Quarterly Economic
and
Financial
Developments Report

June 2023

Research Department




Domestic Economic Developments

= Tourist arrivals expanded to 5.0 million visitors during January-June
2023, from 3.0 million in the comparative period of 2022.

* During the six months to June, Nassau airport departures rose by 31.0%
to 0.8 million.

= Varied-scale foreign investment projects efforts sustained construction
sector output.

= During the first six months, growth in bank liquidity strengthened, as the
increase in the deposit base outpaced the buildup in domestic credit.

= The half-year buildup in external reserves narrowed to $117.7 million from
$788.0 million in 2022, in the absence of net inflows from Government’s

external borrowing; and with reduced net private sector retention of foreign
exchange.







Visitor Arrivals

(January - June 2023)

According to Ministry of Tourism data, during
the first six months of 2023, total visitor arrivals
increased to 5.0 million, from 3.0 million visitor
in the same period of 2022.

= Air arrivals (indicative of stopovers) rose
to 1.0 million from 0.8 million in the prior

year.

= Sea arrivals advanced to 4.1 million from
2.3 million in 2022 period.

Source: Ministry of Tourism

Arrivals 2022 2023 2022 2023 | 2022 | 2023
Air 1371 26.6 122.9 60.2 48.8 27.0
Sea 12623.8 80.2 1089.0 | 101.6 |31412| 76.6

Total 490.1 59.3 661.1 96.2 | 8654 | 71.0




Nassau Airport Development (NAD) International
Departures

January - June 2023

Total international departures through Nassau airport rose
to 0.14 million in June from 0.12 million in 2022, on account
of the elimination of travel restrictions globally.

Total Departures
June 2022 vs June 2023

160,000
140,000
120,000
100,000
80,000
60,000
40,000
20,000
0

142,692
118,844

Jun-22 Jun-23

Source: Nassau Airport Development Company

In the first half of 2023, departures grew by 31.0% to
0.8 million passengers.
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*All figures are net of domestic departures. >



Airbnb: Snapshot of Vacation Rentals

(as at June 2023)

otal listings: 554 active

Occupancy rate: Entire place listings
(70.4%) and hotel comparable (62.8%)
Total listings: 521 active
Occupancy rate: Entire
place listings (47.7%) and
hotel comparable (43.2%)

Nassau/ » All Islands

Total listings: 1,895 active Paradise Island : o
Occupancy rate: Entire place 5,500* total active listings
listings (60.7%) and Occupancy rate: Entire

hotel comparable (58.7%) place listings (64.5%) and

Acklins/ | hotel comparable (57.9%)

@ooked Island

Total listings: 777 active
Occupancy rate: Entire

place listings (72.9%) and
hotel comparable (63.0%)

Source: AirDNA

* Figure includes listings from islands
whose data has not been provided.
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Vacation Rentals: Occupancy Rate Trends

(January - June 2023 vs 2022)

Vacation rental occupancy

levels trended upwards in the
first half of 2023.

Entire Place Listings
= The average occupancy rate
increased to 64.5%, from

58.7% in the comparative
2022 period.

Hotel Comparable Listings
= The average occupancy rate
firmed to 57.9% from 51.3%

in the prior year.
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Vacation Rental: Market Share by Island (June 2023)

Listings Available

Rest of Family (as at June 2023)
Islands

32%

New
Providence
34%

All Available Listings

Dec June Dec June
2021 2022 | 2022 2023

Abaco 297 471 515 554
Grand Bahama 396 463 482 521

New Providence | 1532 1672 1811 1895

14%

10%
Grand Bahama
10% 8

Source: AirDna
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New Foreign Investment Projects

Executive View International Group of MSC Cruises The Enclave at Tropic of Cancer Ltd.

Companies L td.

» Approved to develop a $141.0 million multi-
industry conglomerate, including luxury
condominiums, a broadcasting facility and a
Bahamian multi-island supermarket chain.

The Portsmouth Group Ltd.

» Acquired a lot in the Western District ($0.6
million) to develop a multi-story commercial
building featuring modern offices, workshops
and ancillary spaces for renting and leasing.

Source: Bahamas Investment Authority

Approved to expand and upgrade the Ocean
Cay MSC Marine Reserve cruise destination
to consist of new storm and drain
management systems, entertainment areas, 3
new buildings for staff accommodations,
along with a private yacht club, a solar farm
and other amenities. The project will cost
$100.0 million to complete Phase Il of the
development.

Approved-in-principle for resort community
development valued at $65.0 million. It will
cover 105 acres and feature 7 buildings,
comprising 28 bedrooms and guest amenities,
alongside ancillary cottages with 10
bedrooms, villas, an estate home, a restaurant
and bar and other amenities. The project will
employ 54 incremental employees as the
project advances.
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Labor Market Share
(May 2023)

Labour Market Shares as at May 2023
= A breakdown by island revealed that

approximately 75% of the surveyed labor force
was in New Providence.

= The island is home to the majority of the
population and commercial activities, accounting
for the bulk of the labour force.

= Grand Bahama and Abaco account for 20% of the

total Bahamas labor force, while the remainder is
held by the Family Islands.

® New Providence m Grand Bahama © Abaco ® Family Islands

Source: Bahamas National Statistical Institute & Central Bank of The Bahamas 12



Unemployment Rates

= The unemployment rate fell 70 basis points to Unemployment Rates May 2006 - May 2023
8.8% in May 2023, vis-a-vis 9.5% in May 2019. 18.0%
In the outcome, discouraged workers
increased by 2.3% to 2,035. 1e0%
14.0%
= The number of employed persons reached
200,175, compared to 214,890 in May 2019-- 12.0%
6.8% decrease. a
10.0% 4::
= The private sector engaged the largest share of o
employed persons at 61.0%, followed by the 8.0% >"‘
Government (16%).
(16%) 6.0% %
= The number of self-employed persons grew 0% dp)
by 5.0% to 34,095 relative to 32,485 in May 7
2019. 2.0% L]
0.0% S
2006 2007 2008 2019 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2023
Source: Bahamas National Statistical Institute & Central Bank of The 13

Bahamas
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Retail Price Index

Inflation
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Oil Price Trends

USS$ per barrel
$150 Oil Trends
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Fiscal Sector

Provisional First Nine Months, FY2022/2023

During the first nine months of FY2022/23,
the deficit narrowed to $216.2 million from
$336.2 million in the comparable
FY2021/22 period. Growth in total
revenue, outpaced the rise in aggregate
expenditure.

= Revenue expanded by $267.1 million (14.5%)
to $2,112.6 million.

= Specifically, VAT receipts grew by $112.4
million (13.5%), to $947.5 million.

= Expenditure rose by $147.1 million (6.7%) to
$2,328.7 million.

= Recurrent outlays increased by $113.2 million
(5.6%) to $2,134.8 million.

= Likewise, capital spending moved higher by
$33.9 million (21.1%) to $193.9 million.

B$Millions
Central Government’s Fiscal Deficit
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i Revenue  mmm Expenditure Surplus/Deficit =—=Budgeted
Source: Bahamas Ministry of Finance 18

*Data for first nine months of FY2022/23.



FY2022/23Budget

Projections vs. First Nine Months Actual Outturn

Revenue Expenditure For the first nine months of the fiscal year

2022/23, more than 50% of the original
. budget was utilized for the major categories.
o% | @h
Non Tax Revenue Tax Revenue Recurrent Expenditure Capital Expenditure

17
Percentages indicate what proportion of budget was used during the nine months of FY22/23



2023/2024 Budget: Key Expenditure Measures

$20.7 million for new health facilities in Grand Bahama & New
Providence & upkeep of community clinics

$7.1 million to expand the Urban Renewal Program

$7.0 million for food security initiatives

$0.9 million for BAMSI grants

$0.5 million for the construction of a women’s shelter

= $25.2 million for national security

= $43.9 million to improve roads, bridges and drain infrastructure
= $22.0 million to facilitate solar technology in the Southern Bahamas

= $19.1 million to improve airport infrastructure

= $10.6 million to upgrade Thomas A. Robinson Stadium

Source: Bahamas Government Budget Communication 20



2023/2024 Budget: Key Revenue Measures

Source: Bahamas Government Budget Communication

= Revenue intake is forecasted to reach $3.3 billion in FY2023/24, compared
to $2.8 billion in FY2022/23. Notably, new measures include:

= Creation of a Large Taxpayer Unity to strengthen tax
compliance

= Collection of dividends from state owned enterprises (SOEs)

Investments in a rent-to-own program to boost Bahamian
homeownership

Reduction of customs duties on select building materials

First time home exemption benefits for owner occupied residents up
to triplexes

Concessions for housing projects for non-government entities
expanded for projects with a $300,000 maximum in
construction cost per unit.

21
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Money and Banking: Liquidity Conditions

January-June 2023 vs. 2022

During the first half of 2023,
growth in  liquidity @ was
attributed to lessened proceeds
from Government’s external
borrowings and narrowed net
foreign currency inflows from
real sector activities.

* Excess liquid assets grew by
$131.6 million, a slowdown

from the $237.6 million
expansion in the prior year.

* Excess reserves increased by
$72.3 million, lower than the
$500.2 million accumulation in
2022,

Cash & Other
Central Bank of The Bahamas

Total Liquidity

m Govt. Securities
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Lending Conditions

January-June 2023 vs. 2022

During the review period, total Bahamian dollar
credit grew by $98.1 million, a switch from a
$286.9 million contraction in the preceding year.

* Net claims on the Government rose by $78.0
million, vis-a-vis a $227.3 million decline in
2022.

* Credit to public corporations fell by $6.0
million, a turnaround from the $37.0 million
growth last year.

= Private sector credit recovered by $26.1
million from a $96.6 million reduction

in 2022,

Residential mortgages down
by $25.2 million

Consumer credit reduced by

$2.2 million

Commercial credit moved
higher by $53.5 million




B$ Credit Quality Indicators

January-June 2023 vs. 2022

= During the second quarter of 2023, the Credit Quality Indicators
average arrears rate for private sector B$Millions %
credit narrowed to 10.7% from 12.7% in o
2022. 1800
> The short-term arrears rate was 3.3% 1600 N - 20%
(3.7% in June 2022). 1400 RER
1200 B L - 15%
» The NPL rate was 7.4% (9.0% in June 1000
2022). 800 pus - 10%
600 |
400 - 5%
= Arrears rate by loan type: 200
0 0%
» Mortgages : 14.3% vs 16.0% in 2022. SRS SS SRR NI TRARFEIFHEHHHE LY
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» Consumer: 8.3% vs 11.0% in 2022.
. . NPLs (left axis) mm Total Arrears (left axis)
o (0) o
» Commercial: 6.4% vs 7.5% in 2022. — Arrears/Total Loans (right axis) ——NPL/Total Loans (right axis)

Source: Central Bank of The Bahamas
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External Reserves

January-June 2023 vs. 2022

Import Cover Ratio
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Real Sector

The Bahamian economy is expected to maintain its growth trajectory in 2023, albeit at a
moderated pace, as output surpasses pre-COVID-19 pandemic levels, and tourism benefits
from the release of pent-up demand for travel.

Downside risks to tourism persist, related largely to exogenous factors, such as higher global
prices, which could disrupt future travel. Moreover, major central banks’ counter-inflation
policies could curtail the spending capacity of travelers from key source markets.

The employment rate should continue to improve, with gains concentrated mainly in the
construction and tourism sectors. A lag remains however, in total employment recovery,
expected to be extinguished as the economy expands further beyond pre-pandemic levels.

Inflationary pressures should subside at lag to moderating conditions in the major trading
partners, partly as energy cost pass-through for The Bahamas were delayed. However, upside
risks to prices continue from oil cost uncertainties and supply chain shortages, related to
geopolitical tensions in Eastern Europe.
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Fiscal Sector

= The fiscal deficit is expected to maintain its downward trend, as conditions
become favorable for more consolidation.

= Recovery in revenue is anticipated to be significantly correlated with
tourism-led improvements in taxable economic activity.

= Budgetary financing is projected to rely on the important use of both
domestic and external credit, with a higher proportion of funding from
domestic sources.

Source: Ministry of Finance 29



Monetary Sector and External Reserves




Risks to The Outlook

TOURISM
New strains of COVID-19 could
potentially derail the progress made
on the international health front and
disrupt travel sector activity.

EXTERNAL RESERVES

Increased foreign currency demand
for rebuilding works and
constrained tourism output could
accelerate the drawdown in
reserves.

GLOBAL
Ongoing geopolitical tensions could
slow the global outlook.

INFLATION

Geopolitical tensions,
reduction in oil production
and food supply disruptions
could result in elevated prices.

FISCAL

Diminished access to credit
markets could constrain the fiscal
capacity to stimulate the
economy.
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