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Overview

• The Commonwealth of Dominica’s economy1 re-

bounded strongly from a series of external shocks

including the recessionary effects from the pan-

demic. This was driven by a rebound in accom-

modation and related industries, construction ac-

tivities, and growth in agricultural value added.

However, growth slowed to 3.7 per cent in 2023

with further deceleration estimated at 2.1 per

cent in 2024.

• Despite the slowdown in economic activity, there

was an improvement in the fiscal performance

with the fiscal primary balance moving from a

deficit of 6.2 per cent of GDP in 2023 to a sur-

plus of 2.9 per cent of GDP in 2024, attributed

primarily to lower capital spending rather than

policy action. However, the improvement in the

primary balance is expected to be transient as

major capital projects are implemented. Public

debt has steadily declined from its pandemic peak

(107.7 per cent of GDP in 2021) but remains el-

evated at 93.9 per cent of GDP in 2024 signifi-

cantly above the regional benchmark of 60.0 per

cent

• On the external sector, the current account

deficit, which had been contracting since 2019,

expanded significantly to 33.9 per cent of GDP

in 2023 as elevated imports for the construction

of strategic infrastructural projects outweighed

higher tourism receipts. However, in 2024, the

current account deficit narrowed to 25.7 per cent

of GDP as imports normalized.

• In monetary developments, broad money (M2)

expanded in line with economic expansion while

credit to the private sector increased marginally

but largely concentrated in credit to households.

Financial risk indicators were generally positive,

however, the elevated level of non-performing

loans presents an on-going vulnerability.

1The data presented for 2024 in this report reflect estimates based on data available through September 2024. Readers should note
that these figures are subject to change as more complete data become available. Updated data for 2024 may be accessed via the
statistics page on our website, and readers are encouraged to refer to this resource for the latest information.
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Recent Economic Developments

Real Sector Developments

The Commonwealth of Dominica’s economy recovered

from successive external shocks, including natural dis-

asters and the pandemic induced recession (Box 1).

The economy expanded by 2.1 per cent in 2024, pri-

marily driven by investments in agriculture and large-

scale infrastructural developments, including the con-

struction of an international airport, renewable energy

development and other climate-resilient projects such

as the resilient housing programs.

This moderate growth follows a strong post pandemic

recovery in 2022 and 2023, during which real GDP

growth averaged 10.4 per cent and 3.7 per cent respec-

tively. The earlier rebound was largely driven by a

resurgence in wholesale and retail trade buoyed by in-

creased tourism activity, expansive public investment

projects, and the recovery of both the accommodation

and agricultural industries (Figure 1).

Inflation Developments

After peaking in 2023, inflation, as measured by the

Consumer Price Index, fell to an estimated 2.4 per cent

in 2024, on account of a softening in commodity and

food prices from major trading partners and lower util-

ity cost (Figure 2).

Fiscal Developments

The improvement in the fiscal position2 has been grad-

ual, however public debt has remained well above the

ECCU’s long-term debt anchor of 60 per cent. Follow-

ing repeated primary deficits in the last five years (2019

-2023), the fiscal position moved from a primary deficit

of 6.2 per cent of GDP in 2023 to a primary surplus

of 2.9 per cent of GDP in 2024, reflecting lower capi-

tal spending and higher grant receipts. However, this

improvement in the primary balance is expected to be

short-lived due to increased investment spending (see

Figures 3 and Figure 4).

2The report is written on a calendar year basis, however, the Commonwealth of Dominica’s fiscal year runs from July to June.
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In fiscal year 2024/25, the budgetary allocation for

capital expenditure was $934.9m, which was 33.0 per

cent higher than the $701.6m allocated in Fiscal Year

2023/24, and financed mainly by Citizenship by Invest-

ment flows.

Public debt has fallen by 16.9 percentage points from

its pandemic peak (107.7 per cent in 2021) but remains

elevated at 93.9 per cent of GDP in 2024. Likewise, the

debt service to revenue ratio, which measures the pro-

portion of revenues used to pay debt, remained elevated

at 12.0 per cent in 2024 (Figure 5).

External Developments

The Commonwealth of Dominica has registered per-

sistently large current account deficits since Hurricane

Maria,3 in 2017, mainly due to the immediate fall out
3In 2017, Hurricane Maria devastated the island with an estimated loss and damage of 226 percent of GDP. Reconstruction after

Hurricane Maria included record-high public investment in resilient infrastructure financed, in part, by accumulated CBI revenues
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for the tourism sector and subsequent rebuilding ef-

forts. Since 2019, the current account balance nar-

rowed gradually reaching 26.3 per cent of GDP in 2022

(Figure 6). However, despite growth in tourism re-

ceipts, higher imports associated with the construc-

tion of sizeable infrastructure projects (international

airport) contributed to a widening of the current ac-

count deficit to 33.9 per cent of GDP in 2023. The

deficit is estimated to narrow in 2024 to 25.6 per cent

of GDP with expanded tourism exports, coupled with

the normalization of public investment related imports.

Banking and Monetary Developments

Broad Money (M2) exhibited modest growth broadly

in line with economic activity while credit to the pri-

vate sector remained subdued (Figure 7 and Figure 8).

Since 2021, credit growth in the private sector has av-

eraged 1.8 per cent significantly lagging nominal GDP

growth. This slow growth in credit was partly at-

tributed to banks’ risk aversion on account of growing

levels of NPLs in the post pandemic period. Further,

the composition of private sector credit also highlights

that credit allocation was channeled primarily to house-

holds and disproportionately less to businesses, possi-

bly reflecting lack of bankable projects.

Since the pandemic, banks remained well capitalized

with a high degree of liquidity. Over the 12-month pe-

riod ending December 2024, the capital adequacy ratio
4Commercial banks implemented Basel II/III framework in June 2024.
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(CAR) decreased by 16 percentage points to 11.5 per

cent. This was primarily due to the implementation re-

quirements under the Basel II/III framework4 that re-

quired banks to hold capital for credit, operational and

market risks; however, it remained above the 10.0 per

cent prudential benchmark assigned to the commercial

banks in the Commonwealth of Dominica. NPLs have

declined only gradually and remain elevated at 11.8 per

cent of total loans and advances in 2024, which was

more than double the 5.0 per cent prudential bench-

mark (Table 3).

Outlook and Risks

Outlook

The Commonwealth of Dominica’s economic outlook is

positive. Annual real economic growth is projected to

average 2.8 per cent during 2025 – 2026. This is sup-

ported by investments in agriculture and key infras-

tructural projects– notably the new international air-

port, geothermal power plant, new Marina and a vari-

ety of climate resilient infrastructure and hotel projects

which are expected to boost tourism thereby support-

ing economic growth and improve the current account

balance (Box 2 - Appendix).

However, the medium-term fiscal outlook remains chal-

lenging. Capital expenditures are expected to remain

about 29.0 per cent of GDP in 2025-26 despite CBI

revenues, the primary source of financing of capital

projects, declining from 33.1 per cent of GDP in 2024

to 30.8 per cent of GDP in 2026. Consequently, the

primary balance is projected to deteriorate from a sur-

plus of 1.0 per cent of GDP in 2024 to deficits of 1.8

per cent of GDP and 1.4 per cent of GDP in 2025 and

2026 (Table 4). Public debt is forecasted to remain

elevated and based on current policies the Common-

wealth of Dominica is not likely to achieve the ECCU

long-term debt target by 2035. (Appendix: Box 3 –

DSA Analysis).

Risks

Risks to the outlook remain elevated and tilted to the

downside. Two significant global risks exist (i) rising
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trade protectionism and (ii) an intensification of geopo-

litical conflict. Additionally, the existential threat of

climate change and uncertainty around CBI revenues

also pose a challenge to the Commonwealth of Do-

minica (Table 5).

On the upside, better than expected dividends from

the recently completed airport runway extension, could

boost visitor arrivals with spillover effects in related in-

dustries. While the transition to local geothermal en-

ergy production (completion of geothermal power plant

in 2026) could reduce dependence on fossil fuel imports,

lowering energy costs and contributing to a narrowing

of the current account deficit.

Policy Recommendations

Against this background, the medium-term policy fo-

cus should be on strengthening the fundamentals for

growth, developing strategies and policies to mitigate

the existential risk of climate change, and adopting a
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fiscal framework consistent with positioning the coun-

try on a path to achieve its long-term debt anchor of

60.0 per cent by 2035 as set for the ECCU member

countries.

A core policy objective should be to strengthen

economic growth over the medium-term. This

could be achieved through an integrated set of medium-

term policy actions such as (i) leveraging of infrastruc-

tural investments in tourism to attract private sector in-

vestments (ii) improving the local business environment

to support private investment through the removal of

bureaucratic delays and inefficiencies in the investment

review and approval process. Greater use and adapta-

tion of digitalization can support this thrust as well. In

particular, digitizing the processes for the management

of economic regulations such as permits and registra-

tions required for business investment. Moreover, dig-

itization is not only critical to improve the efficiency

of the public sector but is vital to the modernization

of the country’s services sectors. To support increased

digitization, it will be essential to increase government

spending on skills development particularly training in

digital skills throughout the education system includ-

ing Technical and Vocational Education and Training

(TVET) institutions.

Government should take appropriate steps to es-

tablish a fiscal policy framework in compliance

with its national fiscal rule and consistent with

the long-term regional debt anchor. To achieve

the long-term debt anchor of 60.0 per cent of GDP by

2035, an annual primary balance target of 1.4 per cent

of GDP will be needed (Box 3 - DSA Analysis). The

medium-term fiscal strategy would also need to build

critical buffers to self-insure against disaster risks, and

reduce debt vulnerabilities . In addition, the strat-

egy should be underpinned by measures to broaden the

non-CBI revenue base by strengthening tax adminis-

tration and compliance. On the expenditure side, there

should be rationalization of spending alongside proper

sequencing and management of public sector invest-

ments to avoid bunching.

Private sector credit growth serves as a vital

catalyst for robust economic expansion. There-

fore, policies aimed at promoting improvements in ac-

cess to finance for the business sector should be prior-

itized. Such policies should include strengthening the

partnerships with regional institutions such as the East-

ern Caribbean Partial Credit Guarantee Corporation

(ECPCGC) to provide access to finance for the micro,

small and medium enterprise sector on favourable terms

while also safeguarding the commercial banks against

risk of credit defaults.

Credit risk remained the highest current risk in

the commercial banking sector in the Common-

wealth of Dominica. In this regard, banks should

continue to execute NPL reduction plans, which include

strengthening the delinquency management framework

to allow for early detection and remedial actions.

The existential threat posed by climate change

to the macroeconomic and social stability of

small island developing states is particularly

pronounced. The Commonwealth of Dominica’s clas-

sification among the world’s most vulnerable countries

underscores the need for concerted action to implement

robust adaptation and mitigation strategies. In this

regard, it is imperative to advance the objectives of

the National Resilience and Development Strategy 2030

(NRDS), and prioritize the strategic goals and targets

outlined in the Climate Resilience and Recovery Plan

(CRRP) (2020-2030).
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Box 1: Impact of Climatic Shocks

2015 Tropical Storm Erikaa

• Tropical Storm Erika made landfall on 27th August 2015.

• The economic impact was estimated at EC$ 1.3 billion amounting to 90 per cent of GDP.

• The storm resulted in 11 deaths; damaged 11 per cent of buildings and 10 per cent of crops.

2017 Hurricane Maria

• Hurricane Maria made landfall on the southwest coast of the Commonwealth of Dominica on 18
September 2017 as a Category 5 storm, with sustained wind speeds of 220 mph.

• The impact was estimated at EC$ 3.54 billion (US$1.3 billion), amounting to 226 per cent GDP.

• 80 per cent of the population (65,000 people) was directly affected and resulted in 65 deaths.

• More than 90 per cent of the housing stock were damaged or destroyed and 90 per cent of crops and
livestock were lost. Power and water supplies were disrupted for months, and telecommunications
systems in some areas took over one year to restore.

aSource: Dominica Climate Resilience Recovery Plan (2020-2030)
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Box 2: The Commonwealth of Dominica’s Major Infrastructural
Projects

International Airport- expected completion date end 2027. The estimated cost of the project is EC$1
billion. Project is fully financed by CBI. a

Cabrits Marina – expected completion date end 2026. The estimated cost of the project is EC$201 million.
Project is fully financed by CBI.

Aerial Tram Project – expected completion date end 2026. The project is a joint venture between a
private investor and the government. The project is financed, in part, by CBI.

Tourism Reception Facility: This project is valued at EC$1.7 million and will be finance by loan secured
from the CARICOM Development Fund (CDF).

Cruise Village: Preparatory work has commenced by a private developer. The expected completion date
unclear.

Geothermal Power plant: expected completion date is end 2026. The project is a BOLT arrangement
with Ormat Technologies Inc. Government will also provide some financing (via loan funds).

Transmission Network (Phase I): estimated cost of EC$216 million. The project is financed, in part,
by a World Bank loan amounting to EC$103.9 million.

Roseau Enhancement Project: This project is financed by a concessional loan valued at EC$ 111 million
secured from the Saudi Fund.

Modern Cargo Port: This project is in its early stage of development. Government is in the process of
securing funding for the project.

CBI Funded Hotel Projects including (Oceans Edge & Sanctuary Rainforest Eco Resort & Spa).
aSource: Budget Speech (various years), Commonwealth of Dominica Investment Unit, Office of the Prime Minister Overview

(Volumes I and II)
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Box 3: Debt Sustainability Analysis (Commonwealth of Dominica)

The COVID-19 pandemic compounded preexisting debt sustainability challenges, as the economy was still
recovering from successive natural disaster shocks in 2015 and 2017. Public debt peaked at 107.7 per cent
of GDP in 2021 and remained above the benchmark for a protracted period reaching 93.9 per cent by end
2024. Based on the debt sustainability analysis, under the baseline scenario (Table A1), Commonwealth of
Dominica’s public debt to GDP ratio is projected to follow a downward trajectory but the authorities are
projected to miss the fiscal objectives set forth by the national fiscal rule. Specifically, the primary balance
in 2026 is expected to fall short of the minimum 2.0 per cent of GDP target by 3.4 percentage points and
public debt is expected to exceed the 60.0 per cent to GDP threshold in 2035 by 14.6 percentage points.
The main contributors to debt reduction are the impact of growth in real GDP, which averages 2.1 per cent
as well as interest rate, which average -0.02 per cent over the period (Table A2).

The key assumption driving this outcome is that real GDP growth will average 2.8 per cent over the period
2025 – 2026 and then converge to a long run average of 2.5 per cent thereafter. The average effective interest
rate for public sector debt is estimated at 2.4 per cent and the government is expected to generate primary
deficits over the medium term (2025 – 2027) in line with capital spending. Thereafter, the primary balance is
expected to gradually improve moving to a surplus in 2031. Stress tests were done to estimate the impact of
a one-standard-deviation shock to the primary balance, real GDP growth, and the real interest rate during
the second and third years of projections. Under all these scenarios, debt would continue to be above the
target by 2035.

The Common-
wealth of Dominica
has a debt target
of 60 per cent
by 2035, in ac-
cordance with
the revised fiscal
anchor prescribed
by the ECCU
Monetary Council.
However, based on
the baseline, the
country will not
achieve this target
by the recom-
mended timeline.

Based on current macro-fiscal assumptions, under the constant primary balance scenario, the authority
would be required to achieve and maintain at minimum a primary surplus of 1.4 per cent of GDP by 2027.

Conclusion The Commonwealth of Dominica’s debt-to-GDP is on a modest downward trajectory reaching
74.6 per cent by 2035 under the Baseline Scenario –this is supported mainly by real GDP growth and low
interest rates. Further, the probability that debt ratio will be below the target in 2035 is estimated to be
29.5 per cent. While the debt to GDP ratio is on a downward trend, it remains uncomfortably elevated. As
a result, robust fiscal consolidation is necessary to bring the debt to GDP ratio in line with the fiscal anchor.
Under the constant primary balance scenario, the primary balance that would allow the country to reach
the debt target would be 1.4 per cent of GDP.
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Selected Economic Indicators
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