Job losses top 300 but economy likely to weather the storm!

Job losses in Bermuda since August 2008 have topped 300 according to published and unpublished sources.  The majority of these jobs were in the banking and international sectors, which means that their impact on the local economy will certainly be felt.  However, to what degree these impacts will be felt is debatable.  For instance, in July, 2005, landmark retailer Trimingham Brothers closed and with it went some 200 jobs.  While the store itself may have been missed, Bermuda quickly recovered from the job losses.

Further, in 2008, Bermuda’s residents spent a total of $1.2 billion on local goods and services and overseas purchases brought back to the island.  Average employment income in 2008, adjusted for inflation, was approximately $75,000.  This means that unearned income resulting from job losses was approximately $22.5 million.  While this seems like a significant amount, in fact it represents less than 2% of what residents spent in 2008.  In addition, the 300 jobs lost so far represent less than 1% of the 40,000 jobs in Bermuda’s economy.

So it is likely that the effects of the job losses on the economy, so far, may have been minimal.  Given that Bermuda’s tourism season was in the low and shoulder season in the last quarter of 2008 and the first quarter of 2009, gives credence to the low-impact theory.  However, as Bermuda approaches its high tourism season with bookings sagging behind a sluggish 2008, effects of the global economic downturn are likely to be felt more this summer and fall.  So the question on everyone’s mind is exactly what is going to happen in 2009?
In the past we produced forecasts of job trends and have now updated them in light of the current economic picture.  There are two forecasts – the predictive or most likely case, and then there’s the lower limit or the worst-case scenario.  In the predictive forecast for 2009, jobs in Bermuda will fall marginally from 40,068 in 2008 to 40,037, essentially no change (see Table 1 below).  There is some variance between industries with the Finance sector showing the greatest decline (5%) followed by the Real Estate sector (3.4%), but with the Public sector showing an increase of 3.3%.
The lower limit forecast shows a gloomier picture with job losses for 2009 estimated at approximately 3,400 or 8.5% less than current levels.  Using employment income at $75,000 again, income lost through job losses would reach $254 million or 4.3% of the estimated Gross Domestic Product (GDP) for 2009 of $5.86 billion.  Such a scenario would have far reaching effects on Bermuda’s economy.  However, it is also unlikely to come to fruition given that there have been some sprouts of stabilization in the US of late.  In addition, Bermuda’s economy has weathered other storms and its built-in, Teflon-like resilience could help us to pull through once again.  The real outcome for Bermuda may therefore lie closer to the predictive forecast.  The best advice that can be given is similar to that given during approaching hurricanes – hope for the best but be prepared for any eventuality! 
Table 1
Jobs by Industry, 2007-2009

	
	
	
	
	
	
	
	

	
	Actual
	
	
	Predictive^
	
	Lower Limit'
	

	Industry                 Year
	2007
	2008*
	% Change
	2009
	% Change
	2009
	% Change

	Other Community
	2,155
	2,173
	0.8%
	2,161
	-0.6%
	1,735
	-20.2%

	Manufacturing
	935
	935
	0.0%
	905
	-3.2%
	782
	-16.4%

	Hotels
	2,965
	3,046
	2.7%
	2,972
	-2.4%
	2,625
	-13.8%

	Wholesale
	1,517
	1,517
	0.0%
	1,517
	0.0%
	1,321
	-12.9%

	Restaurants
	1,845
	1,864
	1.0%
	1,833
	-1.7%
	1,653
	-11.3%

	Retail
	3,237
	3,197
	-1.2%
	3,160
	-1.2%
	2,839
	-11.2%

	Ag & Fish
	697
	708
	1.6%
	711
	0.4%
	631
	-10.9%

	Construction
	3,544
	3,644
	2.8%
	3,711
	1.8%
	3,248
	-10.9%

	Electricity
	394
	383
	-2.8%
	390
	1.8%
	345
	-9.9%

	Transport & Communications
	2,756
	2,601
	-5.6%
	2,601
	0.0%
	2,419
	-7.0%

	Public Administration
	4,113
	4,223
	2.7%
	4,364
	3.3%
	3,928
	-7.0%

	Business Services
	4,187
	4,217
	0.7%
	4,284
	1.6%
	3,926
	-6.9%

	Education & Health
	3,251
	3,298
	1.4%
	3,357
	1.8%
	3,130
	-5.1%

	Finance
	2,952
	2,998
	1.6%
	2,847
	-5.0%
	2,847
	-5.0%

	Real Estate
	614
	597
	-2.8%
	577
	-3.4%
	577
	-3.4%

	International Companies
	4,689
	4,667
	-0.5%
	4,647
	-0.4%
	4,647
	-0.4%

	Totals
	39,851
	40,068
	0.5%
	40,037
	-0.1%
	36,653
	-8.5%

	*Total jobs for 2008 have been released, as has the total for the Construction, Hotel, Public Administration and Transport industries.  Other industry data for 2008 have been forecasted.

	^The Predictive forecast is generally referred to as the realistic forecast.
	
	
	

	The Lower Limit forecast is sometimes referred to as the 'worst-case' scenario.  For the Finance, Real Estate and International sectors, the lower limit forecasts were used also in the predictive forecast as these results seemed to fit the current climate better. 
	
	

	
	
	
	
	
	
	
	


Technical Details
Data was used from 1978, the year the Employment Survey started, to 2008 to produce the forecasts. The forecasts were produced using the SPSS Statistical Package, Version 16.0.  The software was programmed to select the best model for each industry.  As a result, five forecasting models were used: two ARIMA models, as well as the Brown, Holt and Simple models.  In addition to the predictive forecast, upper and lower confidence limits were also estimated.  Upper limits were not used as it was deemed that the outcomes provided, given the current climate, would have been unrealistic.  The same could be said of the lower limits but these were included to assist businesses and individuals who would want an idea of the worst possible scenario.  For an electronic copy of the technical data, please send an email to info@profilesofbermuda.bm with ‘Technical Data’ as the heading.
(Data Sources: The Bermuda Sun, The Ministry of Finance, The Royal Gazette, The Statistics Department, and information provided by the general public.)
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