit rate fell 40bps y/y to 8.8%. 

 Chart 1 
Real GDP Growth (%) 

 Chart 2 
Inflation (y/y; %) 

 

 

 

Source: Centrale Bank van Suriname and CIBC FirstCaribbean.  Source: Centrale Bank van Suriname and CIBC FirstCaribbean. 
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International reserves trended downwards over the last eight months, falling from US$713.1mln during July 2019 to 

US$554.4mln (equivalent to about 13.6 weeks of imports of goods and services) at the end of March 2020. The 

SRD/US$ remained stable at 7.46:1 at the end of the same period, but occasional reports suggest that cambios offer a 

more depreciated parallel exchange rate. 

Government Debt 

Increased spending, ahead of general elections scheduled for May 2020, led to a US$46.0mln widening of the 

Government’s fiscal deficit during January to October 2019. 

 Tax revenues expanded 14.2% y/y as direct and indirect taxes rose US$25.9mln and US$25.1mln, respectively. 

Non-tax collections also improved (up US$26.4mln) during the period. 

 However, increased spending outweighed the expansion in Government receipts. Current expenditure rose 

US$100.5mln as higher payments for wages and salaries (up US$109.9mln) and goods and services (up 

US$23.9mln) overshadowed lower outlays for subsides (US$21.2mln) and interest (down US$12mln). Further, 

capital spending advanced US$55.5mln y/y. 

Suriname’s debt continued to rise, reaching US$2.98bln (approximately 78% of GDP) at February 2020. External debt 

rose 14.4% y/y to US$1.99bln, partially reflecting a two-year US$125mln bond issuance in December 2019 to acquire the 

Afokaba hydroelectric dam from the mining company Alcoa. Meanwhile, domestic debt rose 9.5% y/y to US$989.9mln. 

COVID-19: Developments, Policy Responses and Outlook 

Even though tourism is not a major driver of economic activity, Suriname’s high dependence on gold and oil production 

leaves it heavily exposed to commodity price shocks. Gold mining and oil production account for approximately 86% of 

the exports of goods and services and 38% of Government revenues. Gold prices have exhibited greater volatility, but the 

collapse of oil prices, coupled with restrictive measures imposed to prevent the community spread of the virus, reduces 

Suriname’s economic prospects. The IMF’s latest projections indicate a 4.2% decline in economic activity in 2020. 

The developments associated with COVID-19 also aggravate the already challenged state of Suriname’s fiscal and 

external balances. Weaker revenues, alongside higher spending to support the healthcare system and mitigate the 

economic fall-out, will further increase the Government’s deficit and result in increased accumulation of debt. On April 8, 

the Government passed a COVID-19 Exceptional Condition Act for an initial three-month period that, among other things, 

allows for SRD400mln in emergency funding, removes the law on the public debt limit, and removes the restrictions on 

monetary financing. Meanwhile, with international reserves already on a downward trajectory, lower export receipts will 

place greater pressure on the external current account and the exchange rate. On March 20, the Government passed a 

Foreign Currency Market Act, imposing various restrictions on foreign exchange transactions. Thus far, the Caribbean 

Development Bank has approved a US$8.2mln emergency loan to Suriname to help finance the response. In light of 

recent economic developments, Standard and Poor’s lowered Suriname’s rating from B to CCC+ on April 1, 2020, while 

Moody’s downgraded from B2 to B3 on April 14, 2020. 

 

 

Chart 3 
Growth in Key Balances (y/y; %) 

 Chart 4 
Interest Rates (%) 

 

 

 

Source: Centrale Bank van Suriname and CIBC FirstCaribbean.  Source: Centrale Bank van Suriname and CIBC FirstCaribbean. 
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Trinidad and Tobago Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

In the absence of official data by the Central Statistical Office, the Central Bank’s Quarterly Index of Real Economic 

Activity suggests a 1.1% contraction of real economic output during 2019 driven by a decline in energy production. 

 Output in the energy sector is estimated to have declined 3.6% y/y.  Lower oil yields continued to hinder crude oil 

production (down 7.3% y/y), while the Q1 boost from the operationalisation of the Angelin platform was short-lived 

due to work stoppages and maintenance work, thus restricting growth in natural gas output to 0.3% y/y. Further, 

total depth drilled and the number of rig days fell 16.6% y/y and 12.7% y/y, respectively, while the refinery of 

petroleum-based products fell to zero, with the closure of Petrotrin. In contrast, liquefied natural gas output rose 

1.5% y/y, while petrochemical output increased 12.0% y/y, led by production of ammonia (up 7.4% y/y) and 

methanol (up 11.7% y/y). 

 Meanwhile, non-energy output is estimated to have improved marginally (0.5%) during the year. Activity in the 

distribution sector likely rose 1.3% y/y, partially reflecting an increase in motor vehicle registrations, while local 

sales of cement, an indicator of construction output, registered an uptick (0.6%). Robust demand for consumer 

mortgages and real estate loans likely bolstered gains in the financial and insurance sector (up 3.4% y/y) and the 

real estate sector (up 2.4% y/y). However, manufacturing, transport and storage, and electricity and water output 

are all estimated to have declined. 

Retail prices rose 0.4% y/y during January 2020 as core and food prices increased 0.3% y/y and 0.4% y/y, respectively. 

Developments in Financial Markets 

Loan growth remained strong, while loan quality, capital adequacy and profitability improved during 2019. 

 Total credit in the banking system expanded 8.2% y/y, reflecting increases in both corporate (up 9.7% y/y) and 

retail loans (up 6.7% y/y).  Lending to businesses and the public sector rose 4.8% y/y and 15.6% y/y, 

respectively, while a 13.0% expansion in mortgages eclipsed a 3.3% decline in consumer loans. 

 Total deposits rose 6.0% y/y as demand, savings and time deposit balances increased 11.0% y/y, 0.1% y/y and 

11.5% y/y, respectively. 

 Consequently, the loan-to-deposit ratio rose to 66.4% at December 2019 from 65.0% one year earlier. 

Commercial banks’ non-performing loans to gross loans ratio improved marginally y/y to 2.8%, while the capital 

adequacy ratio rose marginally y/y to 21.2% at the end of the same period. Meanwhile, banks’ average return on 

assets improved to 3.1% during 2019, from 2.6% during 2018 

The Trinidad and Tobago composite stock price index increased 13.7% y/y during February 2020, following 5.1% y/y 

growth one year earlier. 

Chart 1 
Key Economic Indicators (y/y; %) 

 Chart 2 
Key Commodity Prices (US$) 

 

 

 

Source: Central Bank of Trinidad and Tobago and CIBC FirstCaribbean.  Source: International Monetary Fund, Central Bank of Trinidad and Tobago and CIBC FirstCaribbean. 
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The CBTT’s net official FX reserves fell further (10.7% y/y) to US$6.80bln (7.6 months of import cover). The 

TTD/US$ exchange rate remained unchanged y/y at 6.78:1 at the end of March 2020. 

Government Debt 

The Government’s fiscal deficit improved from US$840.1mln (3.6% of GDP) to US$581.76mln (2.4% of GDP) during 

FY2018/19 ended September 2019. However, since then, the Government’s balance widened US$126.1mln (66.2% y/y) 

to US$316.7mln during the first four months of FY2019/20 ended January 2020, despite reduced Government spending. 

 Declines in energy (down 7.2% y/y) and non-energy revenue (9.5% y/y) lowered total current revenue 8.9% y/y 

during the four-month period. The fall-off in energy revenue was largely because of reduced energy prices, while 

the majority of the reduction in non-energy revenue stemmed from lower non-tax receipts (down US$114.8mln). 

Total tax revenue fell US$131.mln (8.8% y/y), largely on account of lower taxes on income and profits (down 

US$147.2mln). Taxes on international trade also fell (down US$3.4mln), while taxes on goods and services rose 

US$19.6mln (5.0% y/y), US$16.3mln of which related to an expansion in value-added tax receipts.  Meanwhile, 

total non-tax revenues declined US$56.5mln (9.2% y/y). 

 Lower current spending (down US$108.2mln), largely because of a fall-off in transfers and subsidies, eclipsed a 

US$12.2mln expansion in capital spending and net lending, and reduced total expenditure by 4.1% y/y during the 

four-month period.  Transfers and subsidies fell US$140.5mln due to normalisation following closure costs 

associated with Petrotrin in the previous year, but spending on wages and subsidies, goods and services and 

interest payments rose US$15.5mln, US$16.5mln and US$0.3mln, respectively. 

Gross public sector debt fell 3.8 percentage points y/y to 74.7% of GDP at December 2019, as Central Government debt 

declined 3.7 percentage points y/y to 56.1% of GDP, but contingent liabilities remained unchanged y/y at 18.7% of GDP. 

Central Government domestic debt fell from 43.3% to 39.4% of GDP, but Central Government external debt rose from 

15.9% to 16.7% of GDP. 

COVID-19: Developments, Policy Responses and Outlook 

Although Trinidad and Tobago’s economy is considerably less reliant on the travel industry than many of its regional 

neighbours, restrictive measures to fight the spread of the COVID-19 pandemic combined with the collapse of oil prices 

create a perfect storm. Before COVID-19, real economic activity in the Twin Island Republic had been struggling to 

recover from the 2015/16 downturn in energy prices, against the backdrop of maturing oil fields and a sluggish non-

energy sector. Now, national lockdowns coupled with the significant drop in global energy demand and prices will lead to 

a sharp contraction in 2020 – the IMF places this estimate at -4.5%. 

Trinidad and Tobago’s heavy dependence on the energy sector for Government revenue and exports signals increased 

pressure on public debt and FX reserves. However, setting aside issues of long-term sustainability, strong fiscal and 

external buffers provide some room for immediate adjustment and response to the crisis. The Government’s fiscal 

package includes salary relief for temporarily unemployed workers, liquidity support to individuals and small businesses, 

grants to hoteliers and social support measures at an estimated cost of US$147mln (TTD1bln). However, when combined 

with the expected reduction in revenue, the Government’s latest estimates suggest a widening of the fiscal deficit to 

US$2.29bln (TTD15.5bln), a staggering 10% of GDP.  Following legislative amendments, the Government could access 

up to US$1.5bln (6% of GDP) from the Heritage Stabilization Fund (HSF) for budgetary support. Further, the Government 

announced plans of sourcing a total of US$300mln from the World Bank (US$20mln), the Inter-American Development 

Bank (US$130mln), and the Development Bank of Latin America (US$150mln), and pursuing an additional US$500mln 

from other external sources. The expected deterioration of external accounts could precipitate a sharper fall of FX 

reserves, but could be mitigated by withdrawals from the HSF and the proceeds from external borrowing. On March 26, 

2020, Standard and Poor’s lowered Trinidad and Tobago’s Sovereign rating from ‘BBB’ to ‘BBB-,’ citing expected reduced 

Government revenues and increased debt from lower oil and gas prices. 

Meanwhile, the Monetary Policy Committee of the Central Bank reduced the Repo rate by 150bps to 3.5% and lowered 

the reserve requirement on commercial bank deposits by 3% to 14% aimed at shoring up short-term liquidity in the 

financial system and signalling a reduction in interest rates. 
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Chart 3 
Inflation (y/y; %) 

 Chart 4 
Developments in Credit Market Indicators (%) 

 

 

 

Source: Central Bank of Trinidad and Tobago and CIBC FirstCaribbean.  Source: Central Bank of Trinidad and Tobago and CIBC FirstCaribbean. 

Chart 5 
US$/TTD Exchange Rate 

 Chart 6 
Capital Market Indicators 

 

 

 

Source: Central Bank of Trinidad and Tobago and CIBC FirstCaribbean.  Source: Central Bank of Trinidad and Tobago and CIBC FirstCaribbean. 
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Turks and Caicos Tiffany Grosvenor-Drakes 
CIBC FirstCaribbean 

Production, Prices, and Employment 

The Statistics Department of the Turks and Caicos Islands reports that real economic activity expanded 5.3% in 2019, 

reflecting improved performances in most major economic sectors. 

 Tourism GDP is estimated to have expanded 5.4% y/y. Stay-over arrivals increased 10.3% y/y, while cruise 

passenger arrivals rose 8.8% y/y supported by a 10.6% expansion in cruise-ship calls.  Stay-over arrivals from 

the US, which account for 82% of the total, advanced 9.4% y/y, while the number of arrivals from Canada and 

Europe rose 19.6% y/y and 20.0% y/y, respectively. 

 A continuation of repair efforts, alongside other private sector projects, including the ongoing work at the FDI-

funded Ritz Carlton, likely supported construction output, which rose 16.9% y/y, while activity in the transport, 

storage and communication and distribution sectors increased 6.3% y/y and 5.0% y/y, respectively. 

Manufacturing and agricultural output slipped during the year. 

Consumer prices increased 2.2% during 2019, while the unemployment rate remained around 7%. 

Developments in Financial Markets 

Deposit growth continued to be strong during 2019, but loan growth remained tepid, even with a moderate expansion of 

lending to businesses. Loan quality remained around the level recorded one year earlier, while capital adequacy improved 

over the same period. 

 Total loans and advances increased 1.0% y/y.  Corporate lending rose 2.7% y/y, largely reflecting greater lending 

to businesses. Business loans advanced 5.0% y/y, reflecting increased credit to the distributive trade (up 27.8% 

y/y), transportation (up 13.2% y/y), tourism (up 5.2% y/y) and construction sectors (up 3.9% y/y). However, 

lending to the public sector declined 47.9% y/y, partially attributed to the Government’s paying down of its debt. 

Meanwhile, retail loans dipped 0.5% y/y. 

 Retail and corporate deposits rose 6.4% y/y and 13.6% y/y, respectively, but non-resident deposits declined 

11.8% y/y, moderating the increase in total deposits to 6.9% y/y. 

 Consequently, the loan-to-deposit ratio fell from 66.7% at the end of 2018 to 63.0% at the end of 2019. 

Meanwhile, the non-performing loan ratio was recorded at 5.4% at December 2019, unchanged from one year 

earlier, and the capital adequacy ratio improved 2.7 percentage points y/y to 31.7% at the end of the same period. 

 

Chart 1 
Key Economic Indicators (GDP Growth; %) 

 Chart 2 
Inflation (y/y; %) 

 

 

 

Source: Turks and Caicos Statistical Office, S&P and CIBC FirstCaribbean.  Source: Turks and Caicos Statistical Office, S&P and CIBC FirstCaribbean. 
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Government Debt 

Following several years of successive surpluses, the Turks and Caicos Islands’ Government continued the trend and 

reported a US$39.9mln operating surplus during FY2019/20 ended March 2020. This outturn fell below last year’s surplus 

of US$68.9mln, but surpassed the budget estimate of US$11.5mln 

 Total revenue and receipts exceeded the budget by US$9.2mln (3.0% y/y), remaining on par with the prior-year 

outcome. Recurrent receipts expanded US$9.6mln or 3.2% relative to budget, with accommodation tax and 

stamp duty on land transactions contributing US$5.4mln and US$5.0mln to the increase, respectively. Grants and 

capital receipts registered marginal differences to the budget during the period. 

 Government spending increased US$10.6mln (4.5% y/y), but fell short of the budgeted amount by US$18.5mln 

(4.5%). Recurrent expenditure was US$16.9mln lower than the target, US$8.9mln of which related to lower-than-

expected personnel costs, while non-recurrent spending declined US$1.3mln y/y and US$1.6mln relative to 

budget. Meanwhile, capital contributions to the Development Fund rose US$18.3mln, but fell short of the 

budgeted amount by US$0.7mln. 

Total Government debt continued to decline, falling from US$9.4mln at the beginning of the fiscal year to US$3.0mln 

(0.2% of GDP) at the end of March 2020. 

COVID-19: Developments, Policy Responses and Outlook 

The COVID-19 pandemic poses a major challenge for the Turks and Caicos Islands. The closure of air and seaports to 

commercial passengers, in tandem with the disruption of global travel, has led to a collapse of the hotel and restaurant 

sector, which directly contributed 33% of economic activity in 2019. In addition to reduced activity in ancillary sectors, 

most other economic activity has been adversely affected by curfews and restrictions of non-essential work. 

Consequently, the Statistics Department of the Turks and Caicos Islands estimates a real GDP contraction of greater than 

15% in 2020. 

In response to the challenges, the Government has announced US$25.5mln in direct support for individuals, small and 

medium-sized enterprises and social services. The Government’s preliminary estimates suggest that reduced revenue 

due to the sharp reduction in economic activity, coupled with greater spending on health care and social services, could 

produce a fiscal deficit upwards of US$73mln. However, a solid record of fiscal surpluses has led to the accumulation of 

strong buffers, from which the Government plans to fund the shortfall, with any unforeseen financing requirements 

expected to be funded through grants, lines of credit, or other debt. The Government has reported savings amounting to 

approximately US$210mln, US$172mln of which is liquid and US$140mln of which is unencumbered. Meanwhile, 

Standard and Poor’s affirmed Turks and Caicos ratings at BBB+ on April 16, 2020. 

 

Chart 3 
Growth in Key Balances (y/y; %) 

  

 

  

Source: Turks and Caicos Financial Services Commission and CIBC FirstCaribbean.   
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About CIBC 

CIBC is a leading North American financial institution. From Personal, Business, and Commercial Banking to Wealth 

Management and Capital Markets businesses, our 45,000 employees provide a full range of financial products and 

services to 10 million clients in Canada, the United States and around the world. 

For more than 150 years, CIBC has been a strong community partner that makes a positive impact through our corporate 

giving, sponsorships and the volunteer spirit of our team members. In 2019, CIBC invested more than $78 million in 

community organizations across Canada and the U.S., including over $57 million in corporate contributions and nearly 

$21 million in employee-led fundraising and giving.  

Canadian Personal and Business Banking 

Canadian Personal and Business Banking provides  clients across Canada with financial advice, products and services 

through a team in our banking centres, as well as through our direct, mobile and remote channels. 

Our goal is to build a modern consumer and business relationship bank to help our clients achieve their ambitions by 

focusing on three key strategic priorities:. 

 Winning at relationships 

 Delivering market-leading solutions 

 Being easy to bank with 

Canadian Commercial Banking and Wealth Management 

Canadian Commercial Banking and Wealth Management provides high-touch, relationship-oriented banking and wealth 

management services to middle-market companies, entrepreneurs, high-net-worth individuals and families across 

Canada. We also provide asset management services to institutional investors. 

We are focused on building and enhancing client relationships, being Canada’s leader in financial advice and generating 

long-term, consistent growth. To deliver on this, our three strategic priorities are: 

 Scaling commercial banking 

 Increasing agility and efficiency in wealth management 

 Deepening client relationships across our bank  

U.S. Commercial Banking and Wealth Management 

U.S. Commercial Banking and Wealth Management provides high-touch, relationship-oriented commercial, personal and 

business banking, as well as wealth management services to meet the needs of middle-market companies, executives, 

entrepreneurs, high-net-worth individuals and families in the U.S. markets we serve 

Our goal is to build the best-in-class commercial and wealth management bank for our chosen client segments and 

markets with a focus on developing deep, profitable relationships leveraging the full complement of CIBC’s products and 

services across our North American platform. To deliver on this, our three key strategic priorities are: 

 Growing organically by adding and deepening our client relationships and selectively entering additional markets 

and specialty businesses 

 Continuing to build a strong U.S. operating platform by investing appropriately in our growth 

 Maintaining our risk discipline through selective evaluation of new opportunities, portfolio diversification, and 

quality of funding sources 
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Capital Markets 

Capital Markets provides integrated global markets with products and services, investment banking advisory and 

execution, corporate banking solutions, and top-ranked research to corporate, Government and institutional clients around 

the world. 

Our goal is to be the leading capital markets franchise for our core clients in Canada and the lead relationship bank for our 

key clients globally by delivering best-in-class insight, advice and execution. To enable CIBC’s strategy and priorities, we 

collaborate with our partners across our bank to deepen and enhance client relationships. To deliver on our goal, our 

three key strategic priorities are: 

 Being the leading capital markets platform in Canada for our core clients 

 Building a North American client platform with global capabilities 

 Increasing connectivity across CIBC to deliver better service for clients 
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About CIBC FirstCaribbean 

CIBC FirstCaribbean International Bank is a relationship bank offering a range of market-leading financial services 

through our Corporate Investment Banking, Wealth Management, and Retail Banking segments.  

Headquartered in Warrens, Barbados, we provide banking services to our clients through approximately 3,100 

employees, in 100 branches and offices. We are one of the largest, regionally listed financial services institution in the 

English and Dutch-speaking Caribbean. 

As a member of the CIBC Group of companies, we share with them an organizational culture based on core values of 

Trust, Teamwork, and Accountability. 

CIBC FirstCaribbean operates within a well regulated environment, under the supervision of the ten banking regulators 

across our 16 markets, including Antigua and Barbuda, Aruba, The Bahamas, Barbados, British Virgin Islands, Cayman 

Islands, Curaçao, Dominica, Grenada, Jamaica, St. Kitts and Nevis, St. Lucia, St. Maarten, St. Vincent and the 

Grenadines, Trinidad and Tobago and Turks and Caicos Islands.  

CIBC FirstCaribbean is traded on the stock exchanges of Barbados, Trinidad and Tobago, The Bahamas and Eastern 

Caribbean. 

A full service institution, we lead the market in providing innovative solutions for our clients, including: 

 State-of-the-art branch banking which is currently being rolled out across the region, featuring a functional, 

ergonomic environment with electronic, seated queuing systems for service identification and prioritization; 

dedicated corporate banking facilities and wealth management services in an upscale, lounge-type setting 

 A range of electronic banking solutions for full service in quick time, including an enhanced internet and mobile 

banking service. 

 Enhanced private banking service for Domestic Wealth Management clients, including Platinum Service priority 

access in branches, dedicated wealth management centres, financial advice by certified financial planning experts 

and Platinum cards services for the discerning customer. 

 Support for corporate clients with best-in-class relationship management products and services. 

CIBC FirstCaribbean is focused on developing strong relationships with its clients and is committed to being a best 

practice institution, with a focus on listening to and working closely with our clients to help them achieve what matters to 

them. 
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FCIB LEGAL DISCLAIMER

Canadian Imperial Bank of Commerce has a controlling interest in FCIB.

This communication, including any attachment(s), is confidential and is provided for general informational purposes only to institutional and professional investors and does not 
constitute an offer or solicitation to buy or sell any specific investments discussed herein. The contents of this communication are based on macro and issuer-specific analysis, 
issuer news, market events and general institutional desk discussion. The information, opinions and statistical data contained herein has been obtained from sources (internal and/
or external) that FCIB believes to be reliable (without having conducted any independent investigation). FCIB assumes no obligation to update any information, opinions, statistical 
data or forward-looking statements contained herein for any reason, including if FCIB subsequently learns that such information is inaccurate, incomplete or otherwise in error or to 
notify any person in respect of thereof. FCIB does not represent or warrant the completeness, accuracy or currency of this communication or any information, opinions and statistical 
data contained herein, including the future performance of any security, investment or strategy mentioned in this communication, nor is it intended to be a complete statement or 
summary of the securities, markets or developments discussed herein and the information contained herein should not be relied upon as such. Any opinions, recommendations, 
estimates and projections contained herein are subject to change without notice, and are provided by FCIB in good faith but with no legal responsibility or liability whatsoever. Past 
performance is not a guarantee of future results, and no representation or warranty, express or implied, is made regarding the future performance of any security or investment 
mentioned in this communication. The price of the securities and other investments mentioned in this communication and the income they produce may fluctuate and/or be 
adversely affected by exchange rates, and investors may realize losses on investments in such securities, including the loss of investment principal Any information provided herein 
is not intended to represent an adequate basis for investors to make an informed investment decision. CIBC and its respective affiliates disclaim any responsibility for any liability 
to you or any other person for any general, direct, indirect, incidental, special or consequential losses or damages (including, but not limited to, loss of profits or revenue or failure to 
realize expected profits or savings or the avoidance of any losses) arising out of or related to this communication or its use by the recipient.

Each author of this communication is not an “analyst”, nor is this communication a “research report” as such terms are defined by IIROC or The Financial Industry Regulatory Authority 
(FINRA). This communication is not the product of a “research department” of FCIB as such term is defined by FINRA or the UK Financial Services Authority Conduct of Business 
rules (the “UK Rules”). Nor should the communication be construed as containing any “research recommendations” or “investment research” as such terms are defined in the UK 
Rules. The author(s) of this communication is not a person or company with actual, implied or apparent authority to act on behalf of any issuer mentioned in the communication. 
The commentary and any attachments and opinions expressed herein are solely those of the individual author(s), except where the author expressly states them to be the opinions 
of FCIB. The author(s) may provide short-term trading views or ideas on issuers, securities, commodities, currencies or other financial instruments but investors should not expect 
continuing analysis, views or discussion relating to the securities, securities, commodities, currencies or other financial instruments discussed herein.

FCIB its affiliates may engage in trading strategies or hold positions in the issuers, securities, commodities, currencies or other financial instruments discussed in this communication 
and may abandon such trading strategies or unwind such positions at any time without notice.

This communication is intended for the specific recipient only. Any dissemination, re-distribution or other use of this message or the market commentary contained herein by any 
recipient is unauthorized. If you are not the intended recipient, please reply to this e-mail and delete this communication and any copies without forwarding them.
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