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The Bahamas : IMF Staff Concluding Statement of the 2019 Article IV Mission
Key Highlights
 Real GDP is estimated to have grown by 2.3% in 2018, and growth is projected to steady at 2.1% in 2019, underpinned by continued
growth in the tourism sector.
 Inflation increased to an average of 2.2% in 2018 but is projected to fall to 1.6% in 2019 as the temporary effect of the VAT rate increase
fades.
 The unemployment rate remains high at 10.7% and is projected to decline only gradually, albeit, positive job growth.
 The current account deficit increased to 15.9% of GDP in 2018, in part reflecting one-off factors related to the completion of Baha Mar
and an overvalued real effective exchange rate.
 The banking sector remains sound, but credit growth is hampered by non-performing loans (NPLs) and lack of information about
potential borrowers.
 The Fiscal Responsibility Law (FRL) will bolster policy credibility and ensure durable gains from fiscal consolidation, which will bring
public debt towards the anchor of 50% of GDP.

 Available data point to weaker-than-expected revenue performance, partly due to grace periods granted for the implementation of
revenue measures and legal disputes. The fiscal deficit is projected to narrow to 2.1% of GDP in 2018, bringing the outturn close to the
1.8% target.

Risks to the Outlook
 The medium-term outlook is positive, but risk factors could weigh on growth.
 Economic growth is projected to converge to its potential of 1.5% in the medium term as tourism growth normalizes.


A significant slowdown in the U.S. and other advanced economies would, however, adversely affect the tourism-dependent
Bahamian economy.

 Reputational risks in the offshore sector remain even as the government has strengthened regulatory and transparency standards,
and existing business models could be challenged.
 Vulnerability to hurricanes and climate change is high.
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