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GROSS ECONOMIC CONTRIBUTION OF THE FINANCIAL SECTOR IN THE BAHAMAS (2008)

I N T R O D U C T I O N

This report summarizes the results of the Central 
Bank’s 2008 survey on the gross economic contribution of 
the financial sector to The Bahamas. Data on the banking 
sector’s involvement in the economy have been collected 
from as early as 1977. Over the past eight years, the 
Bank has sought to expand its coverage to capture the 
contribution of other financial sector entities, including 
insurance companies, credit unions, mutual fund adminis-
trators and financial and corporate services providers. 

Despite the adverse domestic and international de-
velopments, which particularly impacted The Bahamas’ 
financial sector during the latter half of 2008, indications 
are that the sector, which accounts for at least 15% of the 
gross domestic product (GDP), recorded an increased 
contribution to the economy in 2008.  Gains were noted in 
employment, and salaries and other expenditures, partic-
ularly within the banking sector.  Less comprehensive 
data indicate that developments in several areas of the 
non-bank financial sector paralleled those among banks 
and trust companies, with increased value added ob-
served, particularly among credit unions, insurance 
companies and providers of corporate and financial 
services (mainly international business companies (IBC) 
activities).

The bulk of the operating and investment expendi-
tures collected in the survey impact the private sector, 
with some expenses reflecting payments to Government, 
mostly for licence and work permit fees, and import taxes.  
The Government also earns revenue from stamp taxes on 
financial transactions which, combined with licensing 
fees, decreased by 16.4% to $111.1 million in 2008, 
mainly corresponding to a drop in the volume of transac-
tions, particularly among domestic banks and insurance 
companies.  The component of revenues derived from 
license fees was further augmented at a healthy pace of 
25.1% to $33.2 million, underpinned by the continued 
rebound in international business companies (IBCs) 
activities.

B A N K I N G  S E C T O R  

A PROFILE OF THE SECTOR

Banks and trust companies account for the largest 
portion of the financial sector’s contribution to the econo-
my, registering modest firming in employment and ex-
penditure levels within both domestic and international 
operations during 2008.  The number of institutions 
licensed to operate from or within The Bahamas in-
creased by 26 to 271.  This corresponded to a boost in 
the number of restricted licenses by 35 to 130, relative to 
reductions in non-active licensees to 10 from 12, and in 
public licenses—which provide the bulk of the employ-
ment—to 131 from 138.  Of the total licencees, 20 institu-
tions provided services to the domestic sector, inclusive 
of 8 commercial banks and 12 other local financial institu-
tions––the latter with a focus primarily on trust operations.

During 2008, assets of international banks and trust 
companies advanced by 24.0% ($97.4 billion) to an 
estimated $503.0 billion.  This corresponded to an ob-
served international pattern benefitting Caribbean finan-
cial centres during 2008, as resources flowed out of the 
US credit markets.1 However, indications are that the 
value of fiduciary assets under management (mainly 
offshore) contracted for the second consecutive year, 
owing to both a decline in deposits and lowered valua-
tions on portfolios invested in capital market instruments.

On the domestic side, buoyed by increased lending 
to the private sector and augmented holdings of Govern-
ment debt, total assets rose by $697.5 million (8.3%) to 
$9.1 billion, an incremental slowing from the advance of 
8.9% in 2007.  Institutions operated with a network of 110 
branches, an increase of two since 2007.  Due to higher 
expenditures—particularly bad debt provisions—domestic 
banks’ net earnings contracted by 10.4% ($32.1 million) 
to $275.3 million, for a reduced 2.74% of average assets 
compared to 3.05% a year earlier.  

                                                     
1 Source: Bank For International Settlements, Quarterly 

Review, June 2009.
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EMPLOYMENT

Preliminary estimates showed employment in the 
banking sector grew at slowed pace of 0.6% (31) to 4,954 
persons, compared to a gain of 5.6% (261 positions) in 
2007.  This corresponded to a 0.7% (31 positions) rise in 
the number of Bahamians employed to 4,637; albeit, 
lagging the previous year’s 5.4% gain and the average 
yearly increase of 155 jobs (3.7%) over the adjoining five 
years.  In contrast, the number of expatriate workers in 
the sector remained at 317, after a 7.8% hke in 2007. 
Given these developments, the respective shares of 
Bahamian and expatriate employees were unchanged, at 
93.6% and 6.4% of the total workforce.
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(Thousands)
Banking Sector Employment

Bahamian Non-Bahamian Total

EXPENDITURES

Higher salary payments, administrative costs and in-
creased capital spending underpinned a rise in the bank-
ing sector’s gross expenditures by 8.2% to $553.1 million 
in 2008.  This lagged the 9.2% increase registered in 
2007, but was ahead of the 6.5% average growth be-
tween 2003 and 2007. 

Operational costs, which comprised 94.2% of total 
expenditures, trended higher by 7.5% to $521.0 million, 
ahead of the average yearly increase of 6.2% during the 
adjoining five years.  Inclusive of bonuses, the dominant 
salaries component rose by 5.9% to $286.5 million, 
moderately below 2007’s gain of 6.3%.

0.0

100.0

200.0

300.0

400.0

500.0

600.0

2003 2004 2005 2006 2007 2008

(B$M)

Banks' Local Expenditure

Salaries Govt Fees Capital Exp. Total Exp.

Adding bonuses, the average annual employee 
compensation advanced by 5.3% to $57,839 in 2008, with
a 6.2% increase in Bahamians’ pay, contrasting with a 
0.6% reduction for non-Bahamians.  Excluding bonuses, 
the average base salary improved by 4.6% to $50,488
per annum, extending the previous year’s 0.7% rise and 
an average annual 1.1% increase observed from 2003 to 
2007.  The average base salary for expatriate workers, 
mainly in selected top level management positions, rose
by 7.1% to $115,591; and the corresponding estimate for 
Bahamians, by 4.2% to $46,012.  Conversely, direct 
spending on staff training narrowed by 3.2% to $3.0 
million, vis-à-vis an upturn of 11.2% in 2007.
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After a 3.5% uptrend in 2007, direct fees paid to
Government rose further by 3.6% to $19.3 million, attri-
butable largely to increased outlays for customs duties, 
work permits and license fees.  Other administrative costs 
rose by 10.2% to $212.1 million, offsetting the 2.9% falloff 
in 2007.

Salaries
48.4%

Govt Fees
3.7%

Capital Exp.
6.2%

Admin.
41.1%

Staff 
Training

0.6%

Banks' Expenditure Components
(% of Total)

DOMESTIC VERSUS INTERNATIONAL BANKING

It is useful to separately analyse the expenditure 
trends and patterns of the domestic and the international 
banking and trust operations.  Domestic operations 
provide more staff intensive, retail services, which ac-
count for the bulk of the incurred expenses; albeit, in most 
cases alongside significant international business.  The
international licensees specialize in more skills-intensive 
wealth management operations, providing private banking 
services for high net worth clients––in many instances 
depending on operational resources based outside The 
Bahamas.

Employment growth in both domestic and interna-
tional operations slowed in 2008, a consequence of the 
softer business environment.  Among domestic licensees, 
employment rose by 0.7% (25 persons) to 3,791 vis-à-vis 
a 5.9% rise in 2007.  Similarly, jobs in the international 
sector grew by 0.5% (6 persons) to 1,163 at end-2008,
after a stronger gain of 4.7% in 2007.  As a result, domes-

tic banks’ share of total sector employment steadied at 
76.5%. 

As to nationalities, net employment opportunities for 
Bahamians in local banks were tempered during 2008, to 
29 positions (0.8%) compared to an annual average 
increase of 171 positions (4.9%) during the previous two 
years.  Moreover, the foreign workforce fell for the first 
time in six years, by 4 persons (6.7%) to 56.  Correspon-
dingly, the ratio of Bahamians to non-Bahamians em-
ployed within local banks firmed to 66:1 from 61:1 a year 
ago.  In the international sector, employment growth was 
registered for both Bahamians and expatriates, of 2 
(0.2%) and 4 (1.6%), respectively; albeit, tempered from 
the respective increases of 31 (3.6%) and 21 (9.0%) in 
2007.  However, the ratio of Bahamians to non-Bahamian 
in international operations remained at 3.5:1.

During 2008, total expenditures for domestic banks 
advanced by 11.3% to $342.7 million, led by gains in 
operating costs, of 10.2% to $319.2 million, and salary 
expenses, of 9.0% to $182.5 million.  Partly driven by 
utilities expenses, administrative costs also rose by 
13.3% to $125.6 million; however, both Government fee 
payments and staff training costs decreased slightly.  
Local banks also recorded a 28.3% increase in capital 
outlays to $23.5 million, extending last year’s growth of 
12.7% and the 11.5% average yearly increase over the 
five years through 2007.  Included in this were higher 
renovation expenses and outlays for new buildings.

In the international sector, total spending streng-
thened by 3.9% ($7.9 million) to $210.4 million, as opera-
tional and capital costs firmed by 3.8% and 6.2% to 
$201.9 million and $8.5 million, respectively.  At 51.5% of 
operational outlays, employee compensation grew by 
1.7% to $104.0 million; while Government fees moved 
higher by 7.4% ($0.8 million) to $10.2 million, inclusive of 
incrementally higher payments for licence and work 
permit fees.  Under investments, increased outlays were 
registered for new premises and office equipment and 
furniture, which outweighed a reduction in renovation 
expenditures.

In a continuation of the 14.3% average annual in-
crease of the preceding five years, capital outlays streng-
thened by 21.6% to $32.1 million, exceeding the 3.4% 
advance noted in 2007.  Of particular note were signifi-
cantly increased investments on new premises (at $9.1 
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million), led by expansion in domestic banks’ branch 
networks and marginally higher spending on office 
equipment and furniture, of 1.7% to $15.1 million.  To-
gether, these outweighed a reduction in renovation 
expenditures, by 1.1% to $6.8 million, and investments in 
land and other fixed assets, by a combined 11.6% to $6.1 
million.

Bah/Dom
75.4%

Non-
Bah/Dom

1.1%

Bah/Off
20.8%

Non-Bah/Off
5.3%

Employment: Domestic & Int'l Banks (2008)

Compensation differentials favour jobs in the interna-
tional sector, which require a greater concentration of 
specialized skills relative to the domestic banking opera-
tions. However, larger bonus increases in domestic 
operations narrowed the total average annual compensa-
tion relative to offshore banks, by an estimated $2,684. 
Notably, the 8.3% rise in domestic banks’ average pay to 
$48,140 outpaced the 1.3% advance in the average total 
pay within international banks to $89,424. Conversely, 
average base salaries, excluding bonuses, rose faster in 
the international sector, by 6.4% to $74,488 per annum, 
compared to an increase of 3.8% to $43,125 per annum
within domestic operations.

O T H E R  F I N A N C I A L  S E C T O R  AC T I V I T I E S

Indications are that the economic contribution from 
non-bank financial sector activities also registered gains 
during 2008, despite the deterioration in economic condi-
tions in the latter half of the year.

INSURANCE SECTOR

Based on data from the Office of the Registrar of In-
surance Companies, the number of licensed operations
rose by 5 to 168 in 2008, after a significant consolidation 
in 2007.  In particular, the number of domestic insurance 
companies remained at 54, while local brokers and 
agents increased by 3 to 83 and external insurers, by 1 to 
20.  Although comprehensive estimates were not availa-
ble, indications are that the domestic sector’s operational 
expenditures rose at a more tempered pace during 2008,
supporting total employment in excess of 1,500 persons.  
Bahamians continued to occupy the majority of positions 
(98.3%), with non-Bahamians assuming a small number 
of highly specialized, technical and managerial posts.  
The domestic sector also experienced some boost in 
capital spending, related to the expansion of premises 
and purchase of office equipment.  Meanwhile, average 
compensation for full-time employees in the insurance 
sector, at nearly $45,000 per annum, remained competi-
tive against those in domestic banks.

Data from the Government’s finance statistics re-
vealed that, although insurance companies and brokers 
directly paid total licence fees of under $1.0 million in 
2008, their underwriting activities generated an estimated 
$11.5 million in gross premium taxes, compared to $9.1 
million in 2007  The mortgage lending operations of 
domestic insurers also generate stamp revenues; howev-
er, the share in the total is not expected to differ signifi-
cantly from the sector’s overall participation in mortgage 
lending, estimated at 6.2% of the market in 2008.

CREDIT UNIONS

As credit unions continued to expand their customer 
base, estimated assets rose by 3.0% to $244.6 million in 
2008; albeit, slowed from an increase of 9.9% in 2007.  
Total expenditures for the year firmed by an estimated 
4.8% to $6.9 million, supported by a 16.0% hike in admin-
istrative outlays to $3.0 million.  Marginal increases were  
noted for staff training and utilities expenses, while em-
ployee compensation and Government fees were un-
changed at $2.8 million and $0.1 million, respectively.  
The estimated capital expenditures of credit unions were 
slightly reduced to $0.3 million in 2008.

Although the number of persons employed by credit 
unions declined by 2 to 108 in 2008, staffing has re-
mained relatively stable over the last five years.  Given 
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the part-time nature of some engagements, despite being 
competitive with jobs in the rest of the domestic financial 
sector, the average earned compensation stood at 
$26,880 in 2008, advancing by 1.2% since 2007.

INVESTMENT FUNDS INDUSTRY

Data from the Securities Commission indicated that 
the number of active investment funds registered in The 
Bahamas rose by 85 (10.9%) to 867 in 2008.  Data was 
not available on the net asset value of funds, which stood 
at $298 billion in 2007; albeit, the increase in the number 
of funds is expected to have countered some of the
valuation declines in the existing portfolios that were
impacted by the global financial crisis.  During 2008, the 
number of investment fund administrators, the direct 
sources of employment within the sector, increased by 1
to 66.  Administrators collectively managed the assets of 
800 registered funds, an increase of 42 since 2007.  
Given these trends, it is expected that employment 
conditions stabilized during 2008, with average salaries 
remaining competitive against those in the international 
banking sector.

INTERNATIONAL BUSINESS COMPANIES (IBCS)
The incorporation and management of IBCs gener-

ate revenue and support employment within the banking 
sector and among financial and corporate services pro-
viders (FCSPs)––mainly legal and accounting firms.  IBC 
activities increased for the second consecutive year, with 
the revenues collected by government firming by 40.1% 
to $21.3 million in 2008, following an increase of 12.1% in 
2007 and a downturn over both 2005 and 2006.  Trends 
included both registration of new companies and the 
resumption of fee payments by some previously inactive 
registrants.  Based on these trends, it is estimated that 
the number of active, fee paying IBCs rose further, to 
more than 50,000 in 2008. The projected private sector 
benefits from incorporation and company maintenance 
services surpassed $50.0 million, from an estimated 
$42.3 million in 2007.

CAPITAL MARKET DEVELOPMENTS

During the year, the deterioration in the economy 
and depressed investor confidence led to a sharp down-
turn in the domestic equity market, with contractions in 
both share valuations and trading volumes.  Develop-
ments were highlighted by a 17.2% depreciation in the 
Bahamas International Securities Exchange’s (BISX) All 

Share Price Index, compared to a 23.3% gain in 2007.
Similarly, the total market capitalization of the companies 
listed on the Exchange fell by 23.9% to $3.0 billion. The 
Fidelity Capital Market Limited’s Findex—which includes 
over the counter trading—declined by 11.0% to 834.8 
points, following a 26.4% advance in 2007. On an ad-
justed basis, net of a significant ownership shift, the value 
of the shares traded on BISX fell by 3.1% to 4.6 million; 
however, the total cost of the securities exchanged rose 
by 11.7% to $31.6 million. 

During the year four (4) new tranches of medium 
term debt and one (1) preference share issue were listed 
on the BISX, bringing the number of publicly traded 
securities to 24, including 19 companies.

C O N C L U S I O N  A N D  O U T L O O K

Results from the above analysis suggest that the 
Bahamian financial services sector remained resilient 
during 2008, in the face of the global economic downturn
and turbulent financial markets developments.  Nothwith-
standing, as the adjustments to these events set in, the 
pace at which business opportunities expand in the short-
to-medium term could slow.  Neither the domestic nor the 
international sectors experienced any destabilising effects 
from the 2008 upheaval.  However, the impact on the 
local economy continues to accumulate, owing to real 
sector adjustments in tourism and foreign investments, 
which have adversely affected balance sheet growth and 
led to escalated credit risks among economically affected 
households.  Greater attention to risk mitigation rather 
than business growth is therefore expected to weigh more 
heavily on domestic banks’ short-term strategies.  Me-
dium-term adjustments are also anticipated in the interna-
tional sector, as licensees adopt a more cautious ap-
proach to operational initiatives amid developing coun-
tries’ ongoing determination of regulatory responses to 
the global financial challenges.

The Bahamas’ policy response is expected to fea-
ture expanded international cooperation, through tax 
information exchange agreements (TIEAs) and other 
information sharing arrangements with countries other 
than the United States.  Enhanced supervisory and 
regulatory efforts will be maintained to preserve the 
ongoing stability of both the domestic and international 
sectors, inclusive of imminent enabling legislation that 
would strengthen the oversight of the insurance sector.
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