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1. BALANCE OF PAYMENTS  

 

1.1 Introduction 
 

The international accounts comprising of the Balance of Payments (BOP) and the 
International Investment Position (IIP) provide useful information for assessing the 
country's economic relations with the rest of the world. 
 
The Balance of Payments (BOP) is the system of accounts that record all economic and 
financial transactions between residents of the Cayman Islands and the rest of the world.  
It is comprised of three (3) accounts:  

(i) the Current Account which captures transactions in trade on goods and 
services, primary income and secondary income (transfers); 

(ii) the Capital Account which records all capital transfers such as grants used for 
physical capital expenditures; and  

(iii) the Financial Account which comprises all types of investment. 
 

A negative balance or a deficit in any of the above accounts indicates that the total inflows 
to residents from non-residents are less than their outflows (payments and lending) to 
non-residents.   

 
The sum of the balances on the Current and Capital Account represents the Net Lending 
(surplus) or Net Borrowing (deficit) by the economy with the rest of the world. 
Conceptually this should be equal to the net balance of the Financial Account. This means 
that the Financial Account measures how the net lending or net borrowing from non-
residents is financed. 

 
The Balance of Payments Manual (BPM6) issued by the International Monetary Fund 
(IMF) states that “the residence of each institution is the economic territory with which it 
has the strongest connection, expressed as its centre of predominant economic interest.” 
Accordingly, residents include (1) individuals who reside or intend to reside in the 
Cayman Islands for one year or more; (2) business enterprises and non-profit 
organizations engaged in significant production of goods or services; and (3) general 
government including operations of the home territory such as consulates and other 
enclaves of foreign governments.  
 
An overview of the key uses of the BOP, along with the compilation approach, can be 
found at www.eso.ky. 
 
Estimates in this Report are based on both survey and non-survey data collated as closely 
as is feasible in a format consistent with the BPM6. The ESO conducted the BOP survey 

http://www.eso.ky/


          BALANCE OF PAYMENTS & INTERNATIONAL INVESTMENT POSITION REPORT 2020  
 

  

9 

 

between April and June 2021. A significant amount of data, particularly on the banking 
and insurance corporations, was sourced from CIMA.   
 
The series can be revised primarily for the following reasons: 

 revisions were made based on new data, correction of errors based on 
respondents’ revisions, compilation errors either in the processing of the data 
or incorrect interpretation of data on the survey forms; reclassification of 
transactions and stock positions and  

 The replacement of previous years’ preliminary estimates with actual data.  
 

 

Table 1. Balance of Payments summary 

 
 

 

1.2 Current Account Balances 
 

The Current Account deficit in 2020 widened by $97.3 million to reach $636.3 million from 
a revised deficit of $539.0 million in 2019.  This emanated mainly from a decline of inflows 
in services, primary income and secondary income receipts.  However, there was an 
increase recorded in the receipts from goods under merchanting. 
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1.2.1. Trade in Goods  

 

The goods deficit contracted in 2020 to $517.6 million, down from a deficit of $748.0 
million in 2019 (see table 1).  The $230.4 million improvement in the goods deficit was 
attributed to the increase in total exports of goods under merchanting along with the 
decline in imports. 
 
The total value of  merchandise goods exported, mainly re-exports, along with net goods 
sold under merchanting in 2020 grew by $148.5 million to $510.3 million in 2020, of which 
goods under merchanting grew by $173.1 million to $491.5 million.   
 
The total value of goods imported (f.o.b)  in the Cayman Islands fell by 81.9 million to 
reach $1,027.9  in 2020. This decline was driven by the fall in the value of non-petroleum 
products (mainly beverags and tobacco, crude materials inedible except fuels, machinery 
and transport equipment and food and live animals). Additionally, petroleum and 
related products also recorded a significant decline. 
 
1.2.2 Trade in Services 

 

The services sector recorded a 
decline in net receipts of $495.4 
million in 2020, to reach a surplus 
of $1,471.3 million compared to 
$1,966.6 million in 2019.   Receipts 
of services were $2,532.9 million in 
2020, which was $609.5 million 
lower than the corresspnding 
amount in 2019.  The decline in 
receipts from transactions in 
services was driven primarily by 
the fall in travel, transport and financial services.  (See Table 2a).  
 
Payments for services  also declined slightly by $114.1 million to reach $1,061.7 million in 
2020. This was primarily due to decreases in payments for transportation, travel and 
financial services during the year.  
 
The receipts from transactions in services fell by 19.4 percent primarily from the declined 
inflows from travel, transportation and financial services (See Graph 1 and Table 2a).  
 
The trade in services comprises the following: 
 
 
 

Graph 1: Balance of trade in services (CI$ M) 



          BALANCE OF PAYMENTS & INTERNATIONAL INVESTMENT POSITION REPORT 2020  
 

  

11 

 

Travel 
The global measures in containing the coronavirus pandemic, had a significant impact on 
the travel sub-account. Travel comprises earnings from visitors for both business and 
personal purposes1. The year 2020 saw one of the largest decline in the net earning of 
travel of $489.9 million, over the last year.  Net earnings from personal travel fell by $459.4 
million to $79.2 million while net earnings from business travel fell by 81.2 percent to $7.1 
million. 
 
Receipts from travel, fell by 72.7 percent to $209.0 million, largely reflecting the significant 
decline in both the stayover and cruiseship visitors. Additionally, residents expenditure 
on international travel also decreased largely due to the restrictions on travelling abroad 
from the Cayman Islands.  
 
Insurance 
There was a net surplus of $226.9 million for 2020, which represented a 2.3 percent growth 
over the surplus of $221.7 million recorded in 2019. This was due primarily to the larger 
receipts for reinsurance and auxiliary insurance services.  
 
Financial services (excluding insurance) 
The net surplus for financial services in 2020 fell by $56.5 million (or 5.9%) to $893.7 
million. 
 
Receipts for financial services declined by $80.1 million to setlle at $1,063.5 million, 
compared to $1,143.6 million recorded in 2019. This reduction was due to lower receipts 
for financial intermediary services indirectly measured (FISIM) despite the small increase 
for explicitly charged financial services of $1.7 million. 
 
Payments for financial services to non-residents reflected a decline of $23.6 million to 
record total payments of $169.8 million in 2020. Explicitly charged financial services fell 
by $25.7 million to settle at $86.5 million, while FISIM increased by $2.1 million. 
 
Other business services. The net surplus for other business services improved by $31.5 
million (8.1%) to $422.3 million in 2020.  This performance was attributed to the increase 
in receipts of accounting and other business services, n.i.e. 
 
Transportation 
The net deficit for the transportation services contracted in 2020, to record a deficit of 
$54.5 million, down from the $61.9 million recorded in 2019. This was driven primarily 
by the decline in air passengers for both rececipts and payments, largely reflecting the 
impact of the Covid-19 pandemic on travel. 
 

                                                 
1 Travel receipts for personal purpose includes health and education purposes.  
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Telecommunications, computer and information services 
The net payments for telecommunications, computer and information services increased 
by $9.1 million to $42.5 million. This outturn resulted from the increased payments of 
$10.6 million for computer and information services. Additionally, there was a slight 
decrease of 6.1 percent in the payment for telecommunications services. Receipts for 
telecommunications, computers and information services grew slightly by $0.8 million 
with telecommunications recording an increase of $0.7 million.  
 
1.2.3 Primary Income Transactions 

 

The primary income sub-account is comprised of compensation of employees, 
investment income, and other primary income. In 2020, total primary income inflows 
stood at $1,731.0 million, while outflows fell by 39.8 percent to settle at $2,937.5 
million. This reflected a net outflow of $1,206.5 million in 2020. 
 
Direct investment income, which represents investments or ownership 10 percent or 
more, had a reduced deficit to $1,296.5 million in 2020 , from a deficit of $2,154.1 million 
in 2019. This change was due to decreased transactions in reinvested earnings for the 
year. In contrast, direct investment income receipts fell in 2020, reflecting lower dividend 
receipts, net losses and smaller interest payment to direct investment enterprises. 

 
Portfolio investment income, which represents investments or ownership of less than 10 
percent, recorded a net inflow of $189.8 million in 2020, a decline of $838.6 million. This 
developed mostly from the lower interest receipts on debt securities held. 
 
The deficit on the Other investment income sub-account moved from $117.1 million in 
2019 to a deficit of 70.0 million in 2020. This performance reflected both smaller interest 
receipts and payments by banks in 2020.  
 
1.2.4 Secondary Income Transactions (Current Transfers) 

  

The secondary income account records personal transfers, and other current transfers by 
the government, financial corporations, households and non-profit institutions serving 
households. The net outflows in the secondary income account contracted by $92.5 
million (19.4%) to reach a net payment of $383.5 million in 2020.  
 
Outflows from secondary income sources were largely on account of the 1.8 percent 
reduction in payments of taxes on income, wealth, etc. to non-residents. However, there 
was also a decrease in funds for payments for personal transfers (remittances) which fell 
slightly by 0.9 percent ($3.2 million) to settle at  $367.1 million in 2020. 
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Graph 4: Current Account receipts (% share to Total Receipt) 

Graph 2: Current Account historical growth (% chg) Graph 3: Current Account balance (% of GDP) 
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Table 2a: Balance of Payments  

 

 
 
 

 
*GDP at current (purchasers) prices 
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Table 2b: Balance of Payments* 

 

 
* Notes: Net borrowing means foreign residents are net suppliers of funds to Cayman residents.Net lending or net borrowing can be computed from Current and 

Capital Account transactions or from Financial Account transactions. Unobserved flows (statistical discrepancy) are equal to the difference between the sum of the 
Current and Capital Accounts and the Financial Account. 
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1.3 Capital Account 

In 2020, the capital account recorded a marginal deficit of $1.1 million, up from the $0.4 
million in the previous year, due to the receipt of a capital-related grant by the public 
sector. 
 

1.4 Financial Account 

The Financial Account records the transactions that give rise to changes in ownership of 
financial assets and liabilities between residents of the Cayman Islands and residents of 
the rest of the world. A positive balance of this account corresponds to a lending position, 
while a negative balance corresponds to a borrowing position.  
 
Preliminary estimates indicate that the transactions in the financial account resulted in a 
net borrowing position of $1,477.6 million in 2020. This outturn was due to the net 
incurrence of financial assets declining by $11,931.1  million which was larger than the 
reduction in the net acquisition of financial liabilities of $10,453.5 million. 
  
1.4.1 Direct Investments 

The direct investment account posted a net outflow of $4,866.0 million in 2020, an increase 
from the net outflow of $1,457.4 million recorded in 2019. This was on account of the 
increase in foreign direct investments (net incurrence of liabilities) of the financial sector. 
 
Net acquisition of financial assets recorded $276.5 million largely on account of the 
increase in debt instruments. At the same time, there was a decrease in the holding of 
equity and investment fund shares. 
 
Net incurrence of financial liabilities of direct investments reflected a growth of $5,142.5 
million mainly due to the increase in equity and investment fund shares in 2020. 
 
1.4.2 Portfolio investments 
The portfolio investment account posted a net inflow of $16,356.2 million in 2020, an 
increase from the net inflow of $3,485.9 million recorded in 2019. This performance was 
due to the larger net outflows of debt securities by resident banks abroad, which 
outweighed the corresponding increase in investments by non-residents in the Cayman 
Islands.  
  

1.4.3 Other investments 

Other investment transactions recorded a net financial outflow of $3,821.4 million in 2020 
compared to $4,967.3 million recorded in 2019. This outturn was primarily attributable to 
reduced net inflows transactions in currency and deposits from resident deposit-taking 
institutions which reflected a decline of $8,656.5 million.  
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2. THE INTERNATIONAL INVESTMENT POSITION (IIP) 

 
2.1 Introduction 
The International Investment Position (IIP) is the financial statement that shows the value 
and composition of the stock of Cayman Islands residents’ financial assets abroad, and 
the financial liabilities of Cayman Islands’ residents to the rest of the world at a point in 
time. The IIP shows the financial assets of residents as claims on non-residents and 
foreign claims on Cayman Islands residents as liabilities.  

 
The difference between foreign assets and liabilities is the net external position in the IIP, 
which may be either positive or negative. In other words, Caymans’ net investment 
position is the difference between what Cayman residents own abroad (external assets) 
and what its residents owe (external liabilities) to non-residents.  

 
A positive net position means a net claim on the rest of the world, while a negative net 
position represents a net liability to the rest of the world. 

 
This report presents the IIP at the end of 2016 to 2020 and captures the position of the 
financial assets and liabilities of Cayman Islands’ residents. The series includes data on 
establishments with a physical presence in the Cayman Islands only. The series does not 
include the stock of household foreign assets and liabilities due to lack of source data. 
The series does not fully cover data on funds due to lack of detailed data.  The series is 
subject to revision, depending on the availability of additional and updated data.   
 
2.2 Net International Investment Position Summary  
The International Investment Position (IIP), which is the country’s net asset or liabilities 
with the rest of the world, shows that Cayman Islands’ net external financial position 
stood at $65.2 billion in comparison to the $47.0 billion recorded in 2019. At 2020 year-
end, the Cayman Islands' external financial assets decreased to $146.4 billion while its 
external liabilities was reduced by $27.7 million to $81.3 billion.   
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Table 3a: International Investment Position  
Foreign Assets and Liabilities (by financial instrument) 

 (CI$ Million) 
As at the end of Year  

 
 

1. The series capture data on establishments with a physical presence in the Cayman Islands only. 
2. The series does not include the stock of household foreign assets and liabilities, funds and exempt      
    companies. 
3. NPISH- Non-Profit institutions serving households      
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Table 3b: Cayman Islands’ Net International Investment Position Summary, 
(by functional categories)  

(CI$ Million)  
As at the end of Year 

 
 
2.3   Investments by Functional Category   
 
Direct Investment.  At year-end 2020, residents’ holdings of direct investments abroad (assets) 

stood at 22.1 billion compared to 20.7 billion in 2019.  In contrast, the direct investment liabilities 

(inward investments) stock stood at $25.6 billion, registering a decline of $9.6 billion over the 2019 

period. The direct investment is composed of equity investments and claims and liabilities of 

investors in the Cayman Islands with their foreign affiliates, of which equity investments 

constituted the most substantial portion. 

Portfolio Investment. Cayman Islands’ foreign assets position in portfolio investments stood at 

$40.1 billion in 2020, compared to $38.7 billion in 2019.  The increase was primarily associated 

with an increase in debt securities. 
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Portfolio investment foreign liability in 2020, stood at $3.8 billion compared to $18.7 billion in 

2019, primarily due to the significant reduction in the holdings of debt securities by the deposit-

taking corporations.  

Other Investment. At the end of 2020, the residents’ foreign assets in the form of other 

investments (largely currency & deposits, loans, and accounts receivable) stood at $63.6 billion, 

down from the $64.8 billion registered in 2019. 

The Cayman Islands’ stock of foreign liabilities in other investments fell slightly by $1.1 billion 

and stood at $51.9 billion. This was driven by the drop in loans through deposit taking 

corporations, which was partially offset by an increase in currency and deposits.   

Reserve Assets. In 2020, the Cayman Islands’ gross foreign reserve assets holdings stood at $180.9 
million, showing an increase of $26.4 million.  This was comprised of investments in both 
currency and deposits and debt securities. 
 

 
 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 



          BALANCE OF PAYMENTS & INTERNATIONAL INVESTMENT POSITION REPORT 2020  
 

  

21 

 

APPENDIX 1 - BALANCE OF PAYMENTS AND INTERNATIONAL 
INVESTMENT POSITION TABLES 

A1.1 Balance of Payments 
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A2.1 International Investment Position 
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