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INTRODUCTION
Mr. Speaker,

The Coronavirus (COVID-19) has now been declared a
pandemic, and concerns continue to intensify as countries
around the world take strict and drastic measures to contain its
spread. As you know, The Bahamas has now recorded its first
domestic case of the coronavirus, and it is likely that numbers

will increase.

In response to the developing situation, the Government has
implemented border control measures and travel restrictions
from South Korea, China, Iran, Europe, the United Kingdom
and Ireland. We have placed a ban on public gatherings and
closed schools until April 14 to help limit the spread as much as
possible and to prevent our public health system from becoming
overwhelmed. The Government continues to emphasize the
grave importance of heightened personal hygiene, and the need
for social distancing, which simply means avoiding crowds,

unnecessary social gatherings and close contact with others.
Mr. Speaker,

In the best of times, the Bahamian economy would not escape
the effects of a global health crisis like this. However, we are
still on the heels of Hurricane Dorian’s crushing impact, which
not only increases our vulnerability, but heightens the anxiety
felt by the Bahamian people. Economic growth in the short term

will be negatively affected by global and domestic



developments, and an overall contraction in domestic short-term
economic growth is inevitable. Many people are understandably
afraid, but I want to reassure Bahamian families that we will get

through this challenge together, healthy, stable and strong.

When faced with crisis situations, such as the Coronavirus, good
and open communication and collaboration with stakeholders
are important building blocks to preparing an effective and well-
considered response that delivers the best results for the public
at large. I am indebted to industry representatives from the
banking community — the Bahamas Chamber of Commerce, the
Bahamas Institute of Chartered Accountants, and other respected
Bahamian economists from the University of The Bahamas and
elsewhere — who responded to my invitation to provide feedback
on the Ministry’s initial economic modelling. They provided
insightful recommendations on the ways the Government could

alleviate the concerns of Bahamians impacted by the virus.

I am also grateful to the Shadow Minister of Finance, Mr.
Chester Cooper, for graciously taking the time to meet with the
Ministry of Finance and for the input he provided to our toolkit
of possible actions. Several of his recommendations have been

incorporated.
PRIORITIES FOR GOVERNMENT RESPONSE

Mr. Speaker,

These are uncertain and unprecedented times for sure.

Nonetheless I encourage Bahamians not to panic or despair. This



is a challenge that we can and will overcome together by being
disciplined in our individual actions and decisive with our
national response. I say this not as a wishful thought. The
Government 1s acting decisively to contain the spread and the
fallout effects. Most importantly, we are providing a safety net
for people who are directly and indirectly impacted, and for the

economy overall.

I will provide the specific details later in this statement;
however, let me say up front that securing public health remains
our paramount priority, so we are directing additional resources
to bolster the public health care system. Lessening the economic
burden imposed on individuals, families and businesses is also a
top priority, so we are channeling additional allocations for
social assistance support, and for temporary unemployment
benefits for groups not typically eligible. Minimizing the need
for layoffs and shoring up employment retention is a top priority,
so we are also directing substantial financial assistance towards
small businesses to support them in maintaining their operations.
Whatever is takes, we will protect public safety, support the

community and secure the welfare of our people.

EXTERNAL ENVIRONMENT & TRAVEL TRADE
TRENDS

Mr. Speaker,

These measures are not only necessary from a pure public health
perspective, but because the fiscal and economic fallout is real

and tangible. No sector is more at risk than travel, and that
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industry has already taken a major hit. The travel industry is
being hardest hit as companies restrict employee trips, airlines
reduce flights, major events are postponed/cancelled and would-
be vacationers choose to avoid foreign and domestic travel.
Because of the issues with cruises, major cruise lines announced
on March 13, 2020, a suspension in operations to and from US
ports for 30 days. Workers are already facing reduced work
weeks and unpaid leave, and businesses across the sectoral
spectrum are facing the possibility of reductions 1n sales, which
will impact their ability to maintain employment levels. This
sets off a vicious set of consequential prospective impacts, with
individuals not being able to afford basic necessities and meet

their financial obligations.

All of these developments signal to us the huge exposure our
economy faces from the spread of the virus. We earn the bulk of
our foreign exchange from tourism, which accounts for an
estimated 40% of our gross domestic product and just under
50% of direct employment. According to the Ministry of
Tourism, preliminary data show a decline in stopovers of 12.5%
for January and 26.5% for February, 2020 as capacity in Abaco
and Grand Bahama remains largely constrained.  Although
cruise visitors increased by 11.3% in January, this was largely on
account of a 77.9% gain in arrivals to the cruise lines’ private
islands as such arrivals to Nassau/Paradise Island contracted by

20.4%.



ECONOMIC MODELLING TO ASSESS THE IMPACT
Mr. Speaker,

In keeping with our responsibility for sound governance, the
Ministry of Finance undertook to model assumptions on the
likely impact of the Coronavirus over the next four-month
period to mid-July 2020. We ran three scenarios — low, medium
and high impact — based on assumptions of varying degrees of
losses for tourist arrivals over a four-month period. The
projections produced by these scenarios are by no means precise
and all-encompassing, as the fallout in tourism will have a
cascading impact on a number of other sectors within the
domestic economy. However, the outcomes for each scenario
within this preliminary assessment will help us to adopt a

reasonable and responsible approach to contingency planning.

While the total economic impact could be as low as $258
million over the next four months to June 2020, we are inclined
to focus on the high impact scenario, which assumes 100% loss
of cruise visitors and 80% of stopover visitors. In fact, recent
developments in the industry would suggest a titling of the
possible actual outcome to this extreme scenario, which could
result in a total economic loss, including additional public sector
spending requirements, of as much as $1 billion. Of this total, a
dominant $832 million decline is projected for lost tourism

related expenditure as a result of the reduced visitor count.

The direct hit on Government revenue is placed at an aggregated

$108 million—$48 million for direct border taxes paid by
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visitors, and a total of $60 million for potential VAT and imports
duty losses. The expenditure requirements could reach $49
million, of which we are funding $10 million from dormant
account fund. These resources would be used to address the
health and social requirements arising from potential cases of
the virus and dislocations associated with job losses and the

need to support small businesses.
Mr. Speaker,

To provide more context regarding our assessment, the
economic impact of the coronavirus is rippling through the
United States, our main trading partner, and across the world.
Financial markets are adversely impacted as investor confidence
is shaken and heightened concerns about disruptions in supply
chains and interruptions in the conduct of business all suggest
the possibility of a global recession, which will certainly have

implications well into the upcoming fiscal year beginning in

July 2020.
Mr. Speaker,

Persons are reasonably concerned about the impact of
COVID-19 on the supply of goods coming into the country:
Food, in particular. We recognize the risks posed by major
disruptions in the supply chain as they can lead to critical
shortages at a time when persons are already stressed. However,
we must be mindful, because these risks can be exacerbated by
panic buying and hoarding, which can fuel a perception that

shortages exist.



I would like to be very clear: as the Prime Minister advised the
country yesterday, the Government has been in touch with the
major domestic importers and distributors of goods We get
relevant updates on their supply operations through the National
Coordinating Committee for COVID-19 that reports to the office
of the Prime Minister. As of now, food importers and distributors
advised that they have seen no major disruption in their supply
chains and goods continue to come into the country
uninterrupted. While new protocols have led to some delay in

the shipment of goods, supply chains remain in good standing.

I wish to assure the public that we will continue to monitor this
carefully, but there is no need to hoard large quantities of goods
or be concerned about the prospect of shortages of necessary

1tems.

The Government has strongly cautioned businesses against
inflating prices. We are closing monitoring the retail sector to
mitigate the practice of price gouging. We are also encouraging
wholesalers and retailers to consider limits on the amount of
essential supplies that one customer can buy to help guard
against the hoarding of goods, and to ensure there is a stockpile

of at least three months of essential items.
Mr. Speaker,

The projected contraction in tourism activity will inevitably
have an adverse impact on The Bahamas’ foreign exchange
reserves position, which stood at a healthy $2,030 million at

mid-March 2020. Based on preliminary projections, external
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reserves could decline by some $900.0 million by end-2020.
Under this scenario, the country would still have a manageable
level of foreign reserves. However, the Central Bank will
continue to monitor and judiciously manage the reserve
holdings. The Ministry of Finance will support the measures
that the Central Bank adopts to ensure that our foreign reserve
holdings remain adequate for our ongoing financial and

commercial needs.
POLICY MEASURES TO RESPOND TO COVID-19
Mr. Speaker,

The Government has adopted a package of policy measures to
deal with the tremendous economic impact of COVID-19 that is
already starting to be felt as hotel occupancies have fallen, as
cruise ship arrivals are on a 30-day hiatus, and as hotel workers
are being asked to take unpaid or vacation leave. These
provisions have been put in place first and foremost to protect
public health. They will also provide a safety net for individuals

as we ride out this turmoil together.

1. The Minister of Health will expound on the health-
related efforts to detect, contain and prevent the spread
of COVID-19. However, in addition to the nearly $5
million we have already earmarked for healthcare
response, we are allocating up to an additional $11
million to cover detection, isolation, treatment and other

COVID-19 mitigation activities.



We are setting aside $4 million to provide food
assistance and social support for displaced workers
directly impacted by the virus, through the Ministry of
Social Services. These food assistance vouchers, of $100
every second week will be targeted primarily to persons
within the hospitality industry who are facing reduced
work weeks. This allocation will allow for up to eight
weeks of benefit payments but may be adjusted

according to need

The Government is allocating $10 million to provide for
a temporary unemployment benefit, administered
through the National Insurance Board, for self-employed
persons working in the tourism industry. Self-employed
persons, such as straw vendors, tour operators, Jet Ski
operators, do not ordinarily qualify for the National
Insurance unemployment benefit as part of their benefits
package. However, the Government 1s making a special
accommodation for those self-employed individuals in
the tourism industry, given the unprecedented

COVID-19 impact.

For persons in this category, the Government will offer a
sponsored unemployment assistance of $200 per week,
for up to eight weeks. To qualify, these self-employed
persons must be currently registered with NIB or they
must register at the time of application for this benefit.
The time frame for this benefit may be adjusted
according to need.
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Under the normal provisions of the NIB insurance
scheme, individuals who contract COVID-19 or are
quarantined because of exposure or suspected exposure
will be eligible for sickness benefits. And, individuals
who are temporarily laid off because of the economic
impacts of COVID-19 will be eligible for unemployment
benefits, up to the regular thirteen-week period, if
necessary. NIB published information on this yesterday
to remind persons of these benefits already available to
them under the NIB programme. The government

encourages all persons who are eligible to contact NIB.

The Government has requested that Water and Sewerage
reconnect all recently disconnected services for
residential customers to ensure that personal hygiene is
not compromised. Further, the government 1s also
directing both Water & Sewerage and BPL to defer
payment of bills - for an initial period of three months
for residential customers who are diagnosed with the
virus, who are in quarantine, or have been laid off. I
must stress that this allowance 1s for this specific group
of persons and that it 1s important that these impacted
persons contact BPL and Water & Sewerage to register

for this benefit and verify their situation as necessary.

The Ministry has included the Clearing Banks
Association in our consultation on the proposed
mitigating measures to address the current situation. The
banks have reiterated to me their commitment to helping
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their clients through challenging times. They have
advised that if persons are experiencing financial
difficulties during this period, that they should contact
their banks to understand the options that are available to
them, such as payment deferrals, credit limit increases,
or other measures to offer temporary relief. As this issue
progresses, the banks have stated their intent to offer
more tailored products and services to persons who
financially are negatively impacted by the economic
effects of COVID-19. The banks have however stressed
that for now, it is important that clients who - because of
their changing circumstances - find themselves in
financial duress, that these customers should go in before
they fall into arrears so that their specific situation can be
assessed and addressed within the range of the banks'

available tools.

Further, the government is committing $20 million in
short term loan support to Bahamian small businesses
impacted by the current COVID-19 situation. This
allocation 1s to be funded in part by utilization of an
additional $10 million of the extinguished dormant
accounts fund held by the Central Bank. Eligibility
would include confirming that the business has been in
existence for over 1 year, a commitment to retain most of
the existing staff complement, and a plan to utilize the

proceeds of the loan to ensure business continuity.
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8. Under the Accelerate the Youth Apprenticeship
Programme, we will expand and accelerate training
opportunities in the construction trade to support

rebuilding efforts nationally.

9. The Ministry of Works will reprioritize capital projects
to increase the number of quickly deployable small-scale

capital works to boost small business activity.

10. The Government will accelerate the approvals process
for all domestic and foreign capital investments projects

currently in the pipeline.

11. We will restrict all non-essential expenses including but
not limited to travel, and the scale down or postponement

of planned events.

FINANCING THE COVID-19 RESPONSE

Mr. Speaker,

We clearly recognize and accept that these measures are merely
the phase one response to this situation. The Ministry is
continuing to monitor the situation closely and is preparing for
the medium- and longer-term plans that will need to accompany
a future economic landscape — one that now looks vastly
different than it did just four months ago. The Ministry will
continue to adjust as circumstances change and will over time
speak to the medium- and longer-term plans within the budget

exercise and beyond.
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As all Bahamians would be aware, the Government is up against
substantial fiscal limitations, given its ongoing fiscal
consolidation and the additional appropriations that were
required for the equally pressing and urgent restoration activities
in Grand Bahama and Abaco after Hurricane Dorian. Over the
next four months, we expect the new fiscal demands associated
with the COVID-19 to exert additional pressure on our
anticipated deficit numbers, and we expect the impact will linger

into the new fiscal year.

While the extent of the impact of the COVID-19 on the
Bahamian economy is still unfolding, the plan is to first utilize
our existing contingency reserves and to reprioritize expenditure
to remain within the limits of the recently revised borrowing
envelope for the current fiscal year. Should it become necessary,
the Government could consider among its funding support
options, accessing the International Monetary Fund’s non-
conditional Rapid Credit Facility—with current eligibility
placed at a maximum of $200 million. Simply put, we have no
plans to request additional borrowings at this time, as we are
diligently managing the country’s debt levels. We will update
these projections based on our ongoing monitoring and

reassessment of needs.

It 1s important, however, Mr. Speaker, that Members appreciate
that even if the threat subsides over the next three to four months
and tourism sector begins to rebound, it 1s likely that such a

rebound will be slow and measured. Thus, it 1s important to
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highlight that our upcoming budget must be informed by a
reality that the Government will likely need to continue to use
fiscal measures to boost investment and consumption and

mitigate against a contracting economy.

Accordingly, while we remained tethered to our commitment to
fiscal and budgetary responsibility, we will revisit our fiscal
targets within the context of the fiscal responsibility legislation,
to determine the need for ongoing flexibility, so that the
Government can adequately and responsibly respond to the
emerging social, investment and other private support needs to
minimize the negative impact on Bahamians and the broader

economy.
CONCLUSION
Mr. Speaker,

Together, these measures represent our immediate and short-
term push to ensure public safety and to support Bahamians as
we navigate this global health crisis together. The Government is
taking this situation very seriously and Bahamians should as
well. That does not mean panicking or hording supplies. It
means being disciplined and following public safety advice
relating to personal hygiene and social distancing. It means
taking advantage of the assistance programmes made available
through employers and the Government, practicing personal

budgeting and curtailing discretionary spending, where possible.
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Ultimately, the pace of the eventual economic recovery will
largely depend on global factors, including how quickly the
United States, Europe and China are able to reverse the spread
of COVID-19. However, the Government i1s confident that we
have the wherewithal and access to the resources needed to get

through this together.

As the situation remains fluid, we are continuing to assess the
need for further fiscal and budgetary adjustments to refocus
resources on the COVID-19 mitigation initiatives. As [ would
have mentioned earlier, we have had several consultations with
private sector stakeholders to ensure that our national response
evolves in an efficient and effective manner. We will also remain
committed to ensuring the Bahamian public at large is aware of
our response strategy and the measures that are available to them

for economic relief.
Mr. Speaker,

As I conclude, I want to reflect on the fact that the COVID-19
pandemic is another sobering reminder of how interconnected
we are as a global village. No country can wall itself off from
the challenges we face in the 21st century. Whether it is the
global climate crisis, global inequality or a pandemic, we have
more than enough reminders to know that what others do affects
us on our little islands, and what we do, similarly has an impact
on the rest of the world. At home and across the world, this is a

time for solidarity and unity. The demands of the 21st century
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require that we harness our collective imaginations and talents to

support each other and to solve our common challenges.

There will be many lessons to learn form this episode, but I have
no doubt that like Hurricane Dorian, it will serve to demonstrate
our strength and resolve as Bahamian people to weather any
storm. One of our enduring values will always to be our
brother’s keepers, and as Bahamians face the hardships that may
come from sickness, dislocations or loss of income, let them be
comforted in knowing that they are not alone. Throughout the
long history of the history of The Bahamas we have had trying
times and hard times. We have endured the scarcities of global
wars and the ravages of an untold number of hurricanes. Yet, our
faith in our God and our commitment to each other has seen us
through.  And this remains the source of our resolve and our

peace even in the midst of this emerging crisis.

The COVID-19 pandemic and its social and economic effects
are a setback for sure; but we know that this too shall pass.
Unlike with a hurricane or other natural disaster, our physical
economic assets will not be compromised or destroyed. As the
pandemic subsides, our beaches, our resorts, our home vacation
rentals and the unique warmth and hospitality of the Bahamian
people will be here, and they will be intact. They will welcome
back thousands of tourists eager once again for sun, sand and
sea. These visitors will in the coming months and years have a

substantial number of new properties and new features across
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the country that will generate scores of jobs and entrepreneurial

opportunities for Bahamians throughout the archipelago.

So, Mr. Speaker, Bahamians can rest assure that the government
1s doing and will continue to do what 1s necessary to weather
this particular social and economic storm. And as we emerge as
a country on the other side of this pandemic, we remain ever

confident of a brighter and more prosperous tomorrow.

Thank you, Mr. Speaker.
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