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Dear Investors, 

 

On New Year’s Day, the Antillean Fund was 5 years old.  During those 5 years, we have 

turned a dollar into $1.91 with smooth monthly returns which have averaged 1.08%1. 

 

I write to explain why December’s result, at 0.63%1 was lower than we have come to expect. 

 

In December, we booked a reserve of 27 basis points.  That was a 5.7% markdown in the 

value of the 4.7% of our NAV which was late by 30 days or more.  Please read William’s 

note below. 

 

Why this level of reserve? 

At the start of a frontier market fixed income fund, of course one asks how to reserve for late 

maturities.  Our board’s proposal back then was accepted by our auditors and then 

surprisingly, was never needed until now.  It calls for a stepped reserve as maturities get later.  

Of course, reserves can never predict what will happen.  They will always be either an over-

reaction or an under-estimation.  Which of those it turns out to be will be determined by the 

following. 

 

Better late than never 

In our, (William’s) 28 year experience in Cuban fixed income, there are times when trade 

finance instruments are paid late….See his note.  However, the quality Cuban names whose 

risk we take, have displayed discipline in working their way through their payables and 

paying them off.  As a valued creditor, we are in professional conversations, and payments 

are being made to us, albeit late.  A large part of the portfolio is experiencing no delays at all. 

 

Retentions 

As you know, we demand that the exporter who sells us his instrument, keeps an interest in 

the instrument that is subordinated to our interest.  We call that a Retention.  This not only 

shelters us from potentially many months of late payment but motivates the exporter to use 

his influence to get us paid promptly. 

 

Much of the lateness that we are experiencing is covered by retentions.  When those 

payments come late, we are charging money for every day of lateness. 

 

 
1 USD share class 



Risk/Reward 

Stress creates opportunities.  During the fund’s 5 years, we have collected more than 2,700 

trade finance instruments on time or a little late.  None have failed to pay.  This year may not 

be such smooth sailing.  One of our key aims will be to charge appropriately for the risks we 

take and that will mean different and dynamic pricing.  On my regular trips to Cuba over 

these 5 years, I have heard many stories about how the global crisis of 2008/9 created 

wonderful opportunities for those with money, experience and patience.  We have all three.   

 

Our advantages 

William is, of course, hard at work in Havana.  (By the way, fully vaccinated with effective 

Cuban vaccines.)  He has been through this before in his 28 years in Havana.  I believe he 

will spot opportunities and price them correctly in this riskier time. 

 

We benefit from having Caribbean Tulip Finance as our local origination and collection 

partner in Havana.  Their relationships with Cuban banks and their decades-long experience 

making payments in and out of Cuba, will continue to give us the best chance of moving our 

capital through the machinery. 

 

Wood & Company has been managing complex settlements problems in legacy socialist 

systems since I was running the firm 30 years ago.  Paying for new investments and then 

getting paid when they mature, involves choices between banks and payment methods.  

Those banks and methods can change when we see lateness in parts of our portfolio.  Wood 

& Company gives us a great European payments hub. 

 

As Trump’s policies on Cuba slip into the past, as Covid eventually will too, The Antillean 

Fund will continue to be useful to Cuba and to earn a good long-term return for the risks we 

take.  However, please do not expect this year to be the straight-line graph we have grown 

used to.  

 

Yours sincerely, 

 

 
 

Richard Wood 

Director 

 

 

 

 

 

 

See WW’s note below. 
 

 

 



 

From:  William White, 

   Investment Advisor,  

The Higher Ground Antillean Fund 

To:  Fund Investors 

Date:  10 January 2022  
 

 

 

In Q4 2021, Cuba started to show signs of shortages of FX reserves.  So far, this looks similar 

to the experiences of 1992-94, 2001-2, 2008-10, where payments became sticky and slow, 

but were subsequently caught up with.  The experience of the past has been that outright 

defaults have only been suffered by those who slam the door on negotiation and cooperation 

with the debtors. 

 

This shortage of FX reserves has been triggered by the COVID related collapse of tourism 

during 2020 and 2021, and aggravated by the Omicron related disappointment so far of the 

2021/22 high season.  Those added to pain caused by the November 2020 US ban on Western 

Union remittances which disrupted the flow of family remittances, a key part of every 

Caribbean economy.  Remitters needed to seek new banking channels in the face of a general 

reluctance of European banks to transact with Cuba. Combined with the worldwide 

disruption to, and surge in costs of, shipping, Cuba’s GDP fell by 11% in 2020, probably a 

further 2% in 2021, and is unlikely to grow in 2022.  

 

These macro factors have impacted the Antillean Fund in two ways.  First, as we have written 

before, the resulting slowdown in imports has reduced demand for our discounting services, 

(which has had the perhaps fortunate effect of concentrating our portfolio (67% of NAV) in 

two of the country’s top credits, the telephone monopoly and the state reserve bank).  That 

reduced demand has lead to a steady increase in cash balances – now 16% of NAV.  Second, 

during Q4, we have seen delays in payments.  These are of two types.  We are seeing some 

debtor-specific delays from less strong, but smaller, parts of our portfolio. Fortunately, we 

have fulsome retentions of 30% on most of those credits, sufficient to cover our interest for 

up to 15 months of lateness.  However, we are also seeing delays caused by liquidity 

shortages in the banking system (maturities paid by a strong debtor but transfer to Prague 

being delayed by the Cuban bank).  At year end, EUR1million of normal foreign transfer 

requests made by us was more than 30 days old.  Although the amount is small, it is a big 

change from the prompt bank performance that we have enjoyed until now.  Transfers 

continue to trickle through since year end. 

 

For 2022, we foresee debtor specific delays continuing during H1 2022 but being settled 

during 2H 2022 and the liquidity delays worsening to 60 days of lateness during H1 2022 and 

reducing to zero by the year end.   

 

Our portfolio credit and disbursement policy will be to maintain disbursements to strong and 

performing credits, while adjusting terms and conditions to ensure that the fund is fully 

remunerated for any delays in receiving payments in Prague.   

 

It would be a pleasure to answer any questions that arise from this note, now or as the year 

unfolds. 


