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Dear Investors, 

 

Cuba is experiencing great economic change and stress.  Please do read our letter of a month 

ago, which explained the lateness that we are experiencing in the portfolio.  We write to give 

an update on the concerns and points of light that we discussed last month. 

 

In last month’s letter, we explained why we had taken a reserve totalling 0.27% of NAV.  At 

the end of January, we added to that reserve, which now stands at 0.49% of NAV.  This is 

one reason why the January result: 0.71%1 was again lower than we have come to expect.  

The other reason, which we have written about many times, is the large amount of cash we 

hold, (16% of NAV).  This, in turn, is due to the lumpiness of the good opportunities that we 

see….and then often don’t see for months. 

 

What we have found encouraging in January 

 

In last month’s letter, we divided the portfolio into the below four categories.  We report here 

using the same distinctions: 

 

1. The largest category in our portfolio…..Letters of credit are all being paid on 

time to our banks in Europe.  A decision has clearly been made to prioritise 

prompt payment of these LCs. 

2. Strong Cuban obligors who have the hard currency to pay their maturities but 

whose transfers to us are being slowed by shortages of hard currency in the 

Cuban banking system…our second largest category.   

3. Obligors whose business has been hard hit by the collapse of tourism and who 

therefore lack the hard currency to settle their obligations on time….A small 

part of our portfolio.  During January and so far in February, we have 

received further orderly settlements of delayed payments from the state oil 

monopoly and a rescheduling plan from the battered tourist industry.  In both 

these cases, we hold substantial retentions, so we are collecting late interest 

on these delays. 

4. Slow payment of transfers that we make from Cuban banks back to our home 

banks in Europe.  Since our last letter to you we have seen encouraging signs 

that the current liquidity difficulties of Cuban banks are being addressed in an 

orderly fashion, including movement of the pipeline of transfers. 

 
1 USD class 

https://higherground.mt/wp-content/uploads/2022/01/Letter-to-investors.pdf


 

Continued concern 

 

Category 2 remains a concern.  We look forward to an orderly policy being disclosed for 

these delayed maturities. 

 

 

 

As this letter adds only a little to last month’s longer letter, we may be accused of over-

communicating.  Things change slowly.  However, the above summarises what we have 

learned in the past month. 

 

 

Yours sincerely, 

 

 
 

Richard Wood 

Director 


