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The Royal Monetary Authority of Bhutan is pleased to publish its Annual Report 2019. The Report 

highlights (i) Recent macroeconomic developments, (ii) Medium term economic growth prospects 

(iii) RMA’s interventions (iv) Medium term challenges and (v) Research and empirical studies on 

selected macroeconomic issues. 

 

His Excellency the Prime Minister of Bhutan, Dr. Lotay Tshering, launched the Annual Report 

2019, followed by a presentation on the key highlights by the RMA Governor. Members of 

Parliament including the Speaker, Chairperson of the National Council, Opposition Leader and 

members of the Economic and Finance Committee of the National Assembly and the Economic 

Affairs Committee of the National Council were present along with representatives from the 

financial sector. This is the first time that the RMA has marked the release of its Annual Report in 

this manner, recognizing the importance of creating awareness on the country’s macroeconomic 

situation and engaging with important stakeholders.   

 

(i) Recent macroeconomic developments 

The slowdown in economic growth to a 4-year low of 3.03 percent in 2018 was largely driven by 

drop in public investment and decline in hydro-electricity production with subsequent impact on 

domestic savings and investment. Government expenditure and hydropower have traditionally 

been two important drivers of the economy. However, in 2018, the reduction in capital expenditure 

in the interim budget during the transition period between the two Governments along with decline 

in hydropower investment as well as reduced hydropower production contributed to the economic 

slowdown. 



The increase in domestic credit has sustained the economy in 2018. Driven by growth in tourism 

and increased domestic credit financing, trade and restaurant, transport and communication, and 

financial activities as well as housing all increased in 2018. The agriculture sector saw good growth 

because of targeted policy interventions undertaken in the recent past.    

Increase in domestic credit has also been accompanied by an increase in non-performing loans 

(NPLs) driven by the service and tourism sector and the trade and commerce sector. While being 

vigilant of the systemic risk in the financial sector, the RMA strengthened both micro and macro 

prudential regulations and is in the pursuit of implementing risk-based supervision in the near term. 

Inflation rose moderately to 2.7 percent in June 2019 from 2.6 percent in June 2018. Unlike in the 

past, the modest rise in price level was fueled by underlying demand pressure on non-tradable 

goods owing to increasing house rent and transportation prices. On the other hand, decelerating 

inflation in India subdued imported inflation, which constitutes more than 52 percent of the 

consumer basket.  

On the fiscal front, the overall budget deficit as of March 2019 stood at Nu 3.8 billion. The decline 

in resources was mainly due to weakening domestic revenue collection from GST implementation 

in India and decline in external grants. The pace of public debt accumulation (classified as hydro 

and non-hydro debt) accelerated marginally to Nu 184.18 billion. However, their relative share in 

terms of GDP decreased by 4 percent respectively.  

Despite accommodative economic policies, external imbalances in terms of current account deficit 

further increased to 24.5 percent of GDP in FY 2018/19. Widening of current account imbalances 

is primarily due to fall in the hydropower exports and substantial increase in import of petroleum 

products. However, the gross international reserves remain comfortable at USD 1.1 billion, 

adequate to finance 13 months of merchandise imports and 22 months of essential imports.  

 

(ii) Medium term growth prospects  

Although the global financial markets remained volatile in the Emerging Market Economies 

(EMEs), triggered by elevated crude oil prices, trade frictions and currency depreciation, the 

macroeconomic outlook for Bhutan remains favorable over the medium term. The economy is 



projected to grow at 6.4 percent in FY 2019/20, supported by full commissioning of Mangdechhu 

hydropower project. Keeping in view inflationary developments in India, the medium-term 

headline inflation is projected at 5 percent during FY 2019/20, while considering the anticipated 

domestic inflationary pressure from recent revision of civil servant’s salary and rising domestic 

food inflation. Similarly, the fiscal deficit is projected to remain at around 3.0 percent of GDP in 

FY 2019/20, as a result of increase in both capital and current expenditure during the period. The 

external imbalance is anticipated to improve with current account deficit projected to decline to 

14.9 percent of GDP in FY 2019/20 from higher hydropower exports. Development in the 

monetary and credit condition is expected to closely align with the economic outlook over the 

medium term. 

 

(iii) RMA’s interventions 

The RMA under the blessings and guidance of His Majesty the Druk Gyalpo and support from the 

government has embarked on many collaborative efforts and necessary interventions towards 

building a strong and resilient economy. The second conference under the banner BEFIT was 

successfully conducted in 2019. Following BEFIT 2019, works are underway to operationalize 

and strengthen E-commerce, Crowdfunding, Jabchor and Credit Guarantee schemes, which are all 

aimed at supporting entrepreneurship and enhancing alternative means of access to finance.  

Furthermore, the digitalization drive for Bhutan as envisioned by His Majesty has become a 

priority to embrace the growing ICT-based industrial revolution to address new economic 

challenges. Complementing this noble vision and initiatives of the government, the RMA has also 

embarked on digital financial inclusion and digital transformation of the financial sector. Some 

notable initiatives include operationalization of Global Interchange for Financial Transaction 

(GIFT) payment systems to enhance public financial management, which enabled the government 

to shift its payment system to an electronic platform. The RuPay card has also been introduced to 

facilitate Indian and Bhutanese travelers to seamlessly use their cards at the ATMs and PoS 

terminals, promoting cross border transactions and reducing the need for and risk of carrying cash.  

On the policy front, several regulatory and supervisory measures were taken during the year to 

strengthen the soundness of the financial sector. Some of the notable achievements of the recent 

years were formulation and implementation National Financial Inclusion and Financial Literacy 



Strategy, issuance of Crowdfunding Rules and Regulations, Risk Management Guidelines and 

adoption of AML/CFT Act 2018. The Abandoned Property, Penalty and Fund Management Rules 

and Regulations were also rationalized during the review period. 

(iv) Macroeconomic challenges over the medium term 

Economic diversification to boost domestic production and employment generation continues to 

remain a priority over the medium term with renewed emphasis on further strengthening 

entrepreneurship and the CSI sector.  

As envisioned by His Majesty, identifying the long-term economic priorities and developing the 

21st Century Economic Roadmap for Bhutan has become critical. Furthermore, it has become 

imperative to revisit and redefine the roles and responsibilities of all key stakeholders to develop 

a consistent long term 21st Century macroeconomic strategy aimed at attaining equitable and 

inclusive economic development and transformation that are built on well calibrated, coordinated 

and a holistic national approach. 

 

(v) Research and empirical study on selected macroeconomic issues 

In line with the RMA’s vision to be a knowledge-based institution, the Annual Report 2019 makes 

an attempt to publish special research and empirical studies conducted by RMA’s in-house 

researchers. The research topics includes (i) Estimation of Growth-Maximizing Inflation for 

Bhutan: Threshold Inflation (ii) Youth Unemployment and Demographic Dividend (iii) Bhutan’s 

Export Growth Trend and Demand Side Effect (iv) Forecasting Currency in Circulation in Bhutan 

(v) Bhutan’s Bank-Specific Determinants of NPLs (vi) Looking at Credit Concentration from the 

Empirical Lens and (vii) Bhutan’s Terms of Trade. 

For electronic copy of the Annual Report 2019, please visit www.rma.org.bt  
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