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Annual Inflation Rate Could Fall to Lowest Level Since 2002!
Bermuda’s rate of inflation, after reaching a nearly two-decade high of 4.8% in 2008, could in fact fall dramatically in 2009.  While in January 2009 the rate increased to 5.2% (our calculations suggest 5.1%) February’s rate fell to 4.4%.  Using standard statistical (time-series modelling) techniques, we anticipate March’s rate coming in at around 3.3%, while April’s rate could in fact fall further to 2.2%.  If this trend holds throughout the year, the annual inflation rate could be as low as 2.4% in 2009.  

A falling inflation rate does not necessarily mean falling prices.  What it means is that the rate that prices are increasing has slowed.  Just as inflation can loosely be termed as too much money chasing too few goods and services, falling inflation rates means less money chasing those goods and services.  If the current economic conditions continue, and our inflation trends hold true, there could be a softening in prices.  And we are beginning to see this happening in the housing and rental markets although food prices continue to increase.

While a lower inflation rate increases the spending power of the consumer, it may not immediately translate to increased spending.  Consumers, seeing prices stabilizing or falling, may hold onto their money in hope of even lower prices, thus slowing an economic recovery.  Retailers, then, will have to give consumers incentives to spend their money, like the Fairmont Group did with their $99 rooms.  And consumers, who can afford them, should take advantage of the bargains while they are available.  

Profiles will continue to update these forecasts as new data becomes available.
Bermuda’s Annual Inflation Rate (2009 Forecasted)
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