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Introduction

This report presents the findings of the 2018 Business Confidence Index Study undertaken by Total
Research Associates Limited (TRA) in association with Corporate Research Associates Inc. (CRA).
Launched in 2014 and sponsored by HSBC Bank Bermuda Limited, the Bermuda Business Confidence
Index (BCI) is a comprehensive survey of business owners and executives across industries, providing
insight into current economic business conditions, anticipated business conditions for the coming year,
capital purchase intentions and hiring. This initiative provides important economic indicators for

industry, the business community, and the Island’s economy.

This economic metric represents both international and domestic companies from all major sectors of
the economy including communications, transportation, retail, tourism, professional services, and
finance, among others. Participants include members of an exclusive panel of executives who were
initially recruited by direct personal invitation. This year the Bermuda Chamber of Commerce (BCC), and
the Bermuda Economic Development Corporation (BEDC) invited their memberships to take part,
producing a more in-depth understanding of the current business climate on the Island. Participating
individuals are provided with advance notification of the Business Confidence Index (BCl) on a

confidential basis, prior to the public release of the Index.

In total, 138 surveys were completed between April 18 and May 24, 2018. This report includes an
executive summary, an analysis of the survey findings, and a detailed description of the methodology
employed in the study. The current results are presented in comparison to findings from the benchmark
Business Confidence Index Study, as well as results dating back to 2014. To provide further context
surrounding the economic indicators for industry in Bermuda, information sourced from the Bermuda
Department of Statistics and the Ministry of Finance has also been included throughout this report.
Appended to the report is a copy of the data tables that present results overall, by question and across

key organisational characteristics.

Economic Context and Executive Summary
Current Economic Environment in Bermuda

Bermuda enjoyed a year of reasonable growth in 2017, and a spike in retail and tourist activity thanks
largely to the stimulus provided by the America’s Cup. This event pumped an estimated US$336-million
into the Island economy, according to a PricewaterhouseCoopers study (Economic, Environmental and

Social Impact of the 35" America’s Cup on Bermuda, October 2017).

© Corporate Research Associates Inc., 2018 Total Research Associates Limited
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The Ministry of Finance reports that GDP growth, following only marginal expansion in 2016, was decent
for most of 2017, reaching a high of 3.9 percent in the third quarter (current prices, unadjusted for
inflation). Even so, retail sales trended downwards through 2017, despite the one-time boost in May
and June from the America’s Cup — revealing weakening consumer confidence throughout 2017. The
inflation rate rose modestly to 1.9 percent in 2017 — following two years at 1.5 percent — a change
perhaps driven by the Cup stimulus, but also by a return to government spending that included a wage
increase for civil servants following several years of austerity budgeting. Inflation remained in the range

of 1.6 to 2 percent through the first three months of 2018.

The unemployment rate was 7 percent in 2016, and estimates are that unemployment shrank modestly
in 2017 with a 0.1 percent increase in total job growth. International business, the largest contributor to
the Bermuda economy, added 0.2 percent more jobs in 2017, and foreign exchange earnings by this
sector grew by 3.7 percent. Tourists injected an estimated $431-million into the economy in 2017, a
more than 20 percent increase over 2016, and the total number of visitors of more than 692,000 (by air

and sea) is the highest on record.

In the wake of moderate growth in 2017 and the economic boost of an international sporting event,
Bermuda faces significant economic headwinds in 2018 and beyond. These include the ongoing transfer
of domestically-earned income overseas, an onerous payroll tax, and more problematically, an ageing
and declining population. At the same time, the feared impact of US corporate tax reforms, the threat of
Brexit and rising global trade protectionism generally, all create uncertainty for Bermuda’s economy.
Amid these internal and external pressures, it remains unclear what forces — beyond government
spending, including on public capital projects, and the potential spill-over benefits of a booming US

economy — will lift the economic fortunes of the Island in the near future.

Executive Summary

The results of the 2018 survey suggest that business confidence in Bermuda has dropped dramatically
since the previous study in 2016, and is now at its lowest point since tracking began in 2014. The
Business Confidence Index (BCl) — based on nine economic considerations evaluated by business leaders
— has fallen almost 20 points since 2016 to 86.4, slipping below the benchmark index of 100 points for

the first time.

Confidence is generally higher among smaller businesses and lower among medium-to-larger
enterprises. It is also strongest in the financial services/insurance and real estate sectors, and weakest in
the hotel/restaurant and automotive/technical sectors. Yet even accounting for such differences,
confidence is low across the board — in no sector and in no size grouping does the Business Confidence

Index score rise much above 90 points.

© Corporate Research Associates Inc., 2018 Total Research Associates Limited
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The record-low BCl reflects a widespread pessimism in Bermuda’s private sector about the state of the
Island’s economy and its prospects over the coming 12 months. Such attitudes contrast with the
Ministry of Finance’s 2017 National Economic Report, published in February 2018, which states that
Bermuda’s economy expanded marginally over 2017 and “is projected to further improve,” conditional
on various factors including increased employment, growth in tourism and capital spending. This survey
suggests that following the first quarter of 2018, the business community does not share the

government’s optimistic projections for the year.

Specifically, a majority of business leaders believe the Island’s economy is not moving in the right
direction (notably, the percentage with an optimistic outlook has fallen from 79 percent in 2016 to only
38 percent this year). For the first time since these surveys began in 2014, more business leaders believe
the economy is in worse shape today than a year ago, versus those who say it is in better shape. Also for
the first time, those who believe the economy will continue to deteriorate outnumber those who

believe it will improve.

As in previous years, the business community points generally to Bermuda’s government and politics as
the top issue facing the Island today. However, this concern has eased significantly since 2016, while
concerns are increasing about taxation, the cost of doing business and Bermuda’s declining population.
Businesspeople say one of the most critical actions the government can take to help the private sector is
to promote immigration and streamline the work permit process. For their part, many business leaders

say they need to work more closely with government to achieve their goals.

The pessimistic outlook toward the economy as a whole is mirrored inside individual companies, one-
quarter of which report being in worse economic shape than they were a year ago — a record high
number. Although a large minority of enterprises (44 percent) expect economic conditions for their
organisations to improve over the coming year, roughly the same number expect no change in their

company’s economic conditions, and 14 percent believe conditions will worsen.

Perhaps as a result, overall capital spending by the private sector is expected to decrease by 3.5 percent

over the next 12 months.

If there is any good news to be found in the survey it is that on the employment front, businesses expect
to marginally increase their full-time staffing levels in 2018. Meanwhile, the reported average wage
increase in 2017 (including those companies not awarding an increase) was 1.7 percent, somewhat

lower than the inflation rate of 1.9 percent.

© Corporate Research Associates Inc., 2018 Total Research Associates Limited
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The number of businesses reporting higher revenues in 2017 declined from the previous survey, while
the number reporting lower revenues increased. A record-high number of companies expect their

revenues in the coming year to remain the same, or decrease.

This outlook is very likely driven in part by foreign political and economic events. The American tax
reforms of President Donald Trump — which cut US corporate tax rates from 35 percent to 21 percent —
pose a threat to Bermuda’s traditional tax advantage against the United States. This is particularly true
for Bermuda’s insurers, already facing structural change and consolidation pressures in their industry.
The unwelcome, competitive challenges of the US tax changes come on top of the uncertainty raised by
Brexit and the possibility of exclusion from the European market, as well as the general unease that

continues to grow alongside rising global trade tensions.

Amid such a daunting international picture, it is perhaps not surprising that the economic stimulus
provided by the America’s Cup in early 2017 was a short-lived benefit, coming in the wake of a multi-
year recession. This survey shows that Bermuda’s business community is becoming increasingly
concerned about the structural state of the island’s economy, its competitiveness and its ability to
attract investment. Some relief may be available in the form of higher government spending following
years of austerity (civil servants received a 2.5 percent pay raise in the most recent budget), and in
efforts announced by Premier David Burt to begin making structural changes, such as allowing majority,
non-Bermudian ownership of domestic businesses, thereby encouraging the investment of locally-

earned revenues back into the Island economy.

The infographic on the following page presents a snapshot summary of key findings.

© Corporate Research Associates Inc., 2018 Total Research Associates Limited
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Infographic Snapshot of Key Findings

Snapshot of Key Findings — 2018

BUSINESS CONFIDENCE INDEX
2018
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CHANGES TO POSITIVELY IMPACT THE
BUSINESS CLIMATE IN BERMUDA

Immigration/Improve work permit process 24%

Better government leadership/Political stability 223%

o

BUSINESS COMMUNITY

1. Engage/work with government
2. Support more education/training programmes

3. Work together/Collaboration among businesses

*Compared to Wave 2 2016

Business development/growth/Increased foreign investment 22%
' Better taxes 21%

2,

TOP 3 ISSUES FACING
BERMUDA BUSINESSES
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Detailed Analysis

The Bermuda Business Confidence Index

’

The business confidence index is a composite measure of nine variables including business leaders
perception of the economy, both now and in the coming year, confidence in the direction of the
economy, well-being of their businesses both the past year and the year ahead, as well as revenue

expectations and capital expenditure plans in the coming year.

Business Confidence Index

Calculation Variables, n=138

Bermuda’s economy is
stable/moving in a
positive direction (Q1)

| am confident in e In the next year, my

r e . organisation’s revenue

Bermuda’s economic ' -
4 - d y & .

future (Q2) .7 > will be stable/ increase
’

e B \ (Q21)
7 a9% | 7% ¥
: 417 A
Ay
c ol ‘\ ‘\ In the past year,
ompared to last 2018 \ A my organisation’s
year, Bermuda’s @1 \1 70% | ‘JQ revenue was
= 1 3
economy Is I Overa": :: - 10 2 : stable/increased
stable/better (Q3) Il 86.4 : - " (Q20)
1 \ ) ’ '
\ J419.1 Y 4 it

In the next year,
Bermuda's
economy will be
stable/better (Q4)

In the next year, my
capital expenditures
will remain
unchanged/
increase (Q7)

Compared to last year, In the next year, my
my organisation’s organisation’s economic
economic well-being is well-being will be
stable/better (Q5) stable/better (Q6)
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Business confidence has fallen nearly 20 points since 2016, and is at a record low since tracking began.

Business confidence in Bermuda has fallen dramatically since 2016. The composite index is down to
86.4, its lowest level — and the first time it has dipped below 100 — since the BCl surveys began in 2014.
(Table BCI)

Bermuda Business Confidence Index

Overall
120.0
110.0 105.5 106.5 105.5
103.1
100.0
100.0
200 86.4
80.0
70.0
60.0
2014 Wave 1 Wave 2 Wave 1 Wave 2 2018
2015 2015 2016 2016

The decline in business confidence is most apparent among enterprises with operations only on the
Island, for whom the index has dropped by 20.6 points since 2016. Confidence has also declined among

companies with operations locally and overseas, falling by 15.6 points among this group since 2016.

© Corporate Research Associates Inc., 2018 Total Research Associates Limited
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Bermuda Business Confidence Index

2014 2015Wavel m2015Wave2 mM2016Wavel m2016Wave2 m2018
120.0

1000 | 980

80.0
60.0
40.0
20.0 -

0.0
Business operations Business operations
in Bermuda in Bermuda and overseas

Business Confidence across Size of Organisations

among the smallest businesses on the Listed in Descending Order by Organisation Size
Island, and weakest among medium-to- <21 21-50 51+
large-sized organizations.
90.1/. 80.5
_..,/ _4

Business Confidence across Business Activities

Confidence is relatively low across the board. However, it is strongest in the financial services/insurance
and the real estate sectors, and weakest among hotel/restaurant operators and in the

automotive/technical sector.

BCl Scores Across Primary Business Activity
Listed in Descending Order by BCl Score

Financial Real Retail/ Professional International Business Support/ Hotel/ Automotive/
Services/Insurance Estate Consumer Services Business Technology Restaurant Technical

88.3

__ 4

/|
/i

852 819, 795
Y/ / /

L — —

)
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Consumer Confidence
Consumer confidence continues be stable on the Island and generally favourable.

The Bermuda Omnibus© Consumer Confidence Index (CCl) is derived from a series of five questions
asked of residents on a quarterly basis, related to the perceived state of Bermuda’s economy, household
economic situation, and conditions for major purchases. The Index takes into account Bermuda
residents” assessments of economic conditions at the present time as well as the outlook for the
upcoming year. Similar to the Business Confidence Index, the CCl was set at a benchmark of 100 upon its
inaugural calculation in 1998, and all reports of the CCl since 1998 are measured relative to this
benchmark. More specifically, the calculation is based on positive or neutral responses (namely, better

or about the same), excluding negative responses (worse) for each evaluation.
Consumer confidence has been in a mostly favourable and stable level for the last couple of years,

moving in a narrow range over that period. Despite a dip in confidence through most of 2017, the index

has risen somewhat in early 2018.

Bermuda Consumer Confidence Index

QN NN D DD @ g OO I 760 My T F LN LN 1)U O o3 P I P~ [~.00 00 0260 ey T LS NN OO DG PP 00
e s s L e e e e e e e e ety el b Eat sl b Folu fots bpdal et alad sl xinbabalotalalipln

[ G [Py [T e e e e [T e L e e [y W [ [T [y [y [Ty
EptcElpt-Elgd-Elpi-Etydeb ol eb ke Bl deblot-Elog il f-Efog i ity el Lo e Egor de b og A dog Refog g g3
SOV INAZSAAS SN TNAZTNASTNOZIAASSNAZSNOZTVNOAF NS TAAZSNAZSBAZITAAZINAZTTNAZ VAT

© Corporate Research Associates Inc., 2018 Total Research Associates Limited



2018 Business Confidence Index Report 10

The Bermuda Economy

The majority of businesses on the Island say the economy is static or moving downward.

The majority of businesses (six in ten) are pessimistic about Bermuda’s economy, with almost half saying
it is not moving at all, and more than one in ten saying it is moving in a negative direction. Fewer than

four in ten — half the number from two years ago — say it is moving in a positive direction. (Table 1)

Direction of Bermuda’s Economy

2014 2015Wavel m2015Wave2 m2016Wavel m2016Wave2 m2018
(n=84)  (n=98) (n=105) (n=220) (n=162) (n=138)
100%
79% 79%
80%
60%
49%
40%
20% 16%
10%
4% 5o, 5% L l
0%
Moving in a positive Not moving at all Moving in a negative

direction direction

Q.1: In your opinion, is Bermuda's economy meoving in a positive direction, not moving at all, or moving in a negative direction?

Larger enterprises, as well as those in the retail, real estate and financial sectors are more likely than
those elsewhere to be pessimistic about the economy. While businesses in the hotel and restaurant
space do not think Bermuda’s economy is actually moving downward, almost all say it has no
momentum at all.

Direction of Bermuda’s Economy

By Company Size
Small company = Medium company = Large company ® International company

100% (n=42%) (n=52) (n=12%) (n=22%)

80%

60% 55%

50% 50%
43% 42%
40% 33% 32% 33%
25%
20% 17% 14%
7%
0%
Moving in a positive Not moving at all Moving in a negative
direction direction

Q.1: In your opinion, is Bermuda’s economy moving in a positive direction, not meving at all, or moving in a negative direction?
*Caution: Smoll sample size.

© Corporate Research Associates Inc., 2018 Total Research Associates Limited
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Confidence in Bermuda’s Economic Future

Confidence in Bermuda’s economic future is at its lowest point since the BCI survey began in 2014.

Confidence among businesses in the Island’s economic future is at its lowest point since the survey was
launched four years ago. The mean confidence figure is 5.4 — nearly a full point below the 2016 measure
of 6.3, while the median figure has slipped below the number 6 for the first time since 2014. In that
same year, only 11% of businesses expressed high or complete confidence in Bermuda’s economic

future. This year, only 8% have a similar level of confidence — down from 24% in 2016. (Table 2)

Confidence in Bermuda’s Economic Future
Rating on 10-pt Scale: 1=Not at all confident, 10=Completely confident

2014 2015Wavel m2015Wave2 m2016Wavel m2016Wave2 m2018
100% (n=84)  (n=98) (n=105) (n=220) (n=162) (n=138)
Top 3 Box
Wave (8-10) Mean Median
E0% 2014 11% 5.7 6
2015 Wave 1 12% 6.0 3
2015 Wave 2 16%* 6.0 3
60% 2016 Wave 1 13%* 5.9 6
2016 Wave 2 24% 6.3 7
2018 8% 54 5
40%
20%
o R s B oReet® e e
RRREFH NggEn FTEN IR
0% L i —l
1 2 3 4 5 6 7 8 9 10
Not at all Completely
confident confident

Q.2: How confident are you in Bermuda's economic future? *Due to rounding.

© Corporate Research Associates Inc., 2018
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Current State of Bermuda’s Economy

The vast majority of businesses say Bermuda’s economy is in the same or worse condition than one

year ago.

Four in ten businesses say the economy is in worse shape today than a year ago. Another four in ten say

the economy is the same, while only two in ten consider it in better shape — a considerable drop from

2016, when three-quarters said the economy was better than 12 months previously. Those more likely

to consider the economy worse than a year ago are medium-to-large sized enterprises, international

enterprises, and those in the hotel/restaurant, international business and auto/tech sectors. (Table 3)

State of Bermuda Economy Compared with Last Year

2014
(n=84)

100%

80%

60%

40%

20%

0%

0%

5%

Much
better

50%

67%
62%

=
)
o

57%

Somewhat
better

39%

(n=220)

Wave
2014
2015 Wave 1
2015 Wave 2
2016 Wave 1
2016 Wave 2
2018

®
il 2

R
,3\'N
& m
S B

%
N el
g

About
the same

(n=162)

better
50%
72%
70%
64%

75%*

22%*

Somewhat
worse

2015Wavel m2015Wave?2 ®m2016Wavel m2016Wave2 m2018
(n=105)

(n=138)

Much/Somewhat Somewhat/Much
worse

11%
6%
7%

10%*
7%
39%

3%

2o e ®
eec__m

Much
worse

Q.3: Compared with 12 months ago, would you describe the overall state of the economy in Bermuda as much better,
somewhat better, about the same, somewhat worse, or much worse? *Due to rounding.

© Corporate Research Associates Inc., 2018
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Future State of Bermuda’s Economy
Businesses are pessimistic about the economy in the coming year, with few expecting improvement.

Half of Bermuda’s businesses expect the economy to remain the same over the next 12 months. One-
quarter expect it to worsen, while one-fifth expect it to improve — in each case, a huge swing in

sentiment from previous surveys. (Table 4)

Bermuda Economy Over Next 12 Months

2014 2015Wavel m2015Wave? m2016Wavel m2016Wave2 m2018
(n=84)  (n=98) (n=105) (n=220) (n=162) (n=138)
Much/'S h S hat/Much
100% Wave better worse
2014 62% 4%
2015 Wave 1 70% 1%
2015 Wave 2 72% 1%
80% 2016 Wave 1 75% 3%
® R 2016 Wave 2 79% 3%
e MmN y
BUw iR 2018 22% 27%
60% . n ®
—
["2]
3
40% A -
Q@ b
S ~N R )
~ £ ~ ~
~ ﬁ ~
20%
& ®
A L] EEEEEE
0% i i = —
Much Somewhat About Somewhat Much
better better the same worse worse

Q.4: Thinking about the economy in Bermuda over the next 12 months, do you think it will be much better, somewhat
better, about the same, somewhat worse, or much worse? *Due to rounding.
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GDP Growth in Bermuda
Bermuda experienced reasonable economic growth in 2017, particularly compared with 2016.

Figures from the Department of Statistics (current prices) show decent economic growth for 2017, with

all four quarters on the plus side and greater than 1.5 percent.!

Quarterly GDP Growth Compared to Previous Year

With Inflation — Current Prices

8.0% -
6.1%

4.0% {35% 3.8% 3.9%

0.0%

-2.9%

-4.0% -3.2%

-8.0% -
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 a1 Q2 Q3 Q4
2014 2014 2014 2014 2015 2015 2015 2015 2016 2016 2016 2016 2017 2017 2017 2017

Source: Bermuda Department of Statistics.

GDP Growth - Bermuda

With Inflation — Current Prices
2008 - 2016
B8.0% -

4.0% 1 3.6% 3.9% 3.4%

0.0%

-4.0%

-5.0%

-8.0% -
2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: Bermuda Department of Statistics.

! Government of Bermuda Department of Statistics, Quarterly Gross Domestic Product (GDP) Quarter 4/2017
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Top Three Issues Facing Bermuda Businesses Today

Government and politics is still considered the top issue facing businesses, although it is less of a
concern than in recent years, while other issues such as taxation are of more concern.

In unaided mentions, four in ten businesses say that government and politics is the most critical issue
facing Bermuda’s business community today (down 22 points from 2016). Taxation (up 16 points) and
the cost of doing business (up 9 points) are each identified as top issues by one-third of businesses. The
lack of business development (up 5 points), and a poor economy (up 10 points) are each identified by

one-fifth of businesses. (Table 28)

Top Three Issues Facing Bermuda Businesses Today

Key Mentions, From Total Unaided Mentions

29%
40%
Government/Politics
63% “The lack of political
n ;a leadership around making
n/a
: n/a immediate legislative and
Taxation/Increased taxes %?% iy ch g
i i 33% policy changes to grow our
36% economy.”
44%
Cost of doing business g % *  “Government taxes ... payroll
32% [201;0] tax, land tax, import duties,
n=
19% immigration fees.”
2015 Wave 1
Lack of business development/growth %25% (n=88) « “Bermuda needs far more
22% W 2015 Wave 2 people.”
2% % == “Shrinkage of the i
E— 0% m 2016 Wave 1 rinkage of the insurance
0% 8% (n=211) industry in Bermuda as a
20% W 2016 Wave 2 primary economic driver.”
34%
n=156 .
Declini lati 15% o5% [ ) *  “Unfriendly government to
eclining population 16% m 2018 . ; : ”
(n=138) international business.
18% =
31% e “Foreign investors cannot
Lack of qualified workers ] 61 o% purchase commercial real
11569% estate in Hamilton, which
49 limits their ability to invest in
% ”
Poor immigration policies E‘%Dls% Bermuda.
%
9%

0%
Rising health costs 13%
6%
9%
%

20% 40% 60% 80% 100%

Q.28: In your opinion, what are the top three issues facing Bermuda businesses today? Note: Responses were not forced.
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Changes Would Like to See to Positively Impact Bermuda Business Climate
Improvements should be made to the immigration and work permit process.

In unaided mentions, one-quarter of businesses say that improving immigration and the work permit
process is one of the best ways to help the business climate in Bermuda (up 10 points from 2016). Those
most likely to mention immigration are large enterprises with international operations, and those in the
financial services and insurance sector. Better government leadership and stability, although mentioned
less often than in 2016, is still considered important by one-fifth of businesses (down 17 points).
Business development and foreign investment, and better taxes, are also each mentioned by one-fifth of

businesses. (Table 29)

Changes to Positively Impact the Business Climate in Bermuda

Key Mentions, From Total Unaided Mentions

18%
22%
Immigration/Improve work permit process 15;‘1%
“We need to grow our
24% L . .
18% population immediately with
Better government leadership/ 3;3?8%5 new job creators. This will
Political stability 53996‘}, mean we cannot maintain the
0
22% status quo.”
39% . |
Business development/growth/Increased 28%3? 2014 ¢ Reduce the size of
foreign investment 19% (n=74) government and red tape
22% 2015 Wave 1 everywhere.”
4% (n=79)
13% = 2015 Wave 2 e “Relax immigration to get
Better taxes 1123%6 {n=75) more people to Bermuda.”
%
21% - (201169\2';3\'9 1 *  “More support for small
n/a Ly .
. . n/a C— business (and) more
Lower cost of doing business 11% (n=138) welcoming for work permit
9{’1% m 2018 holders as we need to grow
12% (n=138) the population.”
5%
Population increase 4976% * “A government that honestly
5% addresses issues such as
n/a education reform and civil
More support/incentives for small/ n_z'g service reform ... we are
local businesses ‘;% consumed by negativity,
8% resentment and race issues.”
11%
. - 11%
Better/more education/training for o7
Bermudians ﬁl %
%
7%
0% 20% 40% 60% 80% 100%

0.29: What would you like to see change in order to positively impact the business climate in Bermuda? Note: Responses were not forced.

© Corporate Research Associates Inc., 2018 Total Research Associates Limited



2018 Business Confidence Index Report 17

Business Community Efforts to Foster Positive Business

The business community continues to be split in terms of whether it is doing enough to encourage a
positive business environment in Bermuda.

Consistent with previous surveys, the business community is divided on whether it is doing enough to
foster a positive environment for trade and commerce. Four out of ten say yes, one-quarter say no, and
one-third aren’t sure. Larger enterprises and those with international links are more likely to say the

business community is doing enough. (Table 30)

Is the Bermuda Business Community Doing Enough
to Foster a Positive Business Environment?

2014 2015Wavel m2015Wave2 m2016Wavel m2016Wave2 m 2018
100% (n=84) (n=96) (n=105) (n=220) (n=162) (n=138)

80%
60%
40% -

20%

0%

Yes No Don't know/Not sure

Q.30: In your opinion, is the Bermuda Business community doing enough to foster a positive business environment?
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In terms of what the business community can do to foster a more positive business climate, three out of

ten businesses — in unaided mentions — say they should work more with government (up 18 points from

2016). Teamwork between businesses (up 5 points), and supporting education and training programs

(no change) are also mentioned as possible strategies. Of note, two out of ten businesses say they don’t

know what can be done by the business community to foster a positive climate (down 6 points from

2016). (Table 31)

What More Business Community Could Do to Foster
a Positive Business Environment

Key Mentions, From Total Unaided Mentions

13%
Engage/work with government 10%
28%
0%

12%

12%

Support more education/training programmes

Work together/Collaboration among

businesses
W 2016 Wave 1

More support for business development/ (n=220)
growth W 2016 Wave 2
(n=162)
Better promotion/marketing 15% m 2018
(n=138)
Support small/local businesses
Focus on service standards/customer
satisfaction
Nothing
Don't know 24%
18%
0% 20% 40% 60%

Q.31: In your opinion, what more should the business community do to foster a positive business environment?
Note: Responses were not forced. Note: Question added 2016 Wave 1.

“Lobby with government to
reduce taxes and (the) cost of
doing business.”

“Have more influence with the
government and the decisions
they are making.”

“Put a greater emphasis on
training and retraining
Bermudians.”

“Ensure each industry has its
own representative body
(and) ensure these industry
groups speak and work with
each other on a collaborative
basis.”

“Continue to invest in
Bermuda and Bermudians.”
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Immigration reform (19%, up 13 points), collaboration with the business community (18%, up 10 points)

and tax reduction (16%, up 6 points) are identified as the key actions government can take to foster a

more positive business climate. (Table 32)

What More Government Could Do to Foster
a Positive Business Environment

Key Mentions, From Total Unaided Mentions

Immigration reform/Improve immigration =7 13%
policies 19%
Work/collaborate with the business
community

Reduce taxes

Support/promote international business 2016 Wave 1

Better support of business development/ (n=220)
growth m 2016 Wave 2
(n=162)
More support for small/local businesses m 2018

(n=138)
Political stability/Work with opposition parties
Less bureaucracy/red tape
Reduce costs/civil service
Nothing
Don't know

0% 20% 40% 60%

Q.32: In your opinion, what more should the Government do to foster a positive business environment?
Note: Responses were not forced. Note: Question added 2016 Wave 1.

“Allow more people to come
here to work and feel more
welcome.”

“Work more closely with
companies to ensure they are
allowed to have a fair balance
of Bermudian and permit
workers.”

“Create a neutral space where
representatives across the
business spectrum can
communicate and collaborate
on solutions to our collective
problems.”

“Taxes are killing us. Let’s
start there.”

“Stop thinking that the
business community are ‘Fat
Cats.” All of us are in this
together and should be
working together to improve
Bermuda’s economy.”
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Organisations’ Economic Outlook

Organisations’ Current Economic Well-being

Despite improvements in the economic condition of some businesses on the Island, a significant
number say they’re in no better shape, or in worse shape, than last year.

One-third of businesses say the economic well-being of their companies is better than a year ago. This
metric is down 16 points from 2016, when more than half reported their companies being in better
shape. This year, four in ten businesses say their companies are in about the same economic condition,
while one-quarter say they are in worse shape — the highest number recorded for this metric since 2014.

(Table 5)

Organisation’s Economic Well-Being in the Past Year

2014 2015Wave1l m2015Wave2 m2016Wavel m2016Wave2 ™ 2018
(h=84)  (n=98) (n=105) (n=220) (n=162) (n=138)
100%
Much/Somewhat Somewhat/Much
Wave better worse
2014 36% 18%
80% 2015 Wave 1 47% 15%
2015 Wave 2 48% 13%
2016 Wave 1 46% 16%
2016 Wave 2 52%* 14%
60% 2018 36% 25%
E
. " 2
S8x8 £RE ¥
40% al RN R
e o]
X
&
£ L
20% R = “SX8 3%
o &‘: = — -
REH -
e G & o o oap 2o R
B EEEnER
0% — el
Much Somewhat About Somewhat Much
better better the same worse worse

Q.5: Thinking about your own business in the past year, would you say that your organisation’s economic well-being is
much better, somewhat better, about the same, somewhat worse, or much worse? *Due to rounding.
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Organisations’ Future Economic Well-being

There is less optimism than witnessed in previous surveys about the well-being of businesses over the
coming year.

Although more than four in ten businesses expect the well-being of their organisations to improve over
the next 12 months, nearly the same number expect no improvement, and 14 percent — the highest

number on record in the life of this survey — believe their company’s well-being will get worse. (Table 6)

Organisation’s Economic Well-Being in the Next 12 Months
2014 2015Wavel m2015Wave2 ®m20l6Wavel m2016Wave2 m2018

(n=84)  (n=98) (n=105) {n=220) (n=162) (n=138)
100%
Much/Somewhat Somewhat/Much
Wave better worse
2014 56% 0%
80% 2015 Wave 1 63% 3%
2015 Wave 2 64% 2%
2016 Wave 1 65% 4%
= 2016 Wave 2 65% 6%
60% 223 = 2018 44%* 14%*
[=2R" o
L] =
P
b
40% A
m
g
®
20% 2 o O 2
— -
R o 2
[r) ¥ o
B u | S5
Much Somewhat About Somewhat Much
better better the same waorse worse

Q.6: In the next 12 months, do you think the economic well-being of your organisation will become much better, somewhat
better, about the same, somewhat worse, or much worse?
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The large majority of businesses express the same level of confidence in their enterprise’s well-being
over the next six months as compared to their initial forecasts for the year. Meanwhile, two in ten say
they’re even less confident in the next six months than in the coming year, indicating that the year has

proved to have started out on a negative footing for these companies. (Table 6a)

Confidence in Organisation’s Well-Being in Next Six

Months Compared to Forecast for the Upcoming Year

100% W 2016 Wave 1 m 2016 Wave 2 w2018
(n=220) (n=162) (n=138)

20%

70% 9%  70%

60%
40%

22%
20%

12%
8%

0%

More confident in the As confident in the Less confident in the

next 6 months next 6 months as in the next 6 months
(than in the upcoming year) upcoming year (than in the upcoming year)

Q.6a: Do you feel more confident, as confident, or less confident about your organisation’s economic well-being in the next
6 months, compared with your forecast for the upcoming year? Note: Question added 2016 Wave 1.
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Anticipated Change in Capital Expenditures

A majority of Island enterprises predict that capital spending will remain the same as the past year.

The majority of businesses expect no change in capital spending over the coming year, compared to the

previous year. Two in ten expect to increase capital spending, while another two in ten expect to

decrease spending. These are the least confident numbers regarding capital spending since 2014. Small

companies are more likely than large ones to expect an increase in spending, while companies in the

hotel and restaurant sector are more likely than those in other sectors to predict less spending. (Table 7)

Opinion of Capital Expenditures in the Next 12 Months

100%

80% -

60% -

40%

20% -

0% -

2014 2015Wave1 m2015Wave2 m2016Wavel m2016Wave2 m2018
(n=84)  (n=98) (n=105) (n=220) (n=162) (n=138)

Net Change = 2% Decrease

|

58%
51%51% 54% 50% pgo;

42% 42% 419, 43%
36%

22%

0,
L3k o 10% 10%
° 4%

Increase Remain unchanged Decrease

Q.7: In the next 12 months, do you anticipate your capital expenditures will increase, decrease or remain unchanged from
the past 12 months?
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Capital expenditures expected to decline overall in Bermuda in the next year.

Taking into consideration the percentage of businesses expecting to increase their capital expenditures
—and the average expected increase in those expenditures — with the percentage of those anticipating a
decrease in capital spending — and the average expected decrease in that spending — it is estimated that
overall capital spending on the Island will decrease by 3.5% in the coming year. (Table 7/8a/8b

combined)

Among businesses expecting to increase capital spending in the coming year, six in ten say they don’t
know how large such increases will be. The average increase is expected to be 26%, 10 points lower than
in 2016. (Table 8a)

Anticipated Percentage Increase Amount of
Capital Expenditures

Among Those Who Said Increase in Q.7

2014 2015Wavel m2015Wave2 m2016Wavel m2016Wave2 m2018
n=30* n=41* n=44* n=90 n=69 n=28*%
100% (M=30")  (n=41%) (n=44%) (n=90) (n=69) (n=28")
Wave Mean
2014 21.9%
80% 2015Wave 1 26.2%
2015 Wave 2 32.4% R
2016 Wave 1 18.8% 3 S
60% 2016 Wave 2 36.3% = n
2018 26.4% n
B
40% o
R e R 8
® »2§ Y 8
0~ P
20% 2 e )
RREs
m
0%

0% to 9% 10% to 15% 16% or more Don't know/Not sure

Q.8a: [IF Q.7 = "INCREASE’] As a percentage, how much do you anticipate your capital expenditures will increase?
*Caution: Small sample size. Note: Responses of 'Don't know/Not sure’ as well as any values greater than 200% are
excluded from the calculation of the mean.
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Among the small number of companies expecting a decrease in capital spending, more than half expect

to reduce it by 16% or more. The average decrease is expected to be 34%. (Table 8b)

Anticipated Percentage Decrease Amount of

Capital Expenditures
Among Those Who Said Decrease in Q.7

2014 2015Wavel m2015Wave2 m2016Wavel m20l6Wave2 m2018
100% (n=11%) (n=7%) (n=4%*) (n=21%) (n=16*) (n=30%)
Wave Mean
2014 31.3% e
80% 2015Wave 1 30.8% L
2015 Wave 2 28.3% §
2016 Wave 1 44.7% [t}
60% 2016 Wave 2 44.0%
2018 33.9% = =
[l o
=t =
40%
* ) %
20% g i R -
— Q
= -
0% — | 1 — —
0% to 9% 10% to 15% 16% or more Don't know/Not sure

Q.8b: [IF Q.7 = ‘DECREASE’] As a percentage, how much do you anticipate your capital expenditures will decrease?
*Caution: Small sample size. Note: Responses of 'Don't know/Not sure’ as well as any values greater than 100% are
excluded from the calculation of the mean.
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Number of Staff Employed in Bermuda
The low average number of full-time staff shows the small-business orientation of the private sector.

Private sector companies each employ an average of 34 full-time employees in Bermuda. The relatively
small average underscores the small-business orientation of the private sector on the Island, and the

difficulty in creating jobs in Bermuda’s current economic environment. (Table 9, ‘full time, Os excluded’)

Number of Full-Time Staff Employed in Bermuda

2014 2015Wave 1l m2015Wave2 m2016Wavel m2016Wave2 m2018
(n=83) (n=98) (n=102) (n=205) (n=148) (n=131)
100%
Wave Mean
2014 380
2015 Wave 1 447
0% 2015 Wave 2 51.9
‘aﬂe‘ 2016 Wave 1 422
= # o 2016 Wave 2 40.8
-~ ]
60% n i 2018 33.8
E
o
=
40%
5
o~ 3 =R *®
S § N 5 # # =
20% 5 F ®3 eox LR e
" H=8g ER=85E
i
0%
Less than 20 20to 49 50to 99 100 or more

0.9 FULL-TIME: At present, how many staff do you employ in Bermuda?
Note: All calculations exclude businesses with O full-time employees.

The number of part-time staff employed by the private sector is consistent with 2016, averaging 7 such

employees. (Table 9 ‘part time, 0’s excluded’)

Number of Part-Time Staff Employed in Bermuda
2014 2015Wavel wm2015Wave2 m20l6Wavel m2016Wave2 m2018

(n=55) (n=72) (n=77) (n=140) (n=99) (n=91)
R X e e 5
100% | & & 5 ﬁ a8 R
SR_ED ich' . ; Wave Mean
2014 6.7
2015 Wave 1 5.5
80% 2015 Wave 2 6.6
2016 Wave 1 8.0
2016 Wave 2 6.8
60% 2018 6.8
40%
20%
® 3B = w
0% — s—
Less than 20 20to 49 50to 99 100 or more

Q.9 PART-TIME: At present, how many staff do you employ in Bermuda?
Note: All calculations exclude businesses with 0 part-time employees.
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Change in Staffing Levels in Bermuda
The majority of businesses have not altered their employment levels over the past year

Although slightly more businesses increased staffing levels rather than decreased them, a majority of
businesses (64%), kept their staff numbers the same. (Table 10)

Level of Staff Employed in Bermuda in the Past Year

2014 2015Wavel m2015Wave2 m20l6Wavel m20l6Wave?l2 m 2018
(n=84)  (n=98) {(n=105) (n=220) (n=162) (n=138)
100%
Net Change = 8% of
80% businesses inc:l'eased staffing
|I 54% I|
60% Average
increase
of 20.4% 43%
40% 34% 34% 32% Bverage
decrease
25% of 18.4%
20% 14% 16% 1390 10, 14%
0%

Increased Stayed the same Decreased

Q.10: In the past year has the total number of staff you employ in Bermuda increased, stayed the same, or decreased?
Note: Responses of ‘Don't know/Not sure’ excluded from the calculation of the mean increase % and mean decrease %.
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In addition, the average percentage increase in employment by company (20.4%) was somewhat higher
than the average percentage decrease (18.4%). It should be remembered that these percentage
increases are based on the relatively small average number of full-time employees in the private sector.
(Tables 11a and 11b)

Percentage of Increase in Staff Complement in Past Year
Among Those Who Said Increase in Q.10

2014 2015Wavel m2015Wave? m2016Wavel m2016Wave2 m2018
n=21* n=33* n=29* n=74 n=47*% n=31*
100% . (=217 (n=337) (n=29%) (n=74) (n=47%) (n=31%)
Wave Mean
2014 15.0%
80% 2015 Wave 1 11.2%
2015 Wave 2 14.8%
2016 Wave 1 18.0%
60% 2016 Wave 2 20.4%
2018 20.4% s
™~
3 P =
40% E M = ® om 2
&M .Ea M , ©
~ £ o N = # R g ™
=T o~ R R M = =R
N Segl& o o=xd . Rad 2
20
— % — 2 —
w
g8
0%
Between Between Between 21% Don't know/
1%-5% 6% - 10% 11% - 20% or more Not sure

Q.11a: [IF Q.10 = "INCREASE'] As a percentage, how much has your staff complement increased in the past year? Please use
your best estimate.

*Caution: Small sample size. Note: Responses of 'Don't know/Not sure’ excluded from the calculation of the mean.

Percentage of Decrease in Staff Complement in Past Year
Among Those Who Said Decrease in Q.10

2014 2015Wavel m2015Wave? m2016Wavel m2016Wave2 m2018
n=27* n=14*% n=17* n=29* n=20* n=19*
100% . (=277 (n=14%) (n=17%) (n=29%) (n=20%) (n=19%)
Wave Mean
2014 15.2%
80% 2015 Wave 1 17.8%
2015 Wave 2 9.6%
2016 Wave 1 19.8%
60% 2016 Wave 2 14.7%
18.4%
®
i S o
7)) 5 S
40% ™ m é ® g § ®
m o N 2 =
® & o ¥ F ]
N N B a8 E g
20% i - — =
(=] —
p—1 -
3
0%
Between Between Between 21% Don't know/
1%-5% 6% - 10% 11% - 20% or more Not sure

Q.11b: [IF Q.10 = 'DECREASE’] As a percentage, how much has your staff complement decreased in the past year? Please
use your best estimate.

*Caution: Small sample size. Note: Responses of 'Don't know/Not sure’ excluded from the calculation of the mean.
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Anticipated Change in Staffing Levels

Little change is anticipated in overall employment levels over the next year, although the number of
full-time employees is expected to marginally increase.

Twenty percent of businesses anticipate higher, full-time staffing levels over the next year, however,

15% expect lower staffing levels, and the majority expect no change. (Table 12)

Number of Full-Time Employees
Within the Next 12 Months

2014 2015Wavel m2015Wave2 m2016Wavel ®2016Wave2 m2018
100% (n=84) (n=98) (n=105) (n=220) (n=162) (n=138)
Net Change = 5% Increase
80% |
£ R R o
238258
60% nkd
40% < 2 X 8
~ 9@ m
~ N §
5
20%
£ "
"EERRR
0% e}
Increase Stay the same Decrease Don't know/
Mot sure

Q.12: Do you expect the number of full-time employees (those working 30 hours or more per week) in your organisation to
increase, decrease, or stay the same within the next 12 months?

Expectations are that part-time employment will remain roughly the same over the next 12 months.
(Table 15)

Number of Part-Time Employees
Within the Next 12 Months

2014 2015Wave 1 m2015Wave? mM2016Wavel ®W2016Wave2 m2018
(n=84) (n=98) (n=105) (n=220) (n=182) (n=138)
100% Net Change = 2% Increase
.'l-
[ m
80% ' o
2~ B2 2
2 L 5 e ©
A
60%
40%
i
w
~
20% - 2 § F
2 —
0%
Increase Stay the same Decrease Don't know,/
Mot sure

Q.15: Do you expect the number of part-time employees (these warking less than 30 hours per week) in your erganisation
to increase, decrease, or stay the same within the next 12 months?
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Among those anticipating higher staff levels, the vast majority of businesses expect to hire locally for
new employees.

Eight-in-ten businesses who anticipate hiring more full-time employees in the coming year, expect to hire

in Bermuda for those positions. This is consistent with previous surveys. (Tables 13a-b & 14a-b)

Anticipated Percentage Increase in Full-Time Staff

Mean Score
Among Those Who Said Increase in Q.12
2014 2015Wave 1l m2015Wave2 m2016Wavel m2016Wave2 m2018
(n=14%) (n=23%) (n=27*) (n=62) (n=49*) (n=27%)
100%
88.4%
80.3% 82:3% 81.1% g80.0%
20% 77.9%
60%
40%
19.7% 17,79, 18.9% 20.0% 18 5%
20% 11.6%
0%
Hire locally Hire from overseas

@.13a-b: [IF Q.12 = "INCREASE'] What percentage of full-time staff do you anticipate hiring locally compared to bringing in
expertise you reguire from overseas?
*Caution: Small sample size. Note: Responses of 'Don’t know’ excluded from the calculation of the mean.

Among those anticipating hiring locally, more than eight in ten intend to hire a Bermudian for the

positions available.

Anticipated Percentage of Locally Hired Full-Time Staff

Mean Score
Among Those Who Said Increasein Q.12
2014 2015Wavel m2015Wave2 m2016Wavel m2016Wave2 m2018
(n=14%) (n=19%) (n=24%) (n=50) (n=43*) (n=27%)

100% 93.1%
88.5% gg. 79, 88.3%

83.6% 83.5%
80%
60%
40%
16.4% 16.5%
A% 11.5% 13.3% 11.7%
6.9%
0%
Bermudian Non-Bermudian

Q.14a: [IF Q.12 ="INCREASE' AND Q.13a DOES NOT = 0] And of the full-time staff you anticipate hiring locally, what
percentage will be Bermudian?

Q.14b: [IF Q.12 = "INCREASE' AND Q.13a DOES NOT = 0] And of the full-time staff you anticipate hiring locally, what
percentage will be Non-Bermudian?

*Caoution: Small sample size. Note: Responses of 'Don't know’ excluded from the caleulation of the mean.
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Retail Sales in Bermuda
Monthly retail sales were in overall decline in 2017, but show promise in 2018.

In 2017, despite spikes during the America’s Cup in the spring and at Christmas, the monthly retail sales
index has shown an overall declining trend throughout the year. There were some signs of improvement

in early 2018.2

2017 - 2018 Monthly Retail Sales Index

120.0 117.0

115.8

Source: Bermuda Department of Statistics. Retail Sales Index March 2018, R represents revised.

2 Government of Bermuda Department of Statistics, Monthly Retail Sales Publication, March 2018

© Corporate Research Associates Inc., 2018 Total Research Associates Limited



2018 Business Confidence Index Report 32

Average Wage Increase Granted to Employees in 2017
The average increases in wages in the private sector remain modest.

The average wage increase for the private sector in 2017 was a modest 1.7% (2.9% for those granting a
wage increase). Two-thirds of businesses report no wage increase in 2017 (up five points from 2016).
(Table 16)

Average Wage Increase Percentage

2014 2015Wavel m2015Wave2 m2016Wavel m2016Wave2 m2018
(n=84) (n=98) (n=105) (n=220) (n=162) (n=138)
100%
Wave Mean
2014 1.2%
80% 2015 Wave 1 1.6%
2015 Wave 2 1.4%
2016 Wave 1 2.2% Average
60% s 2016 Wave 2 1.8% increase among
& 2018 1.7% those that gavea
raise = 2.9%
40%
E&
N =]
E * E
i . F § 2 hﬂ
. “
0%

0.1% to 2.5% 2.6% to 9% 10% or more Don't know/
No answer

Q.16: What was the average wage increase granted to your employees by your organisation [2015 Waves: in 20147] [2016
Waves: in 20157] [2018 Wave: in 20177]
Note: Responses of 'Don't know/No answer’ excluded from the calculation of the mean.
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Inflation vs. Wages
Wage increases did not keep pace with inflation.

For 2017, the overall average wage increase was marginally lower than inflation (1.7% overall average

increase — with a 2.9% average among those offering raises — compared with 1.9% inflation).3

Inflation
2009 - 2017
5.0% -
4.0%
30% = 2'7%

2.0%

1.0%

0.0%

2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: Bermuda Department of Statistics.

3 Bermuda Government Department of Statistics, Consumer Price Index December 2017
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Anticipated Wage Increase

There is a modest increase in average wages expected for the coming year.

The upward trend in anticipated wage increases has come to an end, with expected increases dipping

from 2.1% in 2016 to 1.6% currently (2.7% for those expecting to increase wages). Three in ten

businesses expect no increase at all in the coming year. (Table 17)

Anticipated Average Wage Increase Next Year

2015Wavel m2015Wavel m20leWavel m20l6Wave2 m2018

(n=98) (n=103) (n=220)
100%
Wave Mean
80% 2015 Wave 1 1.5%
2015 Wave 2 1.6%
2016 Wave 1 1.8%
2016 Wave 2 2.1%
60% 2018 1.6%
40% - 2 R @ R
AMG e m ¥
= ® R R §
20% S5h
0%

0% 0.1% to 2.5%

2.6% to 5%

12%

(n=162) (n=138)

Average
increase among
those

anticipating a

raise = 2.7%
2R o
B D ®E &
~N ™ g o §
2o B § 23
C O il |
More than 5% Don't know/
No answer

0.17: What do you anticipate the average wage increase will be [2015 Waves: for 20157] [2016 Waves: for 20167?] [2018
Wave: for 20177?] Note: Responses of 'Don't know/No answer’ excluded from the calculation of the mean.
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Non-advertised Job Applications
Metrics are at record lows for the number of businesses seeing applicants for non-advertised jobs

The number of unsolicited applications continues to decline and is now at its lowest point (30%) since

2014. (Table 18)

Received an Increased Number of Applications
for Jobs Not Advertised or Posted?

2014 2015Wavel m2015Wave2 m2016Wavel m2016Wavel m2018

(n=84)  (n=98) (n=105) (n=220) (n=162) (n=138)
100%
80%

65%
60% 59%
40%
20% 17%
’ 119% 12% 12% g1 00
0%

Yes No Don't know/Not sure

Q.18: In the past year, have you received an increased number of applications for jobs that have not been advertised or posted?
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Organisations’ Revenue in the Past Year
A rising number of businesses report declining revenues over the past year.

One-third of businesses report increased revenue over the past year (down from 40% in 2016), while
three in ten report decreased revenues (up from 20%). Another one-third say their revenues stayed the
same. Declining revenue growth supports other data in this survey pointing to a slowing Bermuda

economy. (Table 20)

Organisation’s Revenue in the Past 12 Months

2014 2015Wavel m2015Wave2 m20l6Wavel m20l6Wave2 m2018

(n=84)  (n=98) (n=105) (n=220) (n=162) (n=138)
100%
80% -

Net Change = 5% Increase
|!.
60% - I'
42%
or 40% 40% 0, 40%
40% - 38% 359 38% 359 38%
33% 33%32% o 30%

24% 26% L 28%
20% -
0%

Increased Stayed the same Decreased

Q.20: In the past year have your organisation’s revenue increased, stayed the same, or decreased?
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The picture is more stable in terms of revenues generated specifically from operations in Bermuda. Six in
ten businesses report that domestically-generated revenues remained the same over the past year.

Three in ten say revenues increased, while more than one in ten say revenues decreased. (Table 26)

Revenue Generated from Operations in Bermuda

Among Those Whose Organisation Operates in Both Bermuda and Overseas

2014 2015Wave 1 m2015Wave2 m2016Wavel m2016Wave2 m2018
100% (n=18%) (n=25%) (n=26%) (n=80) (n=41%) (n=44%)
80% Net Change = 13% Increase
|!.
59%
60% 52% 5096 54%
44% 43%

40%

28% 28%
20% 15% 14%

0%
Increased Stayed the same Decreased

Q.26: [IF Q.A ='BOTH BERMUDA AND OVERSEAS'] In the past year, has the amount of revenue generated from operations
in Bermuda increased, stayed the same or decreased? *Caution: Small sample size.
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Organisations’ Revenue in Next 12 Months
There is significant pessimism regarding the coming year’s revenues.

Unlike the optimism of 2016, only three out of ten businesses expect higher revenues in the coming 12
months. One-half expect revenues to remain the same, while one-quarter anticipate revenues to drop.
These are the most pessimistic sentiments regarding future revenues, since the initial 2014 study. (Table
21)

Organisation’s Revenue in the Next 12 Months

2014 2015Wavel m2015Wave2 m20l16Wavel m2016Wave2 m2018

(n=84)  (n=98) (n=105) (n=220) (n=162) (n=138)
100%
Net Change = 5% Increase
.t.__
80% -
64%
60% - 29
- 49%
a0y - 38%
23%
20% -
10% 12%
6%
0%
Increase Stay the same Decrease

0.21: In the next 12 months do you anticipate that your organisation’s revenue will increase, stay the same, or decrease?
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Importation of Goods for Re-Sale in Bermuda
A majority of Bermuda businesses do not import goods for resale.

Only a third of businesses import goods for re-sale on the Island, the same as in 2016. (Table 22)

Company Imports Goods For Re-Sale in Bermuda?

2014 m2015Wavel m2015Wavel? m20l6Wavel m2016Wave2l m2018
(n=84) (n=98) (n=105) (n=220) (n=162) (n=138)

100%

80% -

67%
63% 63% _ 65%

60% - 57%
52%
48%

43%
| 37% 37%
40% 6 239 35%

20% -

0% -
Yes No

Q.22: Does your company import goods for re-sale in Bermuda?
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There is a downward trend in the percentage of Bermuda businesses importing goods for sale.

Among those businesses importing goods for sale, four in ten are importing more (down 10 points from
2016), while three in ten are importing less (up 18 points). The large jump in those importing fewer

goods is likely a sign of a deteriorating Island economy. (Tables 23 & 24)

Amount of Importing in the Past Year by Organisation

Among Those Organisations who Import Goods for Re-sale in Bermuda

2014 2015Wavel wm2015Wavel2 m20l6Wavel m20l6Wavel w2018

(n=44*%)  (n=42%) (n=39*) (n=82) (n=54*) (n=48*)
100%
80%
60% 529%

48% 469 48%
40% 39%
40% 36% 38% 36%
33% 34% 319% 31% 31%
18%

" m ﬁ“
0% -

More The same Less

Q.23: [IF Q22 = "YES'] In the past year has your organisation imported more, the same or less than in the past?
*Caution: Small sample size.

Expectations are to continue importing less in the coming year as well.

Amount of Importing in the Next 12 Months by Organisation

Among Those Organisations who Import Goods for Re-sale in Bermuda

2014 2015Wave 1 m2015Wave2 m2016Wavel m2016Wave?2 m2018
(n=44*)  (n=42%) (n=39%) (n=82) (n=54*) (n=48*)
100%
80%
61%
60% 56%
40% 10% i
27%
20%
11% 10% 8% 11%
2%
0%

More The same Less

0.24: [IF Q22 = 'YES'] In the next 12 months do you anticipate that your organisation will import more, the same or less
than this year? *Coution: Small sample size.
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Anticipated Change in Value of Local Goods/Services
A majority of businesses do not expect to purchase more local goods and services in the coming year.

More than half of private enterprises expect the value of goods and services they buy locally will not
change in the coming year. The number expecting to increase purchases has fallen dramatically from
2016 (29%, down 20 points), while the number expecting to purchase less has risen (14%, up 7 points).
(Table 25)

Value of Goods/Services Purchased Locally
in the Next 12 Months

2014 2015Wavel m2015Wave2 m2016Wavel m20l16Wave2 m2018

(n=84)  (n=98) (n=105) (n=220) (n=162) (n=138)

100%

80%

60% 57% 56% 57%

49% 52% w1 0%
45% 439 44%
39%
40% - 339
29%
20% - 14%
10%

3% 5% u% el

0% - - m—

Increase Stay the same Decrease

Q.25: In the next 12 months, do you think the value of the goods/services you purchase locally will increase, stay the same
or decrease?
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Profile of Participating Organisations
The private sector in Bermuda is made up primarily of SMEs.

Small and medium size businesses continue to dominate the Bermuda economy, accounting for nearly

70% of the private sector. (Table 36)

Description of Business
W 2016 Wavel m2016 Wave2 ® 2018

100% (n=220) (n=162) (n=137)
80%
60%
40%
20% 15% 4507 T 16%
0% - I
Small Medium Large International Other
business business business business/
Bermuda
subsidiary

Q.36: Which of the following best describes your business? Note: Question added 2016 Wave 1.
One respondent did not provide an answer for this question in 2018.
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Survey Methodology
Questionnaire Design

This survey represents the sixth iteration of the study which was first commissioned in 2014. The survey
questions were based on the 2014 survey design, with the survey being virtually identical to the
previous versions used in 2015 and 2016, save for a few questions added or subtracted. The survey was
designed to ensure all responses were provided anonymously so none of the information collected

could be linked to any individual.
The Bermuda Business Confidence Index

The Bermuda Business Confidence Index is derived from a series of nine questions related to the
perceived state of Bermuda’s economy, organisations’ economic situation, and organisations’ revenue
trends. The Index takes into account Bermuda business leaders’ assessments of economic conditions at
the present time as well as the outlook for the upcoming year. The Index was set at a benchmark of 100
in 2014, and as such, results from this year’s study, and all subsequent reporting of the BCl are
measured relative to this benchmark. More specifically, the calculation is based on positive or neutral
responses (namely, better or about the same; increase or stay the same; 6 to 10 confidence scale),

excluding negative responses (worse; decrease; 1-5) for each evaluation.
Survey Administration

This economic metric represents both international and domestic companies from all major sectors of
the economy including communications, transportation, retail, tourism, professional services, and
finance, among others. In total, 138 surveys were completed between April 18 and May 24, 2018. In
addition to direct invitations to panel members, the Bermuda Chamber of Commerce (BCC), and the
Bermuda Economic Development Corporation (BEDC) invited their memberships to take part in the

survey.

The median time required to complete the survey was 16.6 minutes. Appended to the report is a copy of

the survey questionnaire (Appendix A), as well as the detailed data tables (Appendix B).
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