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1. Introduction

1.1 Mr. Speaker, I rise to move the motion for the approval of the Estimates of the
Public Sector and the Budget for the Financial Year 2019, and in doing so, I wish to
indicate that Cabinet has recommended that the National Assembly proceed upon this
motion, pursuant to Article 171 Paragraph 2 of the Constitution of the Co-operative

Republic of Guyana.

1.2 Mr. Speaker, it is my distinct honour to be able to deliver Budget 2019, the fifth
and penultimate budget of this Administration’s first term in Government. Today
presents us with yet another opportunity to highlight our successes and achievements as
a Government — a Government that is dedicated to the overall improvement in the
quality of life of our people, as represented by a budget that guarantees equality and
inclusivity in resource allocation for all Guyanese. Also, Mr. Speaker, this budget is the
third to be presented to this House before the start of the Financial Year. The benefits of
these early presentations have been evident in the ability of managers to execute their
projects and programmes over the twelve month planning horizon, instead of the

truncated year that had become the norm in the not too distant past.

1.3  Mr. Speaker, Year 2019 holds special significance for us from at least three
standpoints. First, it is the year preceding the year of observance of the Golden Jubilee
of the Republic. As such, preparations will begin during 2019 to ensure that this
auspicious occasion is celebrated fittingly, in February 2020, when we would get
another opportunity to reflect on our journey as a nation, our achievements, our hopes

and our aspirations.

1.4  Second, Mr. Speaker, Year 2019 is the year preceding the year when General and
Regional Elections are constitutionally due. In recognition of this, the budget of the
Guyana Elections Commission (GECOM) has been almost doubled from its 2018
allocation. This is to facilitate early preparations and to ensure the smooth conduct of

these most important elections. From what has been widely considered to be well-



executed Local Government Elections, I am in no doubt that GECOM will be

approaching the task with due diligence and commitment.

1.5  Third, Mr. Speaker, Year 2019 is the year preceding the year of first oil, currently
projected to be in the first quarter of 2020. It is well known that our country is endowed
with an abundance of natural resources, with an extensive tropical forest cover of more
than 87 percent of Guyana’s territory. In spite of these significant assets, economic
growth has been highly volatile, low and uneven over the past decades, with geopolitical
events, natural and man-made disasters, and global commodity price swings being
amongst the contributory factors. In addition, given the economy’s reliance on primary

commodities, there has been little opportunity for diversification.

1.6 Mr. Speaker, discovery of very significant oil reserves has put Guyana at a critical
point in its history, providing us with the opportunity to shift our development path,
modernise our economy and transform the lives of our citizens. We are poised for rapid
economic expansion, and our Government is committed to pursuing economic and

social policies conducive to equitable, sustainable and environmentally-friendly growth.

1.7  We have embarked on a number of initiatives to ensure that we do not squander
these resources. Already we have completed a Green Paper on the management of the
revenues from petroleum and, just one week ago, a Natural Resource Fund Bill was
introduced in this House to assure equitable distribution of national wealth across
generations, among other objectives. Mr. Speaker, these new resources provide a
momentous occasion for us to turn potential to prosperity. We intend to take advantage
of this and will ramp up spending on infrastructure such as roads, bridges, airstrips,
energy and telecommunications, in order to improve and induce domestic and foreign
investment, which is critical to our growth and development prospects. Increased
expenditure on education and healthcare is also projected, so as to ensure qualitative
and quantitative enhancement of our human capital — our country’s most valuable asset.
Further, through appropriate policy measures, we will ensure that the appreciable
economic growth that is expected, is felt at all levels, especially among disadvantaged,

vulnerable and underprivileged groups and communities.
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1.8  Mr. Speaker, in order to capture the full benefit of our new-found wealth, we
must chart a course of development that is diversified, inclusive and sustainable. This is
why we have embarked on the development of the Green State Development Strategy
(GSDS), a comprehensive document of strategic actions, policies, projects and
programmes to guide our development trajectory over the next 20 years. The objective is
broader than Guyana’s past development strategies and captures a more holistic view of
social, economic and environmental well-being, which is in line with the United Nation’s
Sustainable Development Goals (SDGs). In particular, the Strategy aims to foster
sustained economic growth that is low-carbon and climate-resilient, as well as promote
social cohesion, good governance and careful management of our finite natural

resources.

1.9  Mr. Speaker, on the basis of these principles, Budget 2019 has been crafted under
the theme, Transforming the Economy, Empowering People, Building Sustainable
Communities for the Good Life. It signifies a strategic shift in the trajectory of our
development, as we seek to responsibly use the resources from petroleum to shape our
future through investing for growth and creating new industries and jobs. Budget 2019
prioritises institutional strengthening across sectors, including strengthening public
investment management; expanding opportunities for businesses to grow and flourish;
and supporting Government’s green economy initiatives while aiming to support the
development of the non-oil sector. Diversification is the core of what is required to
accomplish these goals and, is even more important in the face of oil, especially to
ensure that the non-oil sector flourishes and thrives, such that when Guyana’s
petroleum reserves are depleted, the country can stand strong on a foundation that is
diversified and resilient. Budget 2019 also zeroes in on the human side of development,
with substantial resources dedicated to uplifting health and education, pure water
supply and sanitation, driving the decent housing agenda, green energy, improving the
drainage and transport networks and youth development, among other areas. All of this
will be done in the context of improved macroeconomic fundamentals and sound public

finances.



1.10 Mr. Speaker, the shaping of this budget benefitted from inputs derived from an
expanded pool of private sector bodies, non-governmental organisations, civic groups
and ordinary citizens. This year, the Minister of Finance undertook several visits to
manufacturing and other firms, to get a first-hand look at their operations and to glean a
better understanding and appreciation of their challenges and difficulties. This budget
benefitted from those interactions and the many suggestions proffered for increasing

production, boosting exports and improving the business and investment climate.



2. Economic Developments in the World Economy

2.1  Mr. Speaker, the pace of expansion in the global economy is expected to remain
steady in 2018, with the International Monetary Fund’s (IMF) World Economic Outlook
(WEO) projecting the global growth rate to be 3.7 percent. The forecast for growth in the
advanced economies is 2.4 percent, in 2018, slightly higher than the 2.3 percent
achieved in 2017. The United States (US) economy is expected to grow by 2.9 percent in
2018, 0.7 percentage points above 2017, and is anticipated to be supported by the pro-
cyclical fiscal stimulus, which is expected to continue supporting private sector activity.
In contrast, economic activity in the euro area, United Kingdom (UK) and Japan is
projected to be less robust, likely the result of weaker-than-expected export growth,

Brexit-related pressures, and high capacity utilisation that restrained further growth in

supply.

2.2  Mr. Speaker, in 2018, emerging and developing economies are projected to grow
by 4.7 percent, or about the same level in 2017. While some economies, such as India,
Brazil and Russia are projected to grow at a faster rate, others, like China, are expecting
slower growth. In China, growth is expected to slow from 6.9 percent in 2017, to 6.6
percent, in 2018, due to weaker external demand and tightening of financial regulations.
The Indian economy is projected to accelerate by 7.3 percent, supported by increased

investment and robust private consumption.

2.3  Mr. Speaker, growth in the Latin American and Caribbean region is expected to
slow marginally to 1.2 percent in 2018, from 1.3 percent, in 2017, weighed down by
escalating trade tensions, tighter financial conditions and volatile commodity markets.
At the sub-regional level, South America is projected to grow by 0.6 percent, slightly
slower than last year. In contrast, tourism-dependent and commodity exporting
economies in the Caribbean (excluding Guyana) are expected to grow by 1.4 percent.
Expansion in the Caribbean region is expected to be led by an expanding tourism sector
that is fuelled by stronger US and global growth. In addition, within the Caribbean
Community (CARICOM), Trinidad and Tobago, Jamaica and Suriname are projected to

grow by 1.0 percent, 1.2 percent and 2.0 percent, respectively, which would be
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supported by higher commodity prices. On the other hand, the Barbados economy is

expected to contract by 0.5 percent.

2.4  Mr. Speaker, Guyana must remain mindful of potential volatility in international
commodity prices, given our reliance and continued vulnerability to prices of key
commodities, including oil. Since the fourth quarter of 2017, commodity prices, by and
large, were higher, before declining in the second and third quarters of 2018, due to a
number of geopolitical and macroeconomic events. In 2018, the prices of agricultural
and several metal and mineral products have declined; however, prices are projected to
be higher, on average, in 2018, when compared with 2017. This is expected to carry over
into 2019, where agricultural prices are projected to increase by approximately 2.0

percent, while metal prices are projected to hold steady.

2.5  Mr. Speaker, the world market price of sugar is expected to increase marginally to
US$0.27 per kilogramme and US$0.28 per kilogramme at the end of 2018, and in 2019,
respectively. The international price of rice (Thai 5%) is anticipated to rise to US$420
per metric tonne at the end of 2018, and to US$422 per metric tonne, in 2019. However,
global rice production is projected to decline towards the end of 2018, and into 2019.
The world market price for timber is expected to increase from its 2018 third quarter
level of US$267 per cubic metre by 1.1 percent, at the end of 2018 and, 3.0 percent in

2019. The increased prices of sugar, rice and timber will be a fillip to local producers.

2.6  The international price of gold is expected to average US$1,259 per troy ounce for
2018, and decline, in 2019, to $1,245 per troy ounce. However, aluminium prices are
projected to rise, marginally, to US$2,129 per metric tonne, in 2019, from the average
price of US$2,122, for 2018. The average price of Brent crude oil is projected at US$72
per barrel and US$74 per barrel in 2018 and 2019, respectively, largely as a result of
production losses in Venezuela, and the pending re-imposition of sanctions on Iran by
the United States. While our bauxite industry will reap the benefits of improved prices,
the increased price of oil will inflate our import bill and the reduction in the gold price

will diminish our export earnings.



2.7  Mr. Speaker, Guyana remains exposed to risks of climate change, volatile
commodity prices, and possible negative regional and international spill-overs. The
growth in the average global temperature is nearing 1 degree Celsius while the trend in
sea level rise is approximately 3 millimetres per year. International spill-overs include
migration flows from Venezuela, tighter monetary policy and tax reform in the US,
heightened protectionist trends, and international trade tensions. As such, we must
continue working to build a more robust and diversified economy; achieve financial

resilience; and foster inclusive growth.

2.8  Against this backdrop, I will now address the performance of the domestic

economy during 2018.



3. Developments in the Domestic Economy in 2018

A. Real Gross Domestic Product

3.1  Mr. Speaker, the target for real growth in the economy for 2018 was 3.8 percent.
At the end of the first quarter, the outlook for the year was revised to 3.4 percent, given
the lower-than-expected performance in gold and sugar. However, by the end of the first
half of the year, economic activity had picked up in several other sectors, resulting in
robust half-year growth of 4.5 percent, and an upward revision of the projected annual
growth rate of 3.7 percent, for 2018. I wish to report that the latest projection for real
growth in the Gross Domestic Product (GDP), for 2018, is 3.4 percent, a significant

improvement on the 2.1 percent recorded in 2017.

B. Sectoral Performance

a. Agriculture, Fishing and Forestry

3.2  Mr. Speaker, in spite of the severe contraction of 25.2 percent in sugar
production, the Agriculture, Fishing and Forestry sector is projected to grow by 1.1
percent, in 2018, better than the 0.4 percent growth recorded in 2017. Solid

performances are expected to be recorded for livestock, other crops, forestry and rice.

3.3  Mr. Speaker, with the Guyana Sugar Corporation (GuySuCo) now charged with
managing the operations of three estates, the viability of our sugar industry has been
given a new opportunity with restructured cost profiles. The ongoing recapitalisation of
the Albion, Blairmont and Uitvlugt Estates, as part of the Sugar Task Force three-year
plan for GuySuCo, is anticipated to result in production in future years rising from a low

of 98,000 tonnes by the end of 2018, to nearly 145,000 tonnes by 2021.

3.4  Mr. Speaker, while the sugar industry endeavours to come to terms with the
reality of operating in the 215t century, the rice industry continues to make

commendable strides. The introduction by the Guyana Rice Development Board
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(GRDB) of a new and higher yielding variety — GRDB 15 — in time for the second crop of
2018, as well as improved practices and domestic prices is expected to result in growth

of 0.2 percent in total production for the year.

3.5  Mr. Speaker, our country, like many others in the CARICOM region, still grapples
with a high food import bill, despite an abundance of fertile soils and water. Farmers
have increased their production of traditional and other non-traditional crops, which
has resulted in the volume of exports of fruits and vegetables expanding by 5.9 percent
at the end of the third quarter, when compared with the same period, in 2017. Growth in
the other crops sector is expected to continue to rise in the last quarter, and annual

growth for 2018 is projected to reach 5.0 percent.

3.6  Mr. Speaker, the livestock sector has rebounded this year, with production as at
the end of June growing by 29.1 percent, when compared with the same period, in 2017.
The absence of chicken shortages, thereby negating the need to issue import licenses
thus far, in 2018, testifies to Guyana being on the right path to self-sufficiency in
chicken production. Higher beef, pork and mutton production, as a result of better
breeds and enhanced practices, also contributed to growth in this sector at mid-year,
and are likely to lead to similar gains in the second half of the year. As such, the

livestock sector is forecasted to grow by 21.1 percent this year.

3.7  Mr. Speaker, the fishing industry saw mixed results at the half year. In spite of
the contraction in output of shrimp, tuna and aquaculture, an expansion in total finfish
production resulted in growth in this sector of 5.6 percent at the end of June. An
increase in the number of artisanal vessels will see finfish production reaching higher
levels in 2018, when compared with the previous year. This performance, however, is
expected to be overshadowed by declines in production in the other categories of fish.

Overall, it is anticipated that this sector will contract by 1.9 percent, in 2018.

3.8  Mr. Speaker, growth in the forestry sector is projected to be a disappointing 0.2
percent, following a promising performance up to September. Poor weather conditions

affecting the transport network and delayed road maintenance served to constrain
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further growth of this sector. In 2017, the forestry sector expanded for the first time
since this Administration took office and revoked some of the lopsided agreements that
allowed for the wanton destruction of our pristine forests. This growth was extended,
into 2018, supported by a number of interventions, including Budget 2018 measures
and the continued partnership with the private sector. Thus, by end-September,

production was 19.3 percent higher than the same period, in 2017.

b. Extractive Industries

3.9  Mr. Speaker, the mining and quarrying sector is projected to contract by 2.3
percent, in 2018, despite remarkable growth expectations for the bauxite and other

mining sub-sectors.

3.10 Mr. Speaker, the expected expansion in the mining sector is anticipated to be
curtailed, in 2018, by a decline in gold declarations by small and medium scale miners,
who accounted for over 64 percent of all declarations, in 2017. As a result, gold
declaration will contract by 13.1 percent, in 2018, despite an expected expansion in the

declarations of large scale miners by 4.3 percent.

3.11 Mr. Speaker, the bauxite industry is projected to grow by 26.3 percent, in 2018.
However, uncertainty still surrounds the fate of Rusal’s operations in Guyana, with the
US extending the sanctions deadline to December 2018. Other mining is also expected
to expand in 2018, by 46.6 percent, driven by growth in the declaration of diamonds,

sand and stone, with the increase in the latter two due to an expansion in construction.
c. Manufacturing

3.12 Mr. Speaker, the manufacturing sector is expected to grow by 0.9 percent, in

2018, driven by a 5.2 percent increase in manufacturing activities outside of rice and

sugar. This outturn is attributable to expected increases in the output of food items,

beverages, building materials, and pharmaceuticals, among others.
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d. Construction

3.13 Mr. Speaker, over the last few years our country’s skyline has evolved
considerably. This is evident by the many developments across the breadth of Guyana.
This year, we expect to continue to see remarkable growth in the construction sector,
driven by both public and private sector investments. By the end of 2018, this sector is

projected to grow by 12 percent.

e. Services

3.14 Mr. Speaker, for yet another year, our services sector is set to expand, this time by
4.1 percent. The 6.2 percent growth in wholesale and retail trade, by the end of 2018,
would be indicative of continued positive consumer sentiment. Additionally, other
service activities are anticipated to increase by 15.0 percent, spurred by increased visitor
arrivals that are linked to events such as national celebrations, sports, conferences,
expositions and petroleum activities. The latter is also expected to be partly responsible

for projected growth of 7.5 percent in rental of dwellings.

C. Balance of Payments

3.15 Mr. Speaker, the deficit on the overall balance of payments is projected to widen
to US$180.7 million at the end of 2018, from a deficit of US$69.5 million at the end of
2017. The current account is expected to deteriorate to a deficit of US$463.8, million in
2018, compared to a deficit of US$297.3 million in the previous year. However, the
capital account is anticipated to strengthen to a higher surplus of US$283.0 million,

from US$228.0 million, over the same period.

3.16 Mr. Speaker, despite positive prospects for net current transfers, the current
account is expected to weaken due to the worsening of the merchandise trade and
services accounts. The position on the merchandise trade account, from a deficit of
US$206.6 million, in 2017, to a higher deficit of US$299.7 million, in 2018, is

anticipated to result from an increase in total payments for merchandise imports,
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together with lower total earnings from merchandise exports. The latter is projected to
decline by 3.1 percent to US$1,392.1 million, largely on account of lower receipts from
gold and sugar exports. The downturn in gold export earnings is anticipated to be as a
result of lower declarations. Lower earnings are also expected from rice exports, which,
together with gold and sugar, will not be offset by receipts from all other exports. Total
import payments are forecasted to grow by 2.9 percent, to US$1,691.8 million, in 2018,
largely due to higher payments for fuel and lubricants, and capital goods. The former is
expected to increase by 5.7 percent, driven by higher prices, while the latter is projected
to grow by 4.3 percent. Total payments for consumption goods imported are also

estimated to increase by 1.7 percent.

3.17 Mr. Speaker, the net services deficit is forecasted to expand to US$453.4 million,
in 2018, from US$372.3 million, in 2017, due to higher deficits on both the factor and
non-factor services accounts. The weakening of the factor services account by US$33.4
million is expected to result from higher payments as compensation to employees as
well as higher interest payments on loans to the public sector, while the worsening of the

non-factor account by US$47.6 million is due to higher freight payments.

3.18 Mr. Speaker, contrary to the two aforementioned components of the current
account, net current transfers are expected to increase to US$289.3 million, in 2018,
from US$281.7 million, in 2017, due to lower outflows of remittances to bank accounts

abroad.

3.19 Mr. Speaker, as previously mentioned, the capital account is anticipated to
further strengthen, in 2018. This will be mainly supported by net medium and long term
capital to the private sector, which is expected to expand to US$209.6 million, in 2018,
from US$159.3 million, in 2017. In addition, net capital to the non-financial public
sector is expected to increase to US$54.0 million, in 2018, from US$43.9 million, in

2017, which is anticipated to be as a result of higher disbursement of loans.
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3.20 The balance of payments deficit will be financed by a drawdown of US$104.1
million on the net foreign assets of the Bank of Guyana, debt relief of US$17.9 million,

and debt forgiveness of US$58.7 million.

D. Monetary Developments

3.21 Mr. Speaker, the supply of money and quasi money is expected to increase by 5.3
percent at the end of 2018. The amount of money in the economy is anticipated to grow
to approximately $386.5 billion, with all monetary aggregates projected to expand, in
2018. Moreover, the level of narrow money is likely to grow by 6.7 percent to $167.9
billion, in 2018, reflecting an expansion in demand deposits and currency in circulation,
of 12.1 percent and 8.6 percent, respectively. In contrast, cashiers’ cheques and
acceptances are forecasted to decline by 54.7 percent. With regard to quasi money, this
aggregate is projected to increase by 4.2 percent to $218.6 billion, mirroring growth in
its two main components: time and savings deposits, of 5.2 percent and 4.0 percent,

respectively.

3.22 Mr. Speaker, net domestic credit is expected to grow by 14.6 percent to $251.2
billion, in 2018. Credit to the agriculture and services sectors is projected to grow by
12.0 percent and 6.1 percent, to $12.7 billion and $69.9 billion, respectively. In contrast,
loans and advances to the mining and quarrying, and manufacturing sectors are
projected to contract by 11.9 percent and 3.7 percent, to $4.7 billion and $23.6 billion,
respectively. On the other hand, credit to households is anticipated to increase by 2.1
percent to $31.1 billion, while real estate mortgage loans are projected to grow faster at
6.6 percent to $83.1 billion, in 2018. Credit instruments such as credit cards are also
anticipated to expand by 3.3 percent to $3.2 billion. The public sector is expected to

remain in a net credit position.
3.23 In 2018, total liquid assets of the commercial banks is projected to increase by 1.9

percent to $114.0 billion; this is 50.8 percent above the minimum required amount, with

treasury bills accounting for 49.3 percent of that total.
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E. Prices and Income

a. Inflation

3.24 Mr. Speaker, the 12-month inflation rate is estimated to increase to 2 percent,

slightly below the projected 2.4 percent.

b. Interest Rates

3.25 Mr. Speaker, the small savings rate stood at 1.04 percent as of October 2018,
declining seven basis points, when compared with December 2017. Similarly,
the weighted average lending rate declined by six basis points to 10.1 percent, over the
same period. While the small savings rate is likely to remain stable,
the weighted average lending rate is expected to decline marginally, towards to end of

2018.

3.26 In addition, at the end of October 2018, the 182-day and 364-day domestic
treasury bill yields decreased to 0.96 percent and 1.14 percent, from 1.11 percent and
1.20 percent, respectively, when compared with December 2017; the 91-day domestic
treasury bill yield remained stable at 1.54 percent. Domestic treasury bill yields were, on
average, lower thus far, in 2018, and are expected to continue trending lower towards

the end of 2018, due to more competitive bidding practices.

c. Exchange Rates

3.27 The Bank of Guyana exchange rate of the Guyana dollar to the US dollar stood at
$208.5, in October 2018, a 1 percent depreciation, when compared with January 2018.
In contrast, the Guyana dollar appreciated against major currencies at commercial
banks over the period. The market mid-rate of the Guyana dollar to the US dollar
remained broadly unchanged at $212.8, in October 2018, when compared with January

2018. However, the Guyana dollar strengthened against the British pound, by 2.3
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percent to reach $270.9, and 