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Executive Summary 

 

Against the backdrop of external and/or internal factors that could cripple any economy, it was 

probable that the British Virgin Islands would be heavily indebted and stagnated economically with 

a significant proportion of its population plunged below the poverty line.  However, to the surprise 

of many across the Caribbean and beyond, the Territory has weathered its many storms very well. 

A key factor in the resiliency of the economy, is the unique composition of the country’s population 

which has been dominated since 1991 by ‘mass migration’. 

The global 2008 recession, the local 2017 flood and hurricanes, the 2020-2021 global Covid-19 

pandemic, now an endemic, and indirectly, the ongoing Ukraine-Russia War, are major adversities 

that the Virgin Islands economy has experienced within the last fifteen years.  These challenges, in 

one way or another, were responsible for economic growth slump, employment drop, inflation rise 

and tourism activity decline. While the tourism sector suffered under all of the mentioned 

adversities (except the War), the other pillar, the financial services industry, was most affected by 

the recession and thereafter, indirect impacts emerging from the other adversities. 

After the 2008 recession, nominal Gross Domestic Product (GDP) was estimated to have contracted 

by 11.7% in 2009, then rebounded in 2010 to 2.1%.  In 2017, after the hurricanes and flood nominal 

GDP contracted by an estimated 6.9%, followed by positive growth of about 5.8% in 2018. With the 

onset of the pandemic in 2020, nominal GDP once again contracted by a projected 9.3%, but was 

then followed by positive growth projections of 2.2% in 2021, 3.5% in 2022, and 2.9% in 2023.  This 

is yet, another demonstration of the resilience of our economy during and after adversities. 

The natural increase in the demand for goods and services leads to rises in both GDP and 

employment.  After the 2008 recession and the usual lag effect, the Virgin Islands experienced a 

2.8% drop in employment in 2009.  Then came the massive and unprecedented destruction from the 

flood and hurricanes in 2017 which prompted many persons to leave the Territory.  This resulted in 

a 23.3% decline in employment.  However, after a quick rebound, within two years there was a 

37.3% increase in the numbers employed as more workers, mostly males, were imported to assist in 

the large scale repair, restoration and recovery works required throughout the Territory.  The 

highest level of employment was recorded in 2019 (21,254), but it was short-lived as the pandemic 

reached our shores in 2020 and resulted in another reduction in employment of 1.3%, due to 

permanent closure of some businesses.  In 2021, there was a further reduction of 1.1% in 

employment due to the lingering effects of this pandemic.  However, it is expected that employment 

would record a small increase in 2022. 
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Tourism, one of the two pillars of the economy, is the industry that is widely spread across almost 

all the sectors of the economy, and as such, has a greater impact on the overall GDP.  After the 2008 

recession, a 8.3% decline in total visitors to the Territory in 2009 was recorded when compared with 

visitors in 2008 (934,268).  After the 2017 events, there was a 33.6% decline in visitors to the 

Territory when compared to visitors in 2016.  Due to a rapid rebound in this industry, there was a 

118.8% increase in 2019 over 2018.  This upward trajectory in tourist arrivals was abruptly 

interrupted with the onset of the pandemic in 2020, but, it is projected that visitors would grow by 

305.3% in 2022 over 2021, and 29.7% in 2023 over 2022. 

The financial services industry, the other pillar of our economy, constitutes about 60% of 

Government’s revenue, and as such, any shocks to this industry immediately affects it’s intake. 

When the 2008 recession occurred, there was a 19.9% decline in new incorporations when 

comparing 2008 and 2007.  This was followed by a 23.1% drop in 2009 when compared to 2008.  

However, by 2010, there was an about turn as new incorporations had risen by 25.6% over 2009.  

Next, the industry was affected by the 2020 pandemic, resulting in a 14.5% decline in new 

incorporations from the level in 2019.  Then, the resilience of the Virgin Islands was once again on 

display in 2021 with a 61.8% increase in new incorporations over 2020. 

The Territory has weathered many storms over the years, and is prepared to weather those ahead 

with caution and the promise of continued strong leadership at the helm.  Looking ahead towards 

2023, based on planned policy actions and reforms, a modest level of positive economic growth is 

expected, along with growth in employment, increased tourism activity, financial services revenue 

growth, enhanced construction activity, and a return to a normal sustainable level of inflation.  

Although, the use of accumulated savings over the years has allowed the Territory to maintain low 

debt levels, there are mounting infrastructural restoration and developmental needs throughout the 

Territory. These needs would necessitate a comprehensive borrowing plan supported by a well-

planned and costed development and recovery strategy.  Work on this plan has commenced. 

Through resilience, mitigation measures for these adversities are implemented or adapted, even in 

the current climate of massive reform of our systems, laws, structures, procedures, and way of life.  

These necessary reform measures, through the improvement of efficiencies in our systems and 

enhanced collections, will enable the increase of our revenue base.  Resilience will continue to be 

demonstrated during some of the difficult changes that are necessary for reform, but this same 

resilience will be showcased as work continues to complete our lingering recovery from the 2017 

catastrophic events.  
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1. Introduction 

 

As many uncertainties continue to threaten economic performances locally, regionally, and globally, 

it is important that countries carefully examine, assess, and evaluate their economic positions.  

Globally, countries would be left with no other course of action as recessions loom and inflationary 

pressures continue to rise. Monetary policies do not seem to provide immediate relief, projections 

seem to be falling further away from realities, and output performances are being squeezed into 

challenging paths. In trying to save their economies, countries are using fiscal buffers which are 

becoming more and more inadequate to cushion the impacts of rising economic shocks. The “icing 

on the cake” is the misdiagnosis of the causes of the deteriorating economic conditions of countries. 

At the same time, the fundamental understanding of market conditions and their links to the 

responses from governments, households, businesses, and investors are being further pressed in the 

wake of countries’ economic recovery. 

The Virgin Islands is not immune to these external shocks which have been layered on top of our 

internal shocks to the economy.  Over the past five years, economic conditions within the Virgin 

Islands has seen its share of adversities from the flood and hurricanes of 2017, to the onset of the 

Covid-19 pandemic since the first quarter of 2020.  While still in a state of recovery and restoration 

from 2017, no economic sector was prepared for the impact of the pandemic and what would 

eventually turn out as huge shocks to the operations and the engines of our economy, resulting in 

job losses1 and added pressures on our financial systems. The quick actions of the Government tested 

the Territory’s ability to deliver well on plans to keep citizens safe. The stimulation of the economy 

through various measures which commenced from 2020 into 2021 assisted in reducing some of the 

financial burden on systems, while boosting economic activity by creating opportunities for new 

and innovative business ideas.  Despite another set-back in the first half of 2022 in the political arena 

of the Territory, the economy was still able to navigate its adversities and by the beginning of the 

third quarter, began its slow and steady return to normal levels of growth and prosperity.  This 

report, through the data presented, will highlight the impact of these adversities, the 

commencement of the return journey to prosperity, and the anticipated continued upward trajectory 

of economic growth across various sectors.  

                                                

 
1 60% of respondents indicated that their income was not affected according to the report prepared by the Central Statistics Office with 

the results of a COVID-19 Individual Impact and Public Perception Survey conducted in September 2021, in which 348 persons 
responded. 
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This report is the first issue, of its kind to be published by the Macro-Fiscal Unit.  Its contents 

normally appear in the first section of the annual issue of the Medium-Term Fiscal Plan (MTFP).  

However, based on feedback over the years on the structure of the MTFP, the recommendation to 

create a second and separate document to highlight the macro-economic review and outlook was 

adapted. 

The purpose of the document is to provide an understanding of our demography, our employment 

dynamics, the performance of our Gross Domestic Product including selected sectors (financial 

services, tourism, construction and real estate), and a discussion on inflation.  The performance of 

the economy during 2021 compared with 2020 will be analysed, and the performance for 2022 based 

on actuals up to a period (August or September) in the year will be presented, along with highlights 

of the expected performance for 2023 using the projections of key economic indicators.   
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2. Population 

 

The understanding of our demographic background sets the framework for connecting people with 

progress. It also helps to understand the profile of the population, and assists with the planning 

process for an economy. 

In the Virgin Islands our demographic profile tells an interesting story in setting the context for 

understanding the composition of our population. From 1946, the population pyramid (see Figure 1) 

showed a very high level of emigration according to reporting from the Central Statistics Office 

(CSO), where people moved out of the Territory, mainly to US Virgin Islands and Dominican 

Republic, in search of gainful employment. It was further observed by the CSO that during this 

period, there were high fertility and mortality rates, mainly due to the unavailability of adequate 

resources in meeting certain needs. 

As our Territory progressed, around 1959, the Virgin Islands officially adopted the US currency as 

the trade and transaction currency. This adoption resulted in a shift in the population makeup and 

the commencement of the reversal of emigration, as the Territory began to grow and develop.  By 

1967, the Virgin Islands became autonomous, and by 1970, immigration began to take shape with 

the evidence of more young males entering the Territory (see Figure 1). Moving into the 1980s, both 

men and women migrated to the Virgin Islands due to employment opportunities. Economically, 

the quality of life became better with the passage of time, and economic activities continued to grow 

creating the need for more human resources.  

It was around 1991 when the Virgin Islands experienced “mass migration”, and with this 

phenomena, quality of life improved and life expectancy increased. New industries were formed and 

the road to economic prosperity seemed imminent. The increasing migration trend continued and 

by 2001, the Virgin Islands realised a dramatic increase in its population size, health services were 

improved, and economic activities were faring well. 

Fast forward a few years, the catastrophic damage from the 2017 flood and hurricanes required more 

human resources than was available in the Territory, and as a result, there was a significant influx 

of migrant workers.  As restoration works continued throughout the Territory, along with the 

commencement of development projects, the 2021 population pyramid shows the impact of the 

influx of especially male migrant workers needed to support recovery efforts (see Figure 1).  By 2021, 

mortality rates were dropping, fertility rates were also declining at a much higher rate, and males 

had surpassed females in the population. 



 

10 

 

2021-2023 MACRO-ECONOMIC REVIEW AND OUTLOOK 

 

Figure 1.  Population Pyramids of the Virgin Islands, 1946 – 2021 

Source: Central Statistics Office 

 

From all indications, the population of the Virgin Islands has grown largely by immigration. This 

growth can be attributed to the continuous economic development happening within the Territory. 

The spread between the male and female population was closely aligned up to 2017, but from 2018 

to 2021, the gap has been widening as more male workers are needed.  This is in direct response to 

the ongoing restoration and rebuilding of the country (See Figure 2). 

Emigration from 1946 reversed to immigration around 1959 with adoption of 

the US currency. 

Mass migration began in 1960.  With the 2017 events, came an influx of migrant 

workers, more male workers for recovery works. Therefore, the gap between 

males and females has been widening. 
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Figure 2.  Population of the Virgin Islands 

Source: Central Statistics Office 

With its small geographic size, the Virgin Islands population normally grows at a rate of 2.6%.  This 

trend continued annually until 2017 when there was a decline in the population of 9.1% as persons 

left the Territory due to the disasters from the flood and the two category 5 hurricanes.  However, 

in 2018 there was a 3.0% increase in population as persons returned to the Territory.  Since 2018, 

the growth of the population commenced its upward climb as the country began to rebuild and there 

was a need for a significant influx of migrant labour.  By 2024, the population is projected to reach 

about 40,000.  Significant economic development over the years has required a workforce that far 

surpasses the capacity of the available labour force of the Virgin Islands, and as a result has required 

the need to import a large amount of human resources. 

 

 

3. Employment 

 

The impetus behind a country’s growth is centred around the people who execute the work needed 

to support economic activities.  As a result of the rapid development of the Virgin Islands over the 

last five decades and the requirement to import labour to feed such development, the number of 

employees have steadily grown. Prior to the catastrophic events of 2017 and the pandemic of 2020, 

employment grew by at least 1% each year.  However, there was a sharp decline in employment, 
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after the hurricanes, with an exodus of persons from the Territory.  By 2018, employment levels 

rebounded to the tune of 24.8%.  To compound this rapid rebound, 2019 saw 21,254 employees 

which registered additional, substantial growth of 10.0% over 2018 (19,317).  Then, in 2020 with 

the onset of the pandemic, there was a 1.3% decline in employment to 20,985 from 21,254 in 2019.  

By the end of 2021, there were 20,747 persons employed throughout the Territory, a 1.1% decline 

when compared to 2020 (20,985 persons) (see Figure 3).  Driven by the planned development projects 

for the Territory, it is expected that employment, by the end of 2022, will grow by at least 1% to 

reach around 2020’s level. 

The country’s development goals have always and continue to require expatriate workers, and in the 

same vein these migrant workers have provided needed human resources which fuels the Territory’s 

development. From 2016 – 2021, an average of 72.9% of all employment was made up of expatriates 

(see Figure 4).  

Figure 3.  Number of Persons Employed  

Source: Central Statistics Office 

 

The trend of a widening gap in the male and female population of the Territory seen after the 

hurricanes (previously discussed under the Population section) was also seen in its employment.  The 

share of men of the employed was 52.0% in 2021, a decline of 0.9 percentage points from a 52.9% 

share recorded in 2020.  On the other hand, the share of women of the employed at the end of 2021 

was 48.0%, an increase of the same 0.9 percentage points from a 47.1% share at the end of 2020.  The 

changing dynamics in the shares of men and women employed is depicted in Figure 5. 
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Figure 4.  Employed Persons by Nationality Status 

 

 

 

 

 

 

. 

 

 

 

 

Figure 5.  Employed Persons by Gender 

 

 

 

 

 

 

 

 

Following the 2017 hurricanes, the period 2018 – 2019 saw increases in both part-time and full-time 

workers.  This was driven by the massive construction needs for recovery works throughout the 

Territory.  Moving into 2020, the impact of the pandemic on our economy resulted in a shift from a 

2016 2017 2018 2019 2020 2021

Men 10,084 10,182 10,204 11,351 11,110 10,797

Women 10,514 10,402 9,113 9,903 9,875 9,950

Employed Persons, 2016-2021



 

14 

 

2021-2023 MACRO-ECONOMIC REVIEW AND OUTLOOK 

dual-increase trend to an increase-decrease one in the work status (part-time/full-time) of employed 

men and women.  This turnaround in the work status trend was a direct result of workers that were 

normally full-time2 being furloughed and hence relegated to part-time status because of the limited 

hours of work due to the temporary or sometimes permanent closure of businesses.  As the borders 

fully reopened in December 2021, and the effects of the stimulus response by the Government 

permeated the economy, businesses that were temporarily closed also reopened.  As a result, the 

work status trend seen in 2020 once again shifted with part-time workers returning to full-time 

work days in 2021.  Amongst part-time workers in 2021, female workers declined by 8.4%, a much 

lower percentage than male workers (11.4%).  While for full-time workers, female workers recorded 

a slightly higher increase (7.0%) compared to the 6.5% increase recorded by their male counterparts 

(see Figure 6).  Overall, part-time workers in 2021 (8,773) declined by 10.2% from 2020 (9,768), 

while full-time persons employed in 2021 (11,974) increased by 6.7% over 2020 (11,217). 

 

Figure 6.  Men and Women Employed by Work Status and Average Earnings 

Along with the shift in work status in 2020, there was a reduction in average earnings for men and 

women as there were more persons earning less.  In 2021, with the reversal of this shift, there was 

an increase in the average earnings for men and women as more persons were earning more with 

the return to full-time work.  Men’s average earnings increased by 5.3% from $24,802 to $26,106 in 

2021, and the average earnings of women also increased though by a smaller 4.6% from $25,529 in 

2020 to $26,715 in 2021 (see Figure 6).  Overall average earnings increased by 5.0% in 2021 ($26,398) 

                                                

 
2 Work status is defined by the number of weeks worked, where 40 weeks or more is considered full time.  Work status relates to a 

year. 
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from $25,144 in 2020.  Based on these increases in average earnings, it was expected that total 

earnings in 2021 would have grown, and it did by 3.8% ($547.68 million) from $527.66 in million 

in 2020. 

In both 2020 and 2021, women’s average earnings were higher than men in recent times.  This shift 

does not imply that there was any significant increase in the salaries of women over that of men, but 

points to the change in dynamics of male workers.  After the hurricanes, it was likely that higher 

paid male workers gradually left the Territory, possibly to work in branch offices of their companies 

in other countries.  With their exodus, lower paid male workers came in substantial numbers to 

assist in the repair and restoration of the Territory which likely resulted in lower average earnings 

for male workers.   

The increases in average earnings, in 2021, due to more full-time workers, can also be discerned 

from the shift in the distribution of the employed among the income groups.  In 2021, this growth 

trend once again took a noticeable turn with only negative growth in the number employed in the 

low income group for both men (-7.3%) and women (-2.4%) when compared to 2020 levels. On the 

other hand, in the high and middle income groups, the number of men recorded increases of 1.4% 

and 9.0%, and the number of women recorded increases of 5.8% and 4.9% respectively when 

compared to 2020.  This shift back to increases in the number of employees in the middle and high 

income groups and negative growth in the numbers in the low income group was an indication that 

men and women have returned to full-time work days (working more days/hours) and working for 

higher pay.  The levels of decline in the low income group indicate that there was a smaller reduction 

from the number of women within the group than men.  In contrast, the levels of increase for the 

middle income group point to more women being added to this group than men.  However, based 

on the levels of increase in the high income group, more men were added to this group than women 

(see Figure 7). 

 

Along with knowing who constitutes the employed and its earnings, it is equally important to know 

the industries in which they work.  This last factor allows for an understanding of the distribution 

of employees across the Territory’s key sectors.  Full-time workers in the construction industry 

recorded a 20.2% increase in 2021 (928) from 772 in 2020, while part-time workers declined from 

 By the end of 2021, there were 20,747 persons employed throughout the 

Territory, a 1.1% decline over 2020 (20,985 persons).   

After the hurricanes, a widening gap in male and female employment, and a 

shift in the work status (full-time/part-time) dynamics, average earnings and 

the distribution of the employed across income groups. 
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2,536 in 2020 to 2,118 in 2021, a 16.5% drop.  The work status of the workers in this sector shifted 

as businesses fully reopened for operations. A similar trend of increases in full-time workers and 

declines in part-time workers were recorded for the hotels and restaurants and administrative 

services in 2021 from their 2020 levels (see Table 1).  During the pandemic, these were the main 

sectors that were temporarily closed as there were no tourists entering our borders in 2020, but by 

December 2021, the economy slowly reopened to pleasure visitors.   The financial services sector 

also deviated from the trend of the first four sectors examined.  Full-time workers in this sector 

remained unchanged in 2021 from 2020, while part-time workers grew by 39.5%, moving from 124 

in 2020 to 173 in 2021.  This break-away trend was due to the move to mostly remote/virtual 

operations of this sector which translated to efficiencies in time though less hours were being 

worked (see Table 1).  The sectors in Table 1 can be linked to the growth in economic activities 

within our overall economy which is measured by Gross Domestic Product (GDP). 

Figure 7.  Employed Persons by Income Groups3  and Gender  

 

 

                                                

 

3  

Ranges for Income Groups 2018 2019 2020 2021

Low Income 0 - $22,377 0 - $22,443 0 - $22,000 0 - $22,080

Mid Income $22,377 - $36,201 $22,443 - $36,072 $22,000 - $37,159 $22,080 - $37,230

High Income > $36,201 > $36,072 > 37,159 > 37,230
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Table 1. Employment by industry Drivers4 and Employment Status, 2019 - 2021 

 

 

 

4. Gross Domestic Product 

 

At the onset of the global Covid-19 pandemic, economies around the world were faced with 

contracting activities. However, policy actions were adopted, adjustments were made to service 

operations, and life continued. Amidst those realities, concerns arose about how quickly signs of 

positive growth would be seen.  Fast forward into 2021, relaxations of protocols helped to provide 

some economic relief, with many economies seeing signs of growth.  

Similarly, in the Virgin Islands, nominal growth estimates for 2021 came in at about 2.2% following 

the contraction in 2020. The evidence to support this growth was the return of activities in the 

tourism industry, and the increase of economic activities within the wholesale and retail and 

accommodation and food services industries. Real estate activities also saw signs of recovery 

following the decision to waive stamp duty for BVIslanders and Belongers for the purchase of 

property.  Confidence in the financial services sector continued to show in the small but steady 

growth, while activities within other economic areas realised increases as well.  From the initial 

assessment of 2021’s performance, the adjustments to the “New Normal” were picking up steam, as 

policy decisions were adopted to align with growth possibilities. 

                                                

 
4 Professional Services comprise lawyers, accountants, consultants, software design, management services, engineers, advertising and 

marketing, and veterinary services. 
Administrative services include rental of boats, cars, tours, travel agents, and other administrative and support services. 

2019 

Part-

time

2020 

Part-

time

2021 

Part-

time

2019 

Full-

time

2020 

Full-

time

2021 

Full-

time

2020/2019 

Part-time

2021/2020 

Part-time

2020/2019 

Full-time

2021/2020 

Full-time

Construction 2,186  2,536  2,118  1,351  772     928     16.0% -16.5% -42.9% 20.2%

Wholesale and Retail 908     1,139  1,151  1,645  1,492  1,598  25.4% 1.1% -9.3% 7.1%

Hotels and restaurants 1,185  1,813  1,516  1,639  1,080  1,281  53.0% -16.4% -34.1% 18.6%

Financial services 190     124     173     816     842     842     -34.7% 39.5% 3.2% 0.0%

Professional services 391     406     446     998     999     984     3.8% 9.9% 0.1% -1.5%

Administrative services 696     1,061  783     917     622     778     52.4% -26.2% -32.2% 25.1%

Total across Key Sectors 5,556 7,079 6,187 7,366 5,807 6,411 27.4% -12.6% -21.2% 10.4%

Number of Employees Growth

Select Sectors
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The positive growth experienced in 2021 was projected to continue in 2022 but at a smaller rate of 

1.8%. However, and notwithstanding the demand and supply shocks generated from 2021 into 2022, 

it is expected that a wider nominal growth would be seen towards to end of 2022 despite inflationary 

pressures. These assumptions are based on Government’s policy direction for the remainder of the 

year. Towards the end of 2022, it is estimated that tourism-related activities will continue to boost 

economic activities throughout many sectors including accommodation and food services, wholesale 

and retail and transportation and storage. The construction sector will also realise increased activities 

through public sector capital projects including, the Elmore Stoutt High School redevelopment, the 

Jost Van Dyke Primary School Project, the Royal Virgin Islands Police Force (RVIPF) Marine Base, 

among other projects. Also, in the private sector, there continues to be activities from ongoing 

redevelopment projects at the Peter Island Resort, Oil Nut Bay and other similar establishments, and 

from the repair and building of private buildings, based on the building starts statistics for 2020 and 

2021.  Other areas of anticipated growth would be in the continued e-government transformation 

initiative, and the administration of the Commission of Inquiry (COI) recommendations. Given 

these planned activities, and from the 2022 mid-year performance, there’s a high level of confidence 

that output performance will close the year at a 3.5% growth in relation to 2021 (see Figure 8). 

Given the expectation of positive growth in 2022, and from the responses from consultations with 

the key industries within the economy, it is anticipated that growth, although small, could be 

realised in the medium-term (2023-2025) (see Figure 8). In support of these assumptions for the 

medium-term, is the ambitious plans of the Government for stimulating the economy and creating 

opportunities for continuous growth. Government continues to explore options that will create 

temporary easing of hardships for its citizens while considering strategies for longer–term economic 

growth. 

Included in the plans for the medium-term are food security initiatives, the continuation of 

construction projects (Elmore Stoutt Technical Wing, Jost Van Dyke Primary School, the Halls of 

Justice, Eslyn Henley Richiez Learning Centre, Palm Grove Centre redevelopment, and Airport 

upgrades), air access, financial services fee increases, the International Tax Authority (ITA) filing fee 

proposal, along with other initiatives. From these plans, it is projected that nominal growth for the 

medium-term will be 2.9% in 2023, 0.3% in 2024, and 1.3% in 2025 (see Figure 8). 
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Figure 8.  Nominal GDP and Growth with Projections, 2012-2025 

 

Figure 9.  The Effects of Inflation on GDP, 2012 - 2025 
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Notwithstanding these projections, the threats of external shocks continue to impact our ability to 

perform. Rising high inflationary pressures will make the cost of doing business more expensive, 

while restricting, in some instances, the ability to execute projects at cost-effective prices, and 

ultimately affect the performance of output measures. The widening gap between nominal GDP5 

and real GDP6 will be evidenced by the amount of inflation projected in a given period. The lagged 

effects are also factored into projections of output measure for the level of economic activity both 

on the nominal side and the real side (see Figure 9). 

Another important consideration in this analysis is the GDP/output gap.  This is the economic 

measure of the difference between actual GDP and potential GDP, where challenges are identified. 

Potential GDP is the maximum amount of goods and services an economy can produce when it is at 

full capacity.  The understanding of this gap allows for the preparation and planning of strategies 

geared towards closing the gap and realising greater gains. Additionally, the acknowledgement of 

economic vulnerabilities and problems (output gap) creates the opportunity for developing policies 

and measures that would allow the economy to perform at a productive rate. 

A positive output gap occurs when actual output is more than its expected potential. This happens 

when demand is very high and resources are stretched. On the other hand, a negative output gap 

occurs when actual output is less than its expected potential. This occurs when demand is weak and 

resources are under-utilised. 

In 2020 with the onset of the pandemic, GDP growth contracted and consequently a large negative 

output gap was created due to the significant difference between actual GDP and potential GDP.  

But for the period 2021 to 2022, smaller negative gaps were realised. Although the gaps were 

becoming smaller, their existence pointed to the strong relationship between employment and 

output. The relaxation of the Covid-19 restrictions allowed people to return to work, and this 

contributed to closing the gap in 2021 and 2022 as the operating confidence of businesses returned 

to some semblance of normalcy. 

Over the medium-term, the projected below potential performance in 2023 will be short lived as 

overall performance is anticipated to be above the economy’s expectations in 2024 and 2025, due to 

planned activities to support the economy. Furthermore, the projected positive gaps for 2024 and 

2025 suggests that the economy may lack the resources it needs in order to meet the expected 

                                                

 
5 Nominal GDP is the measure of output of economic performance that includes prices, called market prices. 
6 Real GDP is Nominal GDP with the price removed, so only volumes are reflected. 
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demand for goods and services. The possible issues with demand will more than likely be associated 

with the demand-pull for goods and services given the expected difficulty with the access of supplies 

from the supply chain bottlenecks, the supply shocks, and the ongoing war tensions restricting 

supply. 

The awareness of these possibilities will assist in developing strategies that could appropriately guide 

responses to the potential challenge, the need for strengthened frameworks if needed, and the 

application of measures based on historical experiences.  Ultimately, to ensure that the economy 

remains sustainable, instituting supporting policies will be the key action.   

 

 

5. Financial Services 

 

In 2021, the performance of both incorporations and companies’ revenue deviated from the 

declining trend in the industry which was accelerated by the pandemic in 2020 and more than likely 

linked to a saturation of the BVI brand.  New incorporations in 2021 (36,178) rose by 61.8% from 

2020’s level (22,362) which was the first year of positive growth since the implementation of the fee 

increases in 2018.  Revenue from registrations also recorded an increase of 2.6% in 2021 ($215.09 

million) when compared to $209.72 million in 2020.  The positive impact on registrations’ revenue 

was further seen in the 3.0% growth in Government’s share of financial services revenue which 

moved from $190.00 million at the end of 2020 to $195.79 million in 2021 (see Figure 10).  This 

uptick in activity within the industry was more than likely from the return of confidence in the 

market with the reopening of world economies and mass vaccination of populations, along with a 

spike in transactional activity from clientele across Asia, Europe and the USA.  The increased level 

of activity within the industry translated to a small increase of 0.7% in the stock of companies in 

2021 (368,893) from 366,364 at the end of 2020. 

The trend from 2021 continued into Q1 2022, with incorporation figures that were similar to pre-

pandemic levels.  In Q1 2022, new incorporations grew by 4.4% over the 2021 level and 11.9% over 

that of 2019 (see Figure 11). From Q2 2022, the trend switched to a declining one, with a 27.3% drop 

below the 2021 level, but there was still a small positive growth of 4.2% over the 2019 level.  The 

decline in performance in 2022 continued into Q3 with incorporations up to the end of September 

(21,389) dropping by 18.9% when compared with the same period in 2021 (26,369).  This declining 

trend, that started from the beginning of Q2 into Q3 of this year, was more than likely due to the 

downturn in the global economy and the multiregional contraction of the financial services market.  
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This has resulted in lower volumes of transactional activity, along with less demand and utilisation 

of BVI entities as listing vehicles with the downturn in China’s property markets and depressed 

regional capital markets. 

Figure 10.  New Incorporations and Companies’ Revenue7 

It is expected that for the rest of the year, monthly new incorporations would register an uptick 

from the third quarter but at lower levels than seen in the same period of 2021. By the end of 2022, 

it is projected that around 29,000 new incorporations would have been registered for the year.  This 

downward trend in registrations’ activity levels in 2022 is anticipated to continue to the end of the 

year but should be boosted by the reopening of most of the major economies in the Asia-Pacific 

Region and increased production for the holiday months.  Renewals are projected to remain stable 

with no expectations of significant decline. 

The positive growth of revenue intake in Q1 2022 of 6.8% compared with the same period in 2021 

($31.78 million) was likely due to continued momentum from the elevated levels of transactional 

activity in Q4 2021, along with an increase in revenue gains from Investment Business.  The increase 

                                                

 
7 Total Registry of Corporate Affairs revenue is reflected in this figure.  Since 2015, the proportion of financial services revenue remitted 

to central Government has been 88.5%.  From 2023, the proportion was revised (by Cabinet approval) to 86.5%. 
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in Investment Business was the result of an increase in the approval of Investment Managers over 

2021 combined with the realisation of legislation that came into force in 2020 and required the 

payment of a number of fees. Although activity from Investment Business continued to rise 

throughout the year, the decline in business within the Registry of Corporate Affairs (ROCA) from 

Q2 2022 (5.1%) compared to 2021 ($85.80 million) skewed the overall performance of revenue from 

the industry downwards by the end of June. 

Figure 11.  Quarterly New Company Incorporations 

With the continued decline of 5.9% in the collection of fees from ROCA when compared with 

$24.06 million for Q3 2021, revenue from incorporations and re-registrations up to Q3 2022 ($137.97 

million) was 2.6% below that collected for the same period in 2021 ($141.64 million) and 8.1% below 

that of pre-pandemic 2019 ($150.17 million) (see Figure 12).  This trend is a signal that the number 

of existing companies is not generating the high volume of transactions as they did in the past, which 

is likely due to the cumulative plateauing effect referenced earlier.  It is anticipated that revenue 

from the industry of around $222 million, 96% of which would be from the ROCA, would be realised 

by the end of 2022. 

By the end of 2022, it is projected that around 29,000 new incorporations would 
have been registered, about a 20% decline from 2021. 

In addition, revenue from the industry of around $222 million, just below 2021’s 
intake, is anticipated.   
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Figure 12.  Incorporations and Re-registrations Revenue 

The industry has experienced and continue to face many challenges and threats in 2022 and into the 

medium-term, other than continued market saturation. These include: (i) the OECD digital tax 

initiative which proposes a global corporate minimum tax for multi-national enterprises; (ii) 

uncertainty over Publicly Accessible Registers of Beneficial Ownership; (iii) the Territory’s OECD 

Peer Review launched in December 2020; (iv) preparations for the Fourth Round of CFATF Mutual 

Evaluation (scheduled for Q1 2023); (v) impending global recession; (vi) long-term UK and European 

sanctions on Russian businesses and individuals due to the Russia-Ukraine War; (vii) uncertainty of 

the impact of political and economic tensions between China and the US on international trade; 

(viii) business hesitancy due to global inflationary pressure and the corresponding increase in 

interest rates; (ix) the unsettled financial markets following tighter monetary policies by Central 

Banks; and (x) possible pandemic lockdowns in China.  Any of these threats, unknown or a 

combination of them, may dampen prospects for BVI business. 

Despite the expected continued decline in incorporations and renewals, it is anticipated that there 

would be an uptick in revenue intake due to proposed fee adjustments for regulators and companies, 

along with potential gains from fees created by the introduction of additional legislation under the 

Investment Business space.  This increase has the potential to realise growth of between 5-10% over 

2022’s level.  However, this projection is cautious because the fee increases by the Registry and the 

International Tax Authority (ITA), along with the expected implementation of Public Registers 
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could translate to a possible decline in the competitiveness of the BVI as a favoured offshore 

jurisdiction for Asia-Pacific business.   Due to the crippling impact this can have on the renewal of 

incorporations and new business, even after the planned implementation of the fee increases in 

January 2023, trends would have to be closely monitored. 

At best, for 2023, it has been projected that new incorporations would remain constant, while the 

cumulative historic downward decline in both incorporations and transactional activity over the 

past 10 years will continue.  It is also anticipated that the financial services sector will continue to 

maintain a generally steady position in the global industry into the short-medium term.  In an effort 

to continue to be a leader in the financial services industry, the FSC continues to invest in enhancing 

the efficiency of their processes which would centralise information on regulatory functions, 

Publicly Accessible Registers of Beneficial Ownership and Economic Substance. 

 

 

6. Tourism 

 

Tourism is the second sector of the Territory’s twin-pillar economy that permeates practically all 

sectors with multiplier effects throughout the entire economy.  However, since the onset of the 

pandemic there has been little to no tourists visiting the Territory.  After registering a 65.9% decline 

in 2020, moving from 894,991 visitors in 2019 to 305,356, tourist arrivals suffered a further 56.2% 

decline, in 2021, with only 133,715 visitors to the Territory.  With the reopening of the Road 

Harbour Jetty on 1st December, 2020, the country received a small number of visitors each month, 

culminating in 2021 and ending with substantial increases in November and December that fell just 

short of 96,000 visitors.  Over 50% of the visitors in 2021 were cruise passengers (70,090), while just 

under 45% were overnighters (59,289). There was a 68.1% decline in cruise passengers from 219,434 

in 2020 to 70,090 in 2021. There was also a 28.3% decline in overnight visitors from 82,687 to 59,289 

by the end of 2021 (see Figure 13). Based on the estimated tourism revenue for the Territory in 2016 

of around $617 million, tourism revenue in 2021 (about $88 million) declined by at least 85% from 

the 2016 benchmark level (see Figure 15). 

 

The 2022 projection for overnight visitors is 191,019, while cruisers and 
day-trippers could reach 350,883. Total visitors for 2022 is expected to 

reach 541,901, a 305.3% growth above 2021’s level (133,715). 
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Figure 13.  Annual Tourist Arrivals 

Mass vaccinations worldwide, the loosening of travel restrictions, the easing of quarantine periods, 

the reduction in and subsequent elimination of Gateway fees and pent-up appetites for travel all 

contributed to the upward climb of the tourism sector during 2022, albeit slow, to its normal 

performance levels.  By the end of August 2022, total visitors grew by 1054%, moving from 28,224 

in August 2021 to 325,753.  Cruisers and day-trippers moved from 2,641 by the end of August 2021 

to 204,330 for the same period in 2022, a 7637% growth, while overnighters that stood at 27,604 by 

August 2021, reached 123,445 for the same period in 2022, a 347% increase.  The re-emergence of 

annual events like the Virgin Gorda Easter Festival, the BVI Spring Regatta and Sailing Festival, One 

BVI Poker Run, Christmas in July, BVI Summer Sizzle and Emancipation Celebrations enhanced the 

level of visitors up to August 2022.  In addition, the reopening of the Virgin Gorda Airport has 

facilitated an increase in overnighters and day-trippers. 

In Q1 2022, tourist arrivals moved from 3,723 for the same period in 2021 to 159,366, a 4,181% 

increase.  Although the growth level for Q2 2022 was not at the same high levels, there was a 

substantial 692% increase, moving from 14,166 in Q2 2021 to 112,255 (see Figure 14).   This growth 

trend continued into Q3 2022, with July and August recording increases of 306% and 742% 

respectively over the same periods in 2021.  The completion of the Bitter End Yacht Club, Nanny 

Cay Hotel and some guest houses and villas supplemented the room stock in the Territory which 

contributed to the growth trend.  Based on feedback from the accommodation and charter yacht 

sectors, the outlook for overnight visitors for the rest of the year, starting in September, is cautiously 

optimistic with early bookings showing signs of recovery to around 2019 levels of tourism activity.  
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With the cruise restrictions being lifted and new cruise-lines like Ritz Carlton Cruises set to make 

calls on the destination, the 2022-2023 cruise season is expected to be heading back to almost normal 

levels. Based on performance up to August and an optimistic outlook for the balance of the year, the 

2022 projection for overnight visitors was revised to 191,019, while that of cruisers and day-trippers 

was revised to 350,883 (see Figure 15). 

Figure 14.  Quarterly Tourist Arrivals  

Therefore, total visitors for 2022 is expected to reach 541,901, a 305.3% increase above 2021’s level 

(133,715).  Under the assumption that these tourist arrival projections would be realised, it was 

projected that tourism revenue for 2022 could reach $297 million, 52% below the 2016 benchmark 

level of $617 million (see Figure 15). 

The BVI Tourist Board (BVITB) has intensified its efforts to maintain the Virgin Islands’ share of the 

tourism market, while being faced with the challenges in the quality of hospitality and access to the 

Territory.  In an attempt to address the hospitality challenge, BVITB continues to train industry 

stakeholders, and has installed kiosks at the Road Harbour Jetty and the Terrance B. Lettsome 

International Airport to obtain feedback, on their stay in the BVI, from departing visitors.  This 

information would be used to guide the adjustment and/or implementation of policies to address 

critical concerns raised by the visitors.  In addition, the BVITB, along with other key industry 
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stakeholders, attended Routes World 2022 Forum in Las Vegas, USA where, discussions were held 

with multiple airlines about potential routes with the objective of getting direct flights to the US 

mainland, increasing connectivity and overall volume of flights and passengers through the airports, 

and promoting the BVI as a high-end tourism destination.  However, the main challenge continues 

to be direct flights into the Territory, but discussions are ongoing with various airlines to address 

this issue. 

Figure 15.  Tourism Revenue8  Projections 

The BVITB continues to promote the destination in core countries through travel specific 

tradeshows and events, such as Virtuoso Travel Week, CHTA Marketplace, The Annapolis Sailboat 

Show, and the FCCA Conference.  The BVITB continues to invest in a robust public relations plan 

that is aimed at keeping the destination at the forefront of the minds of leisure travelers, and to 

increase returns from the “Incentive and Romance” niche markets. In addition, armed with the 

knowledge that today’s traveler craves cultural experiences, the Board will commence hosting 

culinary events from Q4 2022 into 2023, starting with the 10th Annual Anegada Lobster Fest.  In an 

effort to stimulate regional tourism, in 2023, BVITB will be extending its annual “staycation” 

programme to the United States Virgin Islands (USVI) and other countries in the Caribbean where 

                                                

 
8 Direct tourism revenue to central Government represents Hotel Accommodation Taxes (HAT), Environmental Levy (not in 2016), 

Cruising taxes, and Import Duties.  Tourism Revenue to Other Govt. Agencies represents VISAR, National Parks Fees, Passenger Departure 
Taxes, and Cruise Head Taxes. Cruise tourism revenue represents cruisers spending on taxis, tours, souvenirs, restaurants, shopping, and 
other.  Overnighters tourism revenue represents overnighters spending on accommodations (less HAT), food & beverage, 
gratuity/tip/service charges, taxi, car rental, tour/attractions, culture, sporting activities, entertainment, jewelry, perfumes, clothing, 
tobacco, liquor, souvenirs, phone/internet and other. 
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airlift can be negotiated.   Other efforts to enhance our tourism product, includes a collaboration 

with the Department of Culture to connect tourism to cultural activities, the completion of a shade 

and bathroom facility at Trellis Bay Beef Island for ferry passengers, the refurbishment of the S. 

Vanessa Faulkner Botanical Gardens on Anegada and lookout sites on Virgin Gorda and Anegada.  

The planned reopening of Peter Island in 2023, continued development at Oil Nut Bay Resort, and 

anticipated gains from a comprehensive review and revision of the fees and structures within the 

marine industry (charter boats, etc.) are expected to provide a boost to high-end tourism.  It is 

anticipated that these efforts, along with the level of early bookings for the 2022/2023 season will 

realise total arrivals of around 703,000, 59% (411,000) of which is expected to be cruise passengers 

and day-trippers, and the remaining 41% (about 292,000) would be overnight visitors (see Figure 

13).  Based on these anticipated arrivals in 2023, it was projected that tourism revenue for the 

Territory could reach around $439 million which is just about 29% below the 2016 benchmark level 

of $617 million (see Figure 15). 

Due to the multiplier effect of tourism across almost all sectors of the economy, the improvement of 

tourism activity is critical to the viability of the Territory.  The crippling impact of the absence of 

this industry was experienced in 2020 and 2021 after the onset of the pandemic, which almost 

brought the Territory’s economy to a halt.  Therefore, due to the global economic uncertainty, rising 

inflation and a possible global recession which can alter spending patterns, these projections for 

tourist arrivals must be closely monitored, and timely adjustments and policy actions made as any 

changes occur. 

 

 

7. Construction 

 

After our two main economic pillars, the Construction industry can be considered the third pillar 

due to the substantial role it plays in the Territory’s economic development.  The ranking for this 

industry was elevated after the damages suffered in the 2017 catastrophic events because of the large 

scale rebuild, repair and restoration of homes and businesses that was required.  Despite significant 

progress being made to physical infrastructure across the Territory since 2017, there is still 

substantial work to be completed to restore the infrastructure to a pre-2017 functional state, and 

beyond.  A shift in focus and allocation of resources from 2020 into 2021 has a direct link to the 

Covid-19 pandemic.  However, from the latter part of 2021 into 2022, as the World Health 

Organisation (WHO) downgraded the pandemic to an endemic, restoration and re-building works 
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again became a high priority for the Government and private sector.  In the absence of a construction 

price index, construction activity is being measured by the level of construction and related material 

and equipment being imported into the Territory, along with building starts data. 

Figure 16.  Projects Starts from Approved Development Applications 

 

 

 

 

 

 

 

 

 

 

 

Building starts data received from the Town and Country Planning (TCP) Department for 2020 and 

2021 indicated that there was a 77.8% increase in 2021 (96 buildings) from 2020 (54 buildings).  Both 

construction imports and building starts data supported the return to restoration, repair and rebuild 

works in 2021 after a hiatus in 2020 forced by the onset of the pandemic.  The share of commercial 

building starts from approved applications increased from 5.6% in 2020 to 17.9% in 2021 for Tortola 

and from a share of 9.4% in 2020 to 26.7% for Virgin Gorda, by the end of 2021.  Similarly, the share 

of residential project starts from approved applications increased from 14.3% in 2020 to 26.1% for 

Tortola, by the end of 2021.  On the other hand, the share of residential project starts from approved 

applications on Virgin Gorda dropped from a share of 26.1% in 2020 to 17.0% in 2021 (see Figure 

16). 
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Based on approvals for building applications information received from TCP, for the period January 

to August 2022, there were 174 residential and 21 commercial approvals.  When these approvals in 

2022 (195) were compared to approvals for the same period in 2021 (272), there was a 28.3% decline 

in all approvals, with a 23.0% decline in residential (174 moving from 226 in 2021) and a 54.3% 

decline in commercial (21 moving from 46 in 2021).  The declines registered in 2022 from 2021 are 

more than likely strongly linked to delays in project completions or commencements as a result of 

investment challenges from rising inflation and supply chain issues linked to both the pandemic and 

the Ukraine-Russia War.  Building starts data for 2022 will be available in the first quarter of 2023 

and should provide more clarity on the impact external factors may be having on capital investment 

in the Territory. 

In 2021, construction imports ($77.25 Million) increased by 11.8% from 2020 ($69.11 Million) (see 

Figure 17).  Construction imports grew by 24.2% in the first half of 2022 ($46.26 million) when 

compared to the first half of 2021 ($37.26 million) (see Figure 19).  By the end of Q1 2022, there was 

a 9.0% growth in construction imports from the same period in 2021 which supports the 

continuation of development projects that commenced in 2021.  The commencement of large-scale 

public sector capital works in 2022, such as the Elmore Stoutt High School Redevelopment Project, 

along with the impact of the 5% reduction in import duty policy implemented by Government from 

April 15, 2022 were very probable drivers behind the 39.3% growth in construction imports at the 

end of this quarter when compared to Q2 in 2021 (see Figure 18). These increases during this first 

half of the year were evidence of the continuation of and commencement of both major public sector 

capital works and large private sector commercial development projects, after the halt of the projects 

due to restrictions from the pandemic. 

2021 saw a 77.8% from 54 projects in 2020 to 96 building starts. 
Construction imports ($77.25 million) increased by 11.8% from 2020 ($69.11 million). 

Construction imports grew by 24.2% in the first half of 2022 ($46.26 million) when 
compared to the first half of 2021 ($37.26 million). 



 

32 

 

2021-2023 MACRO-ECONOMIC REVIEW AND OUTLOOK 

Figure 17.  Value of Imports 

Prior to the hurricanes of 2017, the value of construction imports in 2016 made up about 13.6% of 

all imports ($396.91 million).  Excluding the 24.2% share of 2018’s value of imports ($591.74 million) 

just after the trio of events, from 2019 to 2021, an average share of 17.0% of the value of all imports 

over the period ($1.53 billion) was recorded (see Figure 17).  Except in 2018 when other9 imports 

made up 75.8% of all imports, in all other years these imports registered a share of 80% of the value 

of all goods imported.  By the end of 2021, other imports ($390.18 million) grew by 19.8% over that 

of 2020 ($325.74 million).  At the end of the first half of 2022, other imports ($244.26 million) grew 

by 37.8% over the same period in 2021 ($177.24 million) (see Figure 19).  This was a substantial 

increase from the 4.9% recorded in the first half of 2021 over the same period in 2020 ($168.93 

million).  A similar growth trend was registered in the value of all imports with a 35.4% increase by 

the end of the first half of 2022 ($290.52 million) over the same period in 2021 ($214.50 million).  

These significant growth patterns in importation of the value of all goods and other imports were 

driven primarily by the 5% import duty policy implemented by Government from April 15, 2022, 

despite the issues with supply and shipment, and rising inflation. 

 

 

                                                

 
9 Other refers to food and beverages, household furnishings and supplies, clothes and other personal items, vehicles and boats, 

pharmaceutical supplies and fuel. 
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Figure 18.  Quarterly Construction Imports 

The primary objective of the 5% import duty policy was to provide a temporary ease from the 

financial burden being experienced by citizens due to the rising cost of goods and shipping driven 

by escalating global inflation. 

As the Territory continues into 2023, towards recovery and restoration from the hurricanes, it is also 

moving ahead with priority development projects that are aimed at increasing economic growth.  

This policy direction would transfer to an increase in construction activity which should be seen in 

higher importation of construction materials and more development applications to translate into 

more building starts by the end of 2023. The level of the value of imports of construction goods in 

2023 is expected to surpass 2021’s level ($77.25 million), but increase in volumes would not be the 

only factor behind the increase, as price increases would continue to impact the levels. 

Some of the large public development projects expected to drive the anticipated increase in 

construction imports in 2023 are the commencement of the West End Ferry Terminal Project, the 

Eslyn H. Richez Special Needs Learning Centre, the Halls of Justice Project, the Illegal Immigrants 

Detention Centre, and the Police Marine Base.  Additionally, continued works on some ongoing 

large public and private development projects would add their value to those commencing, such as 

the, the National Sewerage Programme, the National Emergency Operations Centre, the 

reconstruction of the Jost Van Dyke Primary School, the rehabilitation of the Government’s Central 
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Administration Complex, Peter Island Resort Redevelopment, and Oil Nut Bay Villas.  It is expected 

that other projects being planned, if executed, can further increase anticipated construction activity, 

such as the Reconstruction of the Althea Scatliffe Primary School, the Elmore Stoutt High School 

Technical Block and Long Bay Beach Beef Island Development.  However, growth in the 

construction industry can be hampered, not only by the external factors previously mentioned, but 

also by our labour policies and procedures which can translate to shortages of labour if they are 

revised in isolation of the development needs and economic growth path of the Territory. 

 

 

8. Imports of Goods 

 

Historically, November and December tend to be the months with the largest values of goods 

imported because of Thanksgiving and Christmas celebrations.  As such, with the conclusion of the 

extension of the reduced duty policy (July 15 – October 14, 2022), it is expected that the normal 

importation levels for these months would return for the remainder of 2022 after a spike in activity 

in September and October. However, the traditional high levels of imports for these months may 

not be met due to the impact of supply and shipment issues, and rising prices.  There would, in all 

likelihood, be a contraction in imports of goods for 2022 which would not have been only impacted 

by the reduced duty policy10 but also the external factors mentioned earlier that were heightened 

due to the War and the continued effects of the pandemic. The previous section presented the 

imports of construction materials, while this section highlights imports of goods other than 

construction material. 

Except in 2018 when other11 imports made up 75.8% of all imports, in all other years these imports 

registered a share of 80% of the value of all goods imported.  By the end of 2021, other imports 

($390.18 million) grew by 19.8% over that of 2020 ($325.74 million) (see Figure 17).  At the end of 

the first half of 2022, other imports ($244.26 million) grew by 37.8% over the same period in 2021 

($177.24 million) (see Figure 19).  This was a substantial increase from the 4.9% recorded in the first 

half of 2021 over the same period in 2020 ($168.93 million).  A similar growth trend was registered 

                                                

 
10 The report “Second Review of Reduction in Import Duties Policy, APRIL 15 TO SEPTEMBER 13, 2022 completed by the Ministry of 

Finance indicated that for this period the estimated loss in revenue in duties could have been $12.05 million. 
11 Other refers to food and beverages, household furnishings and supplies, clothes and other personal items, vehicles and boats, 
pharmaceutical supplies and fuel. 
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in the value of all imports with a 35.4% increase by the end of the first half of 2022 ($290.52 million) 

over the same period in 2021 ($214.50 million).  These significant growth patterns in importation of 

the value of all goods and other imports were driven primarily by the 5% import duty policy 

implemented by Government from April 15, 2022, despite the issues with supply and shipment, and 

rising inflation. 

Figure 20 depicts the products that drove total imports for the period January to August in the years 

2019 to 2022.  For that period in 2022, with the duty concession, the share of food dropped by 3.5 

percentage points, moving from 17.4% for the 2021 period to 15.9% in the 2022 period.  On the 

other hand, the share of vehicles and boats in the 2022 period rose by 0.9 percentage points, moving 

from 10.1% in 2021 period to 11.0%.  A substantial rise in share was also recorded in the importation 

of fuel which moved from 11.7% for the 2021 to 18.5% in that of 2022.  However, in an examination 

of the volume of goods imported, most of the categories stated including fuel, either experienced 

declines or very small growths from the January to August 2021 period to that in 2022 (see Table 2) 

which is an indication of the severe impact that inflation has had on the value of the goods imported. 

Figure 19.  Quarterly Other Imports 
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Figure 20.  Product Drivers Share of Total Imports 

 

Table 2 Volume of Products Driving Imports of Goods 

 

 

9. Real Estate 

 

The real estate sector is another sector among the key ones discussed already that, by its large-scale 

property sales and rental activities, makes a significant single contribution to the economy.  Real 

estate includes the purchase, management, ownership, and the rental and sale of property. In the 

Virgin Islands, the ownership of property is a testament to the pride of the Territory’s people.  But 

Jan - Aug 2022 Jan - Aug 2021 Jan - Aug 2019 2022/2021 2021/2019

Food 65,481                65,058              46,458             0.7% 40.0%

Household Furnishings 51,818                53,627              18,907             -3.4% 183.6%

Clothes, Precious stones and Accessories 101,388              126,310            10,850             -19.7% 1064.1%

Fuel 787                     740                    600                   6.4% 23.3%

Construction Material 47,339                47,230              30,265             0.2% 56.1%

Vehicles and Boats 11,362                12,458              4,390               -8.8% 183.8%

Other Products 96,524                103,568            32,427             -6.8% 219.4%

Volume of Products Driving Imports (cif) Growth in Volumes
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of greater impact is that the ability to purchase property is a penultimate indicator of the economic 

viability of the citizens and the ultimate overall economic health of the Territory. 

From an economic point of view real estate development, unlike other types of investment by its 

unique nature and advantage, has the ability to appreciate in value over time. Many economies 

measure growth by monitoring the demand for real estate. According to information from Smiths 

Gore BVI Ltd, the Caribbean region has seen a noticeable uptick in real estate investment from late 

2020 into early 2022 with many islands in the Region recording substantial sales levels. Further, the 

information stated that this increased activity was a result of home owners in the US real estate 

market investing available equity realised from low interest rates in the Caribbean market.  From 

this information provided, it can be deduced that a portion of the elevated activity in real estate from 

2020 to early 2022 in the Virgin Islands was a direct result of this investment. The remaining portion 

of this activity tells a story of the Territory’s citizens potential to invest and support economic 

growth. 

Figure 21.  Number of Recorded Sale Transactions, 2016 – 202212 

 

 

 

 

 

 

 

 

Source: Smiths Gore BVI Ltd 

The Virgin Islands real estate market has evolved from modest levels prior to 2019 of between $60 - 

$80 million in the volume of sales, except in 2017 due to the hurricanes and flood, to volume of sales 

                                                

 
12 2022 data reflects transactions up to September. 
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above $100 million from 2020.  Notably, the 2022 volume of sales was skewed by a single high-

valued transaction in the second quarter. 

The effect of the hurricanes and flood of 2017 on the industry can be seen in the decline, not only 

in the volume of sales ($45.70 million), but the number of transactions (160).  Many damaged homes 

were placed on the market which substantially increased the stock of properties. However, as many 

of these properties were being sold, the number of transactions began to climb in 2018 (178) and 

2019 (219), but the values of sales were still at relatively low levels, $62.20 million in 2018 and $59.70 

million in 2019 (see Figure 21). 

 

The impact of the waiver of Stamp Duty on the sale or transfer of property to Belongers implemented 

from May 2020 to December 2021 can be seen in the 87.8% (moving from $59.70 to $112.10 million) 

and 115.1% (moving from $59.70 to $128.40 million) increase in the volume of sales by the end of 

2020 and 2021 respectively, when compared to the level in 2019 (see Figure 22).  Clearly, this policy 

has played a considerable role in encouraging local investment in the real estate market and 

consequently has increased the value added to economic activity in 2020 and 2021.  However, as the 

stamp duty policy ended in 2021, local investment in real estate fell off dramatically in 2022.  This 

decline, along with the contracting of the US real estate market in 2022 due to interest rate hikes in 

response to inflationary pressures, has manifested in the number of recorded transactions in sales 

reverting back to levels just below those prior to the pandemic. 

Figure 23 provides a further breakdown of recorded real estate sale transactions by home and land/lot 

sales and by price ranges.  The impact of the stamp duty policy can be seen in the value of sales in 

2020 and 2021, with the highest values between 2018 and 2022 being recorded in 2021.  In this year, 

there were 73 home sale transactions (3 less than 2020’s level of 76), but the value of home sales for 

the year was the highest for the period at $61.90 million. 

Based on the information provided by Smiths Gore BVI Ltd, although Virgin Gorda has the greatest 

impact on the value of sales from their luxury estates, Tortola occupies the top spot for the number 

of transactions, averaging 85.0% annually of all transactions, over the period from 2018 to 2022. 

In 2021, there were 73 home sale transactions (3 less than 2020’s level of 
76), but the value of home sales for the year was the highest between 2018 

and 2022 at $61.90 million (excluding sales of luxury estates).   
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Figure 22.  Recorded Volume of Sales by Nationality, 2016 - 202213 

Source: Smiths Gore BVI Ltd 

Figure 23.  Home and Land/Lot14 Transactions by Price Range, 2018 - 202215 

Source: Smiths Gore BVI Ltd 

According to Smiths Gore BVI Ltd, with US investors having more equity at their disposal, the 

Virgin Islands saw increased interest from foreign investors during the 2021/2022 high season which 

                                                

 
13 2022 data reflects transactions up to September. 
14 These sales exclude the sale of land/lots by luxury estates, such as Oil Nut Bay, Little Dix Bay and Mosquito Island. 
15 2022 data reflects transactions up to September. 
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could result in more potential sales. The company has reported that administrative challenges at the 

Land Registry continue to delay closings on these sales, and this may result in investors withdrawing 

their offers.  If this occurs, it will have an impact on Government’s revenue from stamp duty 

generated from the sales of property and land. 

According to a report from Smiths Gore BVI Ltd, between 2018 and 2022, there have been, on 

average, fewer than 30 transactions annually made by foreign investors in residential land and 

houses across the Territory.  Additionally, as the US market contracts, it is expected that there would 

be less interest from foreign investors in 2023.  Further, with the expiration of the stamp duty policy, 

local appetite for investment in real estate is expected to diminish to its normal level. 

From the data presented, it is clear that there is a strong economic potential for future development 

of the real estate industry, and a “burning” desire for land ownership by Belongers and Non-

Belongers.  However, for the interest of investors to be held, Government has to foster, create and 

maintain an investment engine through policy reform and the revision of supporting systems and 

structures for the industry, and stimulate local investment. 

 

 

10. Inflation 

 

While inflationary pressures from the issues associated with demand and supply, as a result of the 

pandemic were still being felt, the advent of the Ukraine-Russia War further exacerbated this 

situation. The longer this War rages on, the more pressures are applied to trade commodities and 

the supply of much-needed goods and services. The continued rise in fuel prices resulting from 

supply shock due to the combined effect of both events mentioned has had the greatest negative 

multiplier effect on economies across the world.  In direct response to the movements in the price 

of fuel, shipping costs are rising which makes it more expensive to do business.  Moreover, with 

increasing consumer demand for goods, the prices of commodities continue to rise which has 

escalated the cost of living to unexpected levels. 

Countries are continually exploring ways of addressing the impacts that high inflation continue to 

have on their economies. Fiscal, as well as monetary policy options, have been debated as possible 

solutions to curbing inflationary pressures. The tightening of monetary policy as a measure of 

responding to inflationary pressures seems to be triggering a spin-off effect across global economies 

in its response to economic easing. This effect in some cases has resulted in the 
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appreciation/depreciation of some currencies, and the further compounding of the existing pressures 

from price escalation.  Small island states, like the Virgin Islands are not immune to the impacts of 

inflationary pressures as the economy is heavily reliant on the import of goods, particularly from the 

United States of America (USA). Furthermore, with the absence of a Central Bank, the Virgin Islands 

is heavily affected by the impacts of any monetary policies introduced by the USA in an effort to 

achieve price stability. 

Historically, the Virgin Islands has maintained inflation rates below 3% which spoke to the 

Territory’s economic stability and the standard of living of its people. However, the rate dropped to 

an uncharacteristic low in 2020 (0.4%) during the pandemic, possibly due to the forced departure 

from normal consumption patterns of the population. This deviation from the norm rendered the 

‘basket of goods and services’ monitored by the Consumer Price Index (CPI) incapable of monitoring 

inflation. But, as the effects of the pandemic lessened in 2021, the inflation rate started a steady 

climb as normal consumption patterns returned, ending the year at 2.8% (see Figure 24). 

 

Given the strong correlation between the inflation rates of the USA and the Virgin Islands, the 2022 

end-of-year projection is estimated at 6.4% when considering the 2022 projection of 8.6% at mid-

year and the actual 2021 inflation rate of 2.8% (see Figure 24).  The projection for inflation in 2022 

was supported by price changes in food and non-alcoholic beverages, and transportation, which hold 

a great share of the weights in the basket of goods.  However, it is the compounding effect of the 

drastic changes in oil prices that continues to have the greatest impact on the prices of all items in 

the basket of goods, particularly in the transportation category of the basket. The impact of the 

substantial movement in prices is the rising cost of doing business as businesses are faced with price 

adjustments while passing on the inflationary pressures to their consumers.  Furthermore, the rising 

level of inflation is challenging the potential real incomes of citizens, and threatening the 

macroeconomic stability of the Territory. 

 

 

The inflation rate was 2.8% by the end of 2021 and for 2022, it is projected 

to reach 6.4% with a rate of 4.2% projected for 2023. 
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Figure 24.  Inflation Rate, 2014 - 202516 

For the first nine months of 2022, the highest inflation rate of 4.95% was recorded in April, (see 

Figure 25). This rate was driven mainly by movement in the prices of the food and non-alcoholic 

beverages, housing and utilities, transportation, and miscellaneous goods and services categories. 

The combined weight of these four categories constitute more than 60% of the current CPI basket.  

Therefore, any movements in any of these categories will have a great impact on the inflation rate.  

Importantly, underpinning these monthly movements in commodity prices, as shown in Figure 26, 

was the monthly movement in gas prices, which saw the highest month-over-month increase of 

10% between February and March 2022 and an overall increase of 11.7%.  As gas prices slowly 

decline, the impact on the movement in commodity prices is also slowly reducing, as demonstrated 

in Figure 25.  Further, the reduction in gas prices would be seen in the decline in sub-groups like 

clothing and footwear, furniture and household equipment and restaurant and hotel services 

categories, in addition to those previously mentioned. The influence of the 5% duty policy and 

uptick in tourism activity may also be contributing factors to the changes in these drivers.  However, 

closer analysis of the multiplier effects of the rising cost of oil globally, along with other local factors 

on economic activities, would be needed to determine the validity of this assumption. 

                                                

 
16 Data up to 2021 was prepared by the Central Statistics Office (CSO).  The projections for 2022 and 2023 were prepared based on 

historical trend, monthly CPI up to September 2022, and the correlation of the BVI CPI with the US CPI. 
 
rp means revised projection, and p means projection. 
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For the medium-term, prices are projected to inflate at levels below that of 2022, with 4.2% in 2023, 

2.6% in 2024, and 2.1% in 2025 (see Figure 24). These projections are expected to remain aligned 

with a lag to the projections for inflation in the USA.  It is anticipated that there will be a decline in 

prices from 2023 in response to the materialisation of its implemented monetary policy to achieve 

price stability. Over the medium-term, the Virgin Islands will continue to remain vigilant in 

monitoring the movement of prices, especially given the absence of direct measures to control prices.  

However, monitoring the movements in prices alone is not enough to maintain economic stability. 

Figure 25.  2022 Consumer Price Indices 

Our response to the impacts of global price stability efforts and any allocation of resources in 

mitigation measures, must be carefully studied when deciding on the best relief policies. 
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11. Conclusion 

 

The Virgin Islands’ economy and its people have shown their resilience over the past five years after 

enduring many external and internal shocks, some of which are still ongoing, like the pandemic and 

the Ukraine-Russia War.  This endurance can be seen currently in the upsurge of economic activity 

across its key sectors, as presented within the various sections of this report. 

In the immediate past, this Government has implemented two main economic stimuli to lessen 

hardships for the people of the Territory.  The first of these measures was the 5% import duty policy 

which commenced on 15th April and ended on 14th October, 2022.  The purpose of the policy was to 

ease the burden of residents as it was expected that merchants would pass on savings realised from 

the policy to customers.  However, the required mechanism to ensure that these savings were 

transferred was not implemented along with the policy.  The second measure, which is still ongoing, 

was payment by Government of 50% of the fuel surcharge for October and November’s electricity 

bills and 100% on that of December. 

Although, 2022 employment data is not available at this time, it is expected that based on the planned 

policies in the private and public sectors, there will be at least a 1% increase over 2021 (20,747) in 

the employed to reach around 2020’s level (20,985).  This anticipated growth is supported by the 

expected 3.5% growth in GDP over that of 2021 which would be driven by the upticks in tourism 

and its related industries, along with the steady performance of financial services.  Further, based on 

the fluidity of global economies moving into 2023, our local policies planned and our linkage to 

external markets, particularly the USA, there is a cautious projection of 2.9% growth in GDP over 

2022’s performance. 

The twin-pillars, financial services and tourism, continue to be the anchor and strength of the Virgin 

Islands’ economy, especially with the ongoing adversities that the economy has and continues to 

experience in recent years.  Financial services, although recording a temporary increase in 2021 due 

to increased transactions after the reopening of economies, resumed its downward decline.  By the 

end of 2022, it is projected that around 29,000 new incorporations would have been registered, about 

a 20% decline from registrations in 2021.  With renewals in November expected to remain stable, 

revenue from the industry, of around $222 million, just below 2021’s intake, was projected.  

Although incorporations are projected to continue to decline, revenue will see an uptick in 2023 due 

to the fee adjustments for regulators and companies to commence on 1st January 2023. 

The other pillar, tourism, unlike its counterpart financial services has a wide spread across many 

industries within the economy.  After basically being halted in 2021 as a result of the pandemic, 
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there has been a significant increase in tourism activity due to mass vaccinations worldwide, the 

loosening of travel restrictions, the easing of quarantine periods, the reduction in and subsequent 

elimination of Gateway fees and pent-up appetites for travel.  For 2022, it is projected that overnight 

visitors will reach 191,019, while cruisers and day-trippers could reach 350,883. Total visitors for 

2022 is expected to reach 541,901, a 305.3% growth above 2021’s level (133,715).  Based on planned 

efforts in marketing, infrastructural development, and refinement of the tourism product, along with 

the level of early bookings for the 2022/2023 season, total arrivals of around 703,000 could be 

realised, 59% (411,000) of which is expected to be cruise passengers and day-trippers, and the 

remaining 41% (about 292,000) would be overnight visitors.  Elevated levels of activity in 

construction and real estate further supported higher levels of growth in 2022, and continued stable 

contributions to economic growth are expected in 2023.  Further, as economies across the world 

experience increased growth levels in output, the inflation rate for the Virgin Islands is expected to 

be at 6.4% in 2022, and a lower 4.2% in 2023. 

It is the strong view of the Ministry of Finance that, after reading through the sections of this report, 

readers would appreciate even more that the Territory has endured so many adversities based on the 

evidence provided in the document.  It is also the Ministry’s desire that, armed with this knowledge, 

the people of the Virgin Islands will gain renewed vigour and conviction to ensure that our current 

challenges and those unknown ahead of us are all met head on tenaciously. 
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