


 

Ya, mon, sun shines on Caribbean economies

Islands to form a common market, but political instability remains a concern
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For winter-weary North Americans and Europeans, the Caribbean is a paradise of warm beaches and turquoise waters.

Lately, the island nations have provided an equally inviting economic environment.

Jamaica, for example, is becoming a popular location for global-call-center operations. Trinidad and Tobago, Antigua and Barbuda, and the Dominican Republic en-joyed double-digit gains in gross domestic product between 2005 and 2007.

“The region is poised for strong economic growth,” said Robert Almeida, director of AIC Ltd., a Burlington, Ontario-based investment firm with $10 billion in assets under management.

In May 2006, the federal Overseas Private Investment Corp. loaned AIC $80 million toward building its AIC Caribbean Fund. Fundraising has continued apace, and assets have reached $233 million out of a goal of $400 million.

“There's no shortage of private equity. When was the last time someone presented the opportunity to invest in the Caribbean?” Mr. Almeida said.

There are many drivers for growth, he added. These include baby boomers, who spur devel-opment in retirement homes, extended-stay facilities and cruise ships. Then there's “near shore” outsourcing, especially to English-speaking countries, and domestic security, as a result of the area's proximity to the United States. Other drivers include natural re-sources, such as liquefied natural gas in Trinidad and Tobago, and petroleum in Belize; and ecotourism, notably in Dominica, which is known for its rainforests and volcanoes.

Last year, 13 nations from the Caribbean Community agreed to form the CARICOM Single Market and Economy, the latest phase in the push to create a European Union-inspired regional economy by the end of 2008 among the nations of Antigua and Barbuda, Barbados, Belize, Dominica, Gre-nada, Guyana, Jamaica, Montserrat, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines, Suriname and Trinidad and Tobago.

An outgrowth of CSME efforts is the development of a regional stock exchange, to be called the Car-ibbean Exchange Network. Now nearing completion, the network comprises the exchanges of Barbados, Jamaica, and Trinidad and Tobago. Most technical and operational issues have been worked out and are being finalized by officials, according to Marlene Street-Forrest, general manager of the Jamaica Stock Exchange.

“Institutional investors outside the region have shown keen interest,” she said.

New Orleans brokerage executive Harold Doley III has observed this interest from the United States. Mr. Doley, principal of The Lugano Group Inc., which focuses largely on the Caribbean, organized a roadshow in New York in 2005 for the stock exchanges of Jamaica and Trinidad and Tobago.

“What was so encouraging was who showed up. There were executive and senior vice presidents, many from the large international banks,” Mr. Doley said. “They recommended that the exchanges consolidate, because individually, they were too small for institutional flows.”

The more than 2 million Car-ibbean immigrants in the United States are interested, too. According to the International Monetary Fund in Washington, monetary support (known as remittances) from expatriates constituted 13% of Caribbean GDP in 2002.

“Beyond remittances, the Car-ibbeans in the diaspora have a lot more to invest, but they need a vehicle,” said Dr. Harold Mignott, chairman of the Northeast Region of the Jamaica Diaspora Foundation in Philadelphia. He said there is a demand for Caribbean-based investment vehicles from those with roots there. “They will buy into mutual funds, bond funds.”

Dr. Mignott is one of the organizers of the first Northeast regional Jamaican Diaspora Investment Conference and Trade Expo, to be held Oct. 19 in Hasbrouck Heights, N.J.

“I believe there is an untapped market from [non-Caribbean] U.S. investors, too,” he said. “Because of the lower labor costs and infrastructure that has been built up, there are lower costs of doing business there.”

The risks are considerable, however.

“For the individual investor, I don't see a high demand,” said Daniel Elie, a Haitian-born certified financial planner with Dagel Financial Inc. in Miami who provides fee-only financial planning services.

“It's too aggressive, too risky. There could be a military coup, and there's still a lot of corruption,” Mr. Elie said.

Dr. Mignott conceded, “The cost of energy is a vexing problem, and the population size limits the upside.”

According to a 2007 U.N. report, “Overall, growth rates should drop as the Caribbean economies are by nature highly vulnerable to a deterioration of external conditions.”

Nevertheless, Mr. Almeida said, “there is money here to be made.”

