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FEATURED Q&A

What’s the Outlook
for Economies

=

Yok,

Economies in the Caribbean that are dependent on tourism could face headwinds this year, the
International Monetary Fund said last month. Great Stirrup Cay in the Bahamas is pictured. //
File Photo: be free via Adobe Stock.

Tourism-dependent economies in the Caribbean are likely

to be hard hit as a result of the war in the Middle East, the

International Monetary Fund said in an April 17 blog post.

The war has led to an escalation in energy prices that will
disproportionately affect countries in the Caribbean, which have high
net energy imports and large debt loads. Which Caribbean countries
are likely to face the strongest economic headwinds over the coming
months, and which will perform relatively well? What's the outlook this
year for the Caribbean’s main industries, including tourism? To what
extent can Caribbean countries mitigate the risks they face from high
energy prices and debt levels?

Marlene Attzs, lecturer in the Department of Economics at
the University of the West Indies: “Many Caribbean countries
are still carrying elevated debt burdens post-Covid, which
limits fiscal space to cushion households and businesses.
Tourism-dependent economies with high energy import bills—particularly
Barbados, Jamaica and several members of the Organization of Eastern
Caribbean States—are likely to face the strongest headwinds. Higher fuel
costs will translate into imported inflation, increased operating costs for
hotels and airlines, and potentially softer demand if global uncertainty
deepens. Conversely, energy-producing economies such as Guyana—and
to a lesser extent Trinidad and Tobago—may perform relatively better
in the short term due to higher energy prices. However, the outlook for
Trinidad and Tobago is more nuanced given ongoing fiscal pressures,

Continued on page 3
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Brazil Launches
$2 Billion Anti-
Crime Initiative

Brazil's government on Tuesday
launched an initiative targeting
organized crime groups. The
program will allow for $2 billion in
spending.
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ECONOMIC

Cuba to Set
New Prices for
Gasoline, Diesel

Starting Friday, Cuba will begin
to adjust prices for gasoline and
diesel to reflect the “actual” cost
of importing the fuels.

Page 2
POLITICAL
Impact of
Colombia’s
Conflicts on
Civilians Worsens

The impact of Colombia’s armed
conflicts on civilians last year hit
its worst level in a decade, accord-
ing to a report by the International
Committee of the Red Cross.
Colombian President Gustavo
Petro has sought to engage armed
groups in talks.
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POLITICAL NEWS

Impact of Colombia’s
Conflict on Civilians
Worsens: Red Cross

The impact of Colombia’s armed conflicts last
year hit its worst level in a decade amid a dete-
riorating security situation in the South Ameri-
can country, the International Committee of the
Red Cross said in a report released Tuesday,
the Associated Press reported. The number

of people displaced in Colombia doubled last
year to 235,000, according to the report. At the
same time, the number of people who were
forced to endure lockdowns that rebel groups
imposed in villages and small towns soared by
99 percent last year, it added. “The humanitar-
ian situation in 2025 is the result of a progres-
sive deterioration that the ICRC has warned
about since 2018,” Olivier Dubois, the Colombia
chief of mission at the International Committee
of the Red Cross, said in a statement. Addition-
ally, 965 people, mostly civilians, were killed

or injured by explosives last year in Colombia,
said the report, which also documented the
disappearances of 308 people over the course
of the year, Reuters reported. Deaths or injuries
from explosives increased 34 percent last year
as compared to 2024, while disappearances
increased by 22 percent, the report added.

The civilian population in Colombia also faced
threats, sexual violence and the recruitment

of adolescents and children, the report said.
Over the past four years, the administration of
Colombian President Gustavo Petro has sought
to engage in peace talks with rebel groups

that remain after the government'’s 2016 peace
accord with the Revolutionary Armed Forces

of Colombia, or FARC, rebels. However, Petro’s
critics have said such cease-fires have allowed
rebel groups to regroup and strengthen their
control over communities, the AP reported.
Political violence in Colombia has also wors-
ened; last June, presidential hopeful Miguel
Uribe Turbay was shot at a campaign rally in
Bogota and died two months later. [Editor’s
note: See related Q&A in the March 3 issue of
the Advisor.]

Brazil Launches
$2 Billion Anti-
Crime Initiative

Brazil's government on Tuesday launched an
initiative targeting organized crime that will
allow for 11 billion reais ($2 billion) in spending
on public security, the Associated Press report-
ed. The program includes bolstering the fight
against arms trafficking, targeting criminal
groups’ finances, improving homicide investiga-
tions and investments in the country’s prisons,
the AP reported. The program will also include
the purchases of equipment including drones,
metal detectors, audio and video systems and
devices to block cellphone signals, the AP
reported.

Cubato Set
New Prices for
Gasoline, Diesel

Beginning on Friday, Cuba's government will
start adjusting prices for gasoline and diesel
to reflect the “actual” cost of importing fuel to
the island, which is now in its fifth month of an
energy blockade imposed by the United States,
Cuba’s Ministry of Finance and Prices an-
nounced Tuesday, Reuters reported. Prices will
fluctuate depending on market conditions and
the availability of fuel supply in Cuba, marking
a significant shift for the command econo-

my, the wire service reported. The finance
ministry did not specify where it expected to
source fuel imports in the future; apart from

a single Russian tanker that delivered a cargo
of crude oil last month under a temporary U.S.
sanctions waiver, Cuba has not received any
large-scale shipments of fuel since the begin-
ning of January. Cuba’s two largest historical
suppliers of oil, Venezuela and Mexico, each
halted their fuel exports to Cuba this year in
the face of diplomatic and economic pressure
from the administration of U.S. President

NEWS BRIEFS

Former Honduran Mayor
Arrested in Connection
With Activist’s Killing

Adan Fanez, a former mayor of the Honduran
city of Tocoa, was among three people arrested
on accusations on plotting the murder of an
environmental activist in 2024, the Associated
Press reported Tuesday. Two businessmen
were also arrested, the AP reported. The

slain environmental activist, Juan Ldpez, in
September 2024 called on Finez to resign
amid a corruption scandal. Lopez was killed by
a masked gunman days later. Finez has previ-
ously denied involvement in Lopez's murder.

S&P Lowers Mexico’s
Outlook to ‘Negative’
Ahead of USMCA Review

S&P Global Ratings on Tuesday downgraded
its long-term outlook for Mexico from stable
to negative, citing slow economic growth and
high levels of government debt. Trade tensions
with the United States also weigh on Mexico's
economic outlook, S&P Global said, with the
formal review process of the USMCA trade
agreement set to begin on July 1. “Uncertain-
ty about the renegotiation of the free trade
agreement weakens investment sentiment,” the
ratings agency said.

Davis Wins Re-Election as
Bahamas Prime Minister

Bahamian Prime Minister Philip Davis won a
rare second term in office on Tuesday after his
ruling Progressive Liberal Party won at least
30 of 41 seats in snap parliamentary elections,
Reuters reported. Davis is set to become The
Bahamas' first two-term prime minister of

the 27st century. “This victory is a mandate

to keep moving The Bahamas forward, to
expand opportunity, strengthen security, ease
the pressure on families and deliver progress
across our islands,” he told the wire service in a
statement on Tuesday.
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Donald Trump. In February, Cuba's government
unveiled a plan to allow private firms to import
a limited amount of fuel independently of state
actors, but it's unclear how much oil has been
imported under that arrangement, Reuters
reported. The island’s shortage of fuel remains
acute and growing, with black market rates for
gasoline in Cuba climbing to more than $30 per
gallon in recent weeks, according to the wire
service. In the United States, the average at-
the-pump price for regular gasoline is currently
$4.51 per gallon, which is up more than 40
percent from one year ago. “It's a failed nation
.. we'll be talking about Cuba at the right time,’
Trump told reporters Tuesday before departing
Washington for Beijing, where he is set to meet
this week with Chinese President Xi Jinping, Al
Jazeera English reported.

CAF, Mastercard Seek
to Expand Credit
for Small Businesses

CAF-Development Bank of Latin America and
the Caribbean and the Mastercard Center for
Inclusive Growth on Tuesday announced a

new joint initiative to expand credit for micro,
small and medium-sized enterprises (MSMEs)
in Latin America and the Caribbean. Under the
initiative, CAF will finance banks, non-bank
financial institutions and digital lenders in Latin
America and the Caribbean in order to expand
credit for MSMEs with a goal of providing

$100 million over four years, according to the
statement. The project emphasizes MSMEs
that are owned or led by women, as well as
underserved enterprises and climate finance,
the statement said. Countries that could be pri-
oritized at the beginning of the program include
Chile, Colombia, Ecuador, El Salvador, Panama
and Peru. “Latin America and the Caribbean is
home to more than 27 million formal MSMEs,
which generate the majority of employment in
the region. Yet, access to credit remains one
of the most persistent barriers to their growth,
representing one of the main obstacles to the
region's competitiveness,” Sergio Diaz-Grana-
dos, the executive president of CAF, said in a
statement.

FEATURED Q&A / Continued from page 1

foreign exchange constraints and the
implications of higher global prices for the
domestic fuel subsidy. For the region’s main
industries, the outlook is mixed. Tourism is
expected to remain active in terms of visitor
arrivals, but profitability will be squeezed

by higher input costs. Airlines, hotels and
related services will face rising operating
costs, creating a delicate balance between
maintaining profitability and avoiding price
increases that could weaken demand.

Other sectors, particularly those reliant on
imported inputs, will also experience cost
pressures. In terms of mitigation, Caribbean
countries can take steps to improve energy
efficiency, accelerate renewable energy
investments, strengthen food security and
better target social support to vulnerable
groups. However, the scope for large-scale
fiscal intervention remains limited due to al-
ready-high debt levels. This means that while
policy can soften the impact, it cannot fully
offset the external shock. The reality is that
Caribbean small island states remain highly
exposed to global shocks over which they
have limited control—and ongoing geopolit-
ical developments continue to underscore
that vulnerability.”

Michelle Allen, assistant
provost for tourism and hospi-
tality at the University of The
Bahamas: “Tourism-dependent
economies in the Caribbean are resilient
to external shocks by virtue of the region’s
capacity to collaborate and coordinate
through the Caribbean Tourism Organization
and the Caribbean Hotel and Tourism Asso-
ciation. These organizations build capacity
for member destinations, enabling coun-
tries within the region to mount effective
responses. However, the ability to withstand
rising energy prices while maintaining the
status quo relates to several key elements.
As the region enters the hotter months
and an imminent hurricane season, prices
for energy will be challenged. Inflationary
pressures and ripple effects of higher prices

will reverberate across all sectors, including
food supplies, transportation and energy
distribution. Consequently, tourism econo-
mies that are less dependent on imports are
better positioned to stem the tide, whereas
those with high resource needs in a cyclical
island economy may face escalating costs.
The ‘Big Six' Caribbean tourism destinations,
the Dominican Republic, the Bahamas,
Cuba, Jamaica, Puerto Rico and Aruba,

are the ones to watch closely. The balance
between receipts from stop-over tourists and
receipts from cruise passengers may require
reevaluation; the rising cost of air travel,
driven by fuel surcharges, may lead to fewer
stop-over visitors in leisure markets. Con-
versely, luxury market destinations, such as
Anguilla, Saint Barthélemy and the Turks and
Caicos Islands, are more price-inelastic and
may be more resilient to rising fuel costs.
Consequently, luxury tourism destinations
are expected to fare better in this economic
climate. The number of visitors will continue
to grow as the fuel market stabilizes and
structural adjustments are made to costs.
The approaching winter season may see a
rebound, driven by efforts to offset escalat-
ing costs by shifting toward a greater use

of domestic resources. Strengthening the
domestic production of essential supplies
for the tourism sector, by developing the
capacity of small businesses in agriculture
and fisheries, is a vital path forward.”

Robertico Croes, professor
emeritus at the Rosen College
of Hospitality Management at
the University of Central Flor-
ida: “The escalating conflict involving Iran
is heightening uncertainty across the global
economy, and the Caribbean is already
feeling the effects through rising fuel, freight
and food costs. For import-dependent island
economies, higher oil and shipping prices
quickly translate into inflation and growing
cost-of-living pressures. Smaller Caribbean
states burdened by high debt and limited
fiscal flexibility remain especially exposed,
Continued on page 4
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with fewer economic buffers to absorb pro-
longed external shocks. The implications for
tourism, the region’s economic lifeline, are
more complex. Caribbean tourism is highly
price sensitive, and sustained increases in
airline fares and operating costs could soft-
en travel demand if the conflict escalates

or weakens global consumer confidence.
Yet the region has repeatedly demonstrated
resilience during periods of crisis, including
its strong recovery following the Covid-19
pandemic. There may even be a strategic
opportunity amid the uncertainty. For U.S.
travelers seeking safe, stable and nearby
destinations during geopolitical tension, the
Caribbean could become an increasingly
attractive alternative. Latin American travel
to the Caribbean may face moderate pres-
sure from rising fuel costs and economic
volatility. Still, the impact will vary across
markets. Wealthier travelers from Argentina,
Brazil, Mexico, Chile and Colombia are likely
to continue visiting premium destinations,
while the Caribbean’s image as a safe and
stable region may help sustain demand.
Ultimately, while short-term cost pressures
are unavoidable, the Caribbean’s resilience,
geographic proximity to key markets, and
reputation for stability position the region to
withstand the crisis, unless geopolitical ten-
sions trigger a sustained disruption in global
energy markets and international travel.”

Ivelaw Lloyd Griffith, founding
fellow of the Caribbean Policy
Consortium: “The IMF's April 17
statement on current and antici-
pated impacts of the Middle East conflict on
the Western Hemisphere highlights the acute
vulnerability of the hemisphere’'s smallest
nations, the subordinate states in the Carib-
bean. Although oil-producing Guyana and
Trinidad and Tobago are benefiting through
enhanced revenue earnings from increased
sale of oil and gas products, all countries
are staring at possibly massive economic
and social disruptions, especially those with
high dependence on tourism and agriculture.
Tourism is being affected by steep rises in

jet fuel prices and supply chain disruptions.
Yet, fatalism is not an option. Countries in
the region should be mindful of the apho-
rism to ‘never let a good crisis go to waste.’
How so? Three areas come to mind. First,
governments and tourism entrepreneurs
must aggressively market their locations as
safe alternatives to the tourism markets in
the conflict zone and proximate areas. This
includes petro-power-in-the-making Guyana,
which, quite perceptively, has been pushing
eco-tourism. Second, as the Middle East im-
broglio has cost and availability implications
for fertilizers—and therefore for agricul-
ture—food security assumes higher urgency
and is also an opportunity, particularly

for Belize, Cuba, the Dominican Republic,
Guyana and Jamaica. Finally, as the extant
crisis dramatizes the region's challenged
sovereignty, the region’s political elites
should adopt measures to improve the cost
efficiency of regional pursuits as disparate
as the administration of justice, through full
embrace of the Caribbean Court of Justice
and intra-regional transportation.”

Annaleen Lord, area manag-

er for the Caribbean at the

International Air Transport

Association: “The increase in
energy costs driven by the current Iran crisis
is affecting aviation and tourism across the
globe, and the Caribbean is no exception.
It should not come as a surprise that most
players in the tourism value chain will try
to mitigate their increased costs, but every
crisis is also an opportunity. The Caribbean
had already seen an upswing in demand,
especially from source markets like Canada,
Latin America and Europe. And as custom-
ers look for alternative destinations, the Ca-
ribbean could well be one of those regions
that will attract more visitors. For aviation to
be able to play its role in supporting tourism,
it is essential that governments in the region
continue to consider reducing taxes and
fees, investing in fit-for-purpose infrastruc-
ture, along with developing and facilitating
inter-island connectivity.”
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