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Before looking at the opportunities for
investments in Cuba in Real Estate we
have to answer three questions:
1. Is the Cuban government actually
promoting an economic opening
some- what similar to the market
opening in Vietnam?
The answer is “yes” and the
evidence is in the laws already
approved, the “lineamientos”, the
Party Congress, the lease of land for
agricultural development, the
commission working on the new laws
and regulations, etc.

2. Are the people in Cuba in “tune” with the
market opening and the changes taking
place?
The answer is “yes” at least for those that
are part of capitalist Cuba. There are two
Cubas: The Socialist Cuba of the Cuban
peso, the subsidies, free health-care, free
housing, etc., but with various small real
income, and a Capitalist Cuba that has
U.S. dollars and/or Cuban CUCs,
employment by foreign entities, receiving
remittances, that have profitable
businesses, work in tourism, etc. Socialist
Cuba is about 60% of the population and
Capitalist Cuba about 40%.

3. Are foreign investors and Cubans living
abroad in the United States and other
countries in “tune” with the economic
changes and opening of the Cuban market?
The answer is “yes”. In the case of foreign
investors this conclusion is based on
meetings and interviews with
representatives of the foreign companies
proposing residential projects with golf and
marinas. In the case of Cubans living abroad
the facts are that about 400,000 will visit
Cuba this year and last year about 2 billion
U.S. dollars were sent by Cubans living
abroad to the Island. Most of the visitors
and the money comes from the United
States but there are significant amounts also
coming from Spain, Canada, Mexico,
Venezuela, Russia, Eastern Europe, etc.

I have been visiting Cuba regularly for the
last 15 years mostly doing professional
research on foreign investment and real
estate. What I have seen on my trips to
Cuba this year has really impressed me:
1. A fellow passenger, on a return flight
from Havana, told me about the house,
tractor, agricultural implements that he
purchased for the “family farm” close to
Havana.
2. A University of Havana professor told me
that he is in the process of getting clear
title to his deceased mother’s property
on the beach in order to build a vacation
home.
3. A Cuban attorney told me about a month
ago that his law firm is devoting about
80% of its time to real estate matters,
specially registration of titles.

A Cuban-American from Miami telling
me that he is trying to buy a house that
his family used to own in Playas del Este
from the Cuban company that now owns
the property. He actually filed an
application.
5. A Cuban renting his home in
Miramar/Playa for U.S. $3,000 per month
to a Portuguese/Venezuelan to open a
restaurant in Havana including a bed and
breakfast operation.
6. A Cuban-American from Miami
invited me to dinner a few weeks ago at
the “paladar” that he has recently
opened with his relatives in Havana. In
terms of food, service and physical setup, this paladar could fit perfectly well on
Miracle Mile, Coral Gables.
4.

Then, there is the article about housing in
Granma of July 1, 2011. The article
mentions that sale of houses no longer
require the approval of the Housing
Authorities and that “permutas” no
longer will be required to be of equal
value. Therefore, compensation for
“permutas” of different value is now
permitted. Last but not least, properties
can now be donated to whom ever the
owner decides. Cuban real estate brokers
must be having a field day with this.
The examples mentioned above
represent the micro part of the real
estate investment picture, but there is a
macro part to the Cuban real estate
situation.

About five years ago foreign investors
were encouraged to present residential
developments with golf and marinas to
Cuban companies and the Ministries of
Tourism and Foreign Investment.
Developers from Spain, England, Canada,
Vietnam and other countries responded
presenting several projects.
In May, 2010, during the International
Tourism Fair in Havana, the Cuban
Minister of Tourism said that the concept
of real estate residential sales in golf and
marina projects had been approved. Last
July, President Raul Castro signed a law
authorizing the sale of 99 year leases of
residential units in golf and marina
developments. These leases can be sold,
transfered by inheritance, mortgage and
sub-lease.

One project already under construction is
Marina Gaviota in Varadero. There are four
other projects ready for approval:
Loma Linda, Guardalavaca, Holguin
(Canada)
Carbonera, Varadero (British) CubaNews
4/11
Bello Monte, Guanabo (British) CubaNews
7/11
La Altura, Pinar del Rio (British/Spanish)
CubaNews
12/10
There are five additional projects where
Spaniards are the principal developers. One of
these, Bacunayagua, is also close to approval.
CubaNews 11/10.
There are two projects where the Vietnamese
are the leading developers and another large
project by Canadians. This is Jibacoa, Leisure
Canada, CubaNews 2/11.
In all about 30,000 residential units and hotel
rooms, more than 20 golf courses and about 10
marinas will be built.

United States citizens in personal or
corporate form can legally make indirect
investments in Cuba in a number of ways.
First, investing in a U.S. based investment
fund that invests in companies that will
benefit from an opening in Cuba’s
economy. For instance, the Herzfeld
Caribbean Basin Fund which trades on
the Nasdaq capital market. Herzfeld Fund
invests in companies that have no
business in Cuba at present such as
Lennar Corp and Mastec, Inc. and in
companies that have business in Cuba
such as Copa Airlines and Cemex.
Second, there is also the possibility of
investment in foreign investments funds
and public companies that do business in
Cuba. This is a complicated proposition
but there is evidence that Leisure Canada
had U.S. investors in 2002.

Third, there is also the possibility for U.S.
individuals and corporations to invest in
what is some times called a 49/49
investment. This is based on a ruling
from the Office of Foreign Asset Control
(OFAC) in 1994 which has been
reaffirmed several times. The ruling is as
follows:
“A U.S. individual or corporation can legally
make a secondary market investment in a
third country company, not U.S., not Cuba,
that does business in Cuba, provided that
the investment is not controlling and more
than 50% of the company’s income
originates outside of Cuba.”

There is also another condition which is
that the third country company cannot
have Cuban shareholders. However, that
company can have a joint venture with a
Cuban company.

Examples from published reports and
the book by Paolo Spadoni, “Failed
Sanctions”, University Press of Florida,
2010, are:
Hoteltur/Spain
Four hotels in Cuba
Carnival Corp.
Fiat Group
Vehicle Importers
20% General Motors
LG Electronics
Applicance Importers
Goldman Sachs
Repsol/Spain
Oil Explorations
21.7% JP Morgan
Copa Airlines
Airline and Courier
Continental Airlines
Nestle/Swiss
Plants in Cuba
32.7% Various U.S.
Investors
Imbev/Anheuser Busch Plant in Cuba
Multiple U.S.
Investors

26%

6.6%

40%

10%

The previous examples are just a few of
many cases of 49/49 investments by
Americans in foreign companies from
Europe and Latin American that do
business in Cuba.
All of these companies are public
companies; 49/49 also applies to private
companies. However, these investments
are usually not reported and remain
secret. It is difficult, therefore, to
estimate how many private European and
Latin American companies are doing
business in Cuba with U.S. investors. I
personally know of several negotiations
but have no information on actual
investments. The number of these types
of investment is probably not very high
but once Cuba moves forward with its
economic opening it is expected that
there will be a significant increase in
49/49 investments.

Foreign developers of residential golf and
marina projects welcome U.S. investors
for several reasons:
1. The U.S. investments is by definition a
minority non-controlling investment.
2. 49/49 type investments have very few
strings attached, the non-U.S. partners
are in complete control.
3. The U.S. minority partners, however,
provide a very important element, which
is knowledge of the U.S. market and what
Americans like.
4. In the final analysis, it will be American
buyers, 4 or 5 years down the road that
could make the developments extremely
successful.

The micro investment part on real
estate development in Cuba, which
involves paladares, bed and
breakfasts, fixing houses for sale, etc.
is very open to Cuban-Americans.
The April 13, 2009 initiative of
President Obama formally made part
of the Cuban Asset Control
Regulations (CACR) on September 3,
2009 states:
“Persons subject to the jurisdiction of the
United States may send remittances to close
relatives who are nationals of Cuba. There
is no limit on the amount of such
remittances, there is no limit on the
frequency with which persons subject to the
jurisdiction of the United States may send
such remittances.”

There are some limits to remittances not
imposed by U.S. regulations. For
instance, Western Union has limits on the
amounts of money that can be sent per
person and per remittance. There are
also U.S. regulations that limit the
amount of money that a person traveling
to Cuba can take with them, which is
$3,000; and Cuba also has a limit of
$5,000 per person entering the country.
Of course, Cubans living abroad but not in
the U.S., have little or no restrictions on
remittances to Cuba.
It should be noted that the Cuban
government recently eliminated the 10%
penalty on U.S. dollars conversion to
Cuban CUC.

Conclusions:
1. Investments in micro projects are
already taking place. Investments in
macro projects must wait for
approval for specific projects.
2. Investment interest is very high for
micro projects and moderate for
macro projects at this time.
3. Interest in investment opportunities
in macro projects will be very high
once developments break ground.
4. Interest will be sky-high when clear
and fair laws and regulations are
enacted and publicized as part of the
market opening of the Cuban
economy.

