
Cave speaks on Fortress Fund proposals

•

JUST over a week ago,
officials of Fortress
Caribbean Property Fund
Limited announced
proposals to split the fund
into two parts - one to hold
income producing
properties and the other to
hold the development
properties. A key
component is a new
Segregated Cell Company.
Today, B".ine ..

Monday brings a brief
question and answer
series with Mr. Roger
Cave, Investment Director
of Fortress Fund
Managers, on the
proposals.

Q:When will the new
Segregated Cell
Company be
established?
A: If shareholders

approve the proposal at
the special shareholder
meeting on September 26,
the company will be
established as soon as
possible after that.

Q:What bas been the
response of the
Financial services
Commission to the
proposal to split
Fortress Caribbean
Property Fund into
two?
A:We have worked very

closelywith the FSC on the
form and content of the
proposal and the
Information

l' ,'.,'Memorandum sent to

shareholders this week
was reviewed in advance
by the FSC. This does not
mean they are either for or
against the proposal; their
involvement is to make
sure it is fairly presented
to shareholders and that
is something we feel very
strongly about as well

Q:At what price will
each Fund be trading
ontheBSE?

A:. As the saying goes,
"Predictions are hard to
make, especially about the
future."We know what the
division of assets between
the two funds will be if the
proposal is approved but
we can't know what prices
investors will put on the
shares on the stock
market. We saw Friday
(September 6) that the
FCPF shares traded. up to
$0.60 from $0.53
previously, which is a good
sign. We believe this is a
very positive proposal and
that if it is supported by
shareholders, it should
result in the shares
eventually trading closer
to their net asset values. It
is the job of the Board and
Management to make sure
those underlying net asset
values grow over time.

Q:Inthe newsreiease
it is stated that the
decision to split the
Fund stemmed from
falling shares values.
Given that market

conditions remain the
same, how can you
expect the benefits to
shareholders as
outlined?
.A:The net asset value of

the FCPF has declined
only a small amount from
its highs from a few years
back. Its share price on the
BSE, on the other band,
has fallen by more than 50
per cent and the share
price was recently at more
than a 60 per cent discount
to net asset value. We
expect gradual
improvement in the
underlying perfonIl8llCfeof
the fund's propertiesm the
months ahead, but our big
concern right now, on
behalf ofinvestors, is domg
what we can to help the
market price of the ~.
better reflect theW
underlying value.

Q: What else eaa be
done to improve the
situation in the event
that market conditions
persist?
A: Wewill have to cross

.that bridge ifwe come to it.
For now, we are confident
that the changes being
proposed will improve
transparency. improve
dividend payouts and
ultimately result in share
prices that better reflect
underlying value.

Q: It was also stated
that market values of
the Fund's properties,

especially on the
development side, have
declined. Why is this?
A: Yes, market values

have declined pretty much
across the board in recent
years throughout the
Caribbean. . Because
development properties
often have no cash flow
associated with them,
investors can be quicker to
sell them and this can
push down their prices.
The Fund has been patient
with its development
properties and does not
want to be a part of "fire
sale" selling. The proposal
allows for gradual return

of capital to shareholders
as these development
properties are sold at fair
prices.

Q: A,alnst this
backgroUDd, how do
you think shareholders
will react?
A: In terms of

shareholders' reactions, we
hope that shareholders
will use the information
provided to them to
familiarise themselves
with the proposal and
support it as a way of
improving the value from
their investment over
time.

our economies badly need
and build sufficient capac-
ity in manufacturing,
services and outward in-
vestment, then once an
agreement is in place, the
framework would have al-
ready been set to capi-
talise on any additional
commercial gains that
could arise in the future.
Finally, despite the con-

straints facing CARICOM
at this time, I strongly be-
lieve that more progress
can be realised inadvanc-
ing the trade talks with
Canada. In recent weeks,
there has been some ac-
tivity within CARICOM to
prepare for fresh Rounds
of negotiations and while
it is unlikely that an
agreement would be ready
by the end of 2013, it is
possible that we can fi-
nalise a deal during the
course of 2014. However,
CARICOM governments
would need to commit
greater resources at the
national and regional lev-
els to ensure that a deal
becomes possible by next
year. With greater re-
sources, we will be in a
better position to marry
expediency with the qual-
ity agreement that is
needed and inthe process,
secure the conditions for
access to the Canadian
market for current and fu-
ture entrepreneurs.

(Joel Richards is a
Trade Consultant with the
Barbados Private Sector
Trade 71?am,a division of
the Barbados Private
Sector Association)


