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ha;n Issues and Trends in the Bahamlan
Economy, 1981 - 1983

bDevelooprent pelicies and issues

prov;Slon of Lnfrastructure and the ma;ntenance of a cllmate favour-
able to private investment and to the operaticn of cffshore compzanie
and the promotion of agriculture and fisheries. E

Efforts continue towards encouraging industrial activié@es thz
would be relatively more dependent on availzble domestic resoures.
The Government has also announced the establishment of a free trade
zoneg in 1983 which will be gezred towards providing a framewark Sor
new export-oriented, labour intensive operations. -

The éims of the agriculture developmenit policy are to achieve
diversification of the'economy and to increzse local supplies for t:

domestic and tourist market. Additionally, it is hopad that the
achievement of these objectives will -alleviate unemployment and helr:
to ease overcrowding in New Providence where some 60% of the popula-

tion resides,

Meonetary Developments & Peolicies

Tram 1980 to mid-1982, the banking system was influenced by a
large differential between U.S. and Bahamian dollar interest rates

which caused a shift between Bahamian and foreigm assets and liabi-
lities thch resulted in a tightening of commercizl bank iiguidity.

Consaguently, banks were forced to borrow heavily from the Central

Bank to supplement their resources. .
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On the issue of the impact of the Internationa) Banking

in ¥ew York on offshore banking in the Bahamas, while there .

scre decline in the Eurodollar Cperations of sope banks, +he

effect on the economy has been Tairly marecinal as most of th:

benefits derived frem offshore banking sre directly ocerrelate
nurb2r of banks and npot the size of their operztions. s§p fa-
fall-off has not affected feess paid to Governrment By such ine
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been affected.

kecent Fcononmic Develcpments

fellowing a modess decline in 1384 of sore 1%,

indicators pointed to a8 noderate econcomic Tecovery in 1982, =~

the mejor

Showed =ome increase, rellecting in large measure a sutcessfpl
marketing thrust by the Eahepmas. FTor the first gix monLihs of
tourist errivals (8ir) increased by 10.3%,'compared to a2 decli
4.3% for the Corresponding ‘year ip 18B2. New Frovidence showe:

sharp rise of 29,84 alter a year earljer érop of 4.8%.
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The pace of‘canst:ucticnslowed somewhat from the very hig:
recorded in 1579 -~ 80, but commercial activity was sSustainegd ir

82 with continvation of work in the publie sector.
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The rate of inflation has eased significantly since 198} i

¥ith developments in the U.S. The 12-month rate of increase in

Prices €ropped from Fmore than 13t ip May 1981 tgo 4%_ in Decemhe:



The current rate of inflation is 4.8%, There has also been a decclera-
tion in wage settlements, although the rate of increase in wages in som
sectors is well above the current rate of inflation.

Concerning the balance of payments, the current account showed
great improvement in 1382 from a 573 million deficit in 1981 to a much
reduced deficit of $1% million. However, long-term private capital
inflows feli sharply with the completion of seme major projacts. Oflic
resarves posted a gain of §11.2 millicon for the yaar., Exterpal reserve
have been growing steadily during the first half of 1983 and ;;aod at
BS151l.7 at end~June,

Goverament foreign currency obligatisks have incrzased substan-
tially in the last two vears by §5107.7 million to 3 lavel of 3§250.3
million, by !ie and of 1982, A=z at end-June, the amount was B$3%3.q
million, larcely reflacting the rotal érawdcwn by Governhent on ths

$150 million Eurodollar Cable Reach Hotel loan facility.
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