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The Gross Domestic Product (GDP) for Bermuda advanced 9.1% in 2005, 
significantly stronger than the five-year average of 6.9%. Much of the strength in 
the economy was attributable to the ever expanding International Business Sector. 
The level of GDP was estimated at $4,857 million in current dollars translating into 
a GDP per capita of $76,403.   
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Real GDP  
When adjusted for inflation, the level of economic activity or real GDP advanced 
4.6%, an improvement over the 3.5% five-year average (Table 6).  In comparison, 
the United States, which is Bermuda’s largest trading partner for both goods and 
services, registered 3.2% growth in 2005, as their economy experienced a 
deceleration in output compared to 2004.  

 
During the year 2005, the annual rate of inflation for consumers was measured at 
3.1% for the fixed basket of goods and services included in the Consumer Price 
Index (CPI). On the other hand, the implicit price index for GDP which measures 
economy-wide inflation rose 4.3% over the same period (Table 9). Unlike the CPI 
basket, where the basket of goods remains fixed, the implicit price index for GDP 
reflects changing consumption patterns. Therefore, after factoring out economy-
wide inflation, real GDP in constant dollars was estimated at $3,688 million in 
2005. (Table 5) 
 



 

The GDP implicit price index is calculated as current dollar GDP divided by 
constant dollar GDP. This ratio is used to account for the effects of inflation for all 
sectors of the economy, by reflecting the change in the prices of the bundle of 
goods that make up the GDP, as well as the changes to the bundle itself. 
 
Hurricanes propel growth in international sector 
The GDP for the international business sector surpassed the $1 billion mark in 
2005, as output increased 13.9%. Although this is a somewhat slower pace of 
growth than the 17.2% average experienced in the last five years, this sector 
continues to be the largest contributor to the strength in GDP output, accounting 
for nearly one-third of the total increase in 2005.  (Table 3) 
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GDP derived from the international business sector surged 214% since 1996, 
when it was estimated at $338 million; surpassing the increase in total economy-
wide GDP of 80% over the same period. This sector also became the largest 
employer on the Island in 2005 with the addition of a further 139 jobs. Severe 
hurricanes in the United States ignited demand for re-insurance services and were 
responsible for the subsequent increase in insurance start-ups in Bermuda. Almost 
1,200 new international businesses were registered in 2005.   
 
Many local businesses also benefited from the presence of the international 
business sector. Although the international sector is prohibited from selling goods 
and services to residents, local businesses are able to supply them with a broad 
range of professional services and business products. This was reflected in the 
output of the business activities industry, including computer, accounting and legal 
services which grew 12.7%. The output of the financial services industry jumped 
16.9% reflecting strong demand from international businesses and the local 
economy. Loans and advances to clients increased almost $400 million in the past 
year. Providers of telecommunications and internet services reported a 9.5% 
increase in output.  
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Construction buoyed by commercial office space  
Output in the construction industry strengthened 21.3% in 2005, fuelled by demand 
for commercial office space from the financial and international business sectors. 
Demand for construction services was also vibrant in the hotel industry for both 
fractional hotel units such as condominium complexes and standard hotel 
structures. Steady building development of education facilities in both the private 
and public sector also contributed to the buoyant construction activity in 2005.  
Employment levels in the construction industry climbed 8% as 264 new jobs were 
created. The construction industry was the largest contributor to job growth on the 
Island in 2005.  
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Limited rental property supply propels real estate sector  
The real estate sector was the third largest contributor to the strength in total GDP 
as its output increased 10.3%. This level of activity was significantly stronger than 
the average 6.1% growth reported during the five-year period 2001-2005 (Table 2). 
The bulk of the output in this industry was derived from the rental of both 
residential and commercial properties. Limited supplies in both markets continue to 
drive up rental prices.  
 
Store closure hurts retailing 
The output of the retail and wholesale trade industry advanced 4.3% in current 
dollars. However, after adjusting for inflation, the output of this industry fell 2.4%. 
The closure of one of the Island’s largest retailers was a major factor in the 
downturn in the rate of growth for this industry. Additionally,  employment levels in 
this industry were negatively impacted with the loss of 218 jobs. In 2005, domestic 
retail sales for the Island were reported at 7.6%, while overseas spending by 
residents increased 14.0%. 
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Tourism sector recovery continues 
The tourism sector continued to recover from the impact of Hurricane Fabian, 
which hit the Island in September 2003. Total output in current dollars in the hotel 
and restaurant sector fell 4.4% in 2003 and partially recovered in 2004 with a 2.1% 
gain. In 2005, output jumped 12.6%, reflecting the first full-year of operations for 
some of the major resort hotels.  The total number of visitors to the Island 
increased 8.3%, propelled by a 20.1% increase in cruise ship arrivals. This was the 
largest year-over-year growth rate in total tourist arrivals since 1993. Meanwhile, 
the number of visitors arriving by air dropped a fractional 0.7%, reflecting weaker 
arrivals in the second half of 2005 as an active hurricane season in the Atlantic 
kept visitors away. Overall, GDP measured for the hotel and restaurant industry 
accounted for 5.4% of total GDP in 2005 compared to 7.9% in 1996. (Table 4) 
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Strong demand for landscaping services 
The provision of landscaping services is the largest component within the 
agriculture, forestry and fishing industry and was the driver behind the 2.5% 
increase in output. The booming construction industry contributed to the increasing 
demand for landscaping services. In 2005, there were almost 600 individuals 
employed as gardeners on the Island.  Production of field crops declined 8.8% as 
the amount of arable land under production continued to drop.  
 
Fire drives down electricity output 
The electricity and water supply industry was the only sector of the economy to 
report lower output in current dollars in 2005. The generation of electricity 
increased 3.6%; however, costs soared as the major producer of electricity 
experienced a fire, which plunged much of the Island into darkness for three days. 
One of the longest droughts in recent history adversely affected the water supply 
industry as Government imported fresh water for the first time in 15 years. 
 
Other industries 
Output in the public administration sector advanced 7.3%, consistent with the pace 
of growth in the last five years, which averaged 7.4%. The manufacturing sector, 
accounting for only 1.7% of total GDP, advanced 2.7%. The provision of education, 
health and social services increased 6.6% for both the public and private sectors.    
 
  
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Economic Statistics & National Accounts Division 
January 2007  
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