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SUMMARY
L. A good year for Cayman. All sectors of the economy had

another outstanding year.

Government. and Uppositicn united though in itment
Cayman's position in relation to EUJQECD/GY |

growth for financial services :nduscry Monetary Author

riatives .,

Stock Exchange doing well, Some achisvements on environmental

ues though Mini

15 isters continued 1

dodge [ssues which cost money

Lhe Sister Efforis

Positive signs for the economy

1nrensi fied on drug abuse preventi and arrcther successfal year
for drugs seizures. Public sector reform and Cayman's Strateglo
rplan coming on well . Good relations with U5 and despute more
orablemg with Cuban migrants Curloex for 1999,

DETAILL

POLITICAL

2. 1998 was a dif ficult year for the Naticnal Government .
As a result of the defection in late 1597 of three of ics
supporcers to the Opposition the Natignal Team entered 1993 in a
weakened position. No longer could it steamrcoller leglslation
through the Legislative Assembly (LA}. The Opposition made the
mogt of the Government's diflficult
with individual concributions fore
focur hours. Jonseqgueantly 1356 h
pegrmanent session. But the O
toppling the Government.

5 were debated at lengun
sting

nct show any inter

T The Government had no alce:
approach to 1ts difficulties.
with the Opposition aimed at act
of legislation or expenditure
cherefore a year of

Ut to take a pragmatic
briet 5 and discussion
rEEMENT

Xey items
enoes . 1998 was
with the COppositicn in
the driving seat. However, united all the
politicians was the perceived tareat to Cayman's national interast
from the BU/OECD/G? initiatives The Oppusition and tLhe
Sovernment were at ons

COnSeE

s 1 thelr decerminati

to commit

to fighring what they saw as an
cnomic prosperity,

‘e wWay




ECCNOMY

q. Ancther ocutstanding year with GDP growth estimated at 6%.
A1l secrors of the economy performed well. The government ended
the year with an estimared surp ius of USDe. 2%m afrer rtransferring
UsSnDl.25m Lo the reserves.

5 After the Government refused to give permissicon L2 & Cr
ship containing 300 h Ca yman the gay lobby in
the US attempted to discourage tourists from wvisiting Cayman.

Their campaign did not affect vtoorist arvivals, Indeed some here
would argue that it had the opposite effect and attracred more

families to Cayman. Tourism thersfores cont inued to be the main
conrributer to the economy ‘he total rmumber cf visitors in 1923
was estimated to pe 1,2%m (1,246,323 in 1%3%7) Of whick 434, 20%

asexuals Lo v

(381,000 were stayovers and 8495, 000 [86% 3HY) wers oruise ship
passSengers.
L The financi:al services indushry wued to De rhe second

L

atributor Lo the economy.

steady grawth with an

15 was a rafl
promering Cayman as a guality
AL the e#nd of 1998 there were

. BRI temed
caprtive insurance companies, 45,775 {41,173} registered companies
and SB4 (5947 bank and trust companies. The reducticn in banx and
crust companies may well be a re:tlection on the tighter regulatisn
py the Cayman Islands Monetary Authority

vion on

tmentl

the Governmenl's Con
financial ssrvices Ju

isdiceic
2463 (168% in 1997F licensed or regaistered mutual [und

7. The Stock Exchange has also played its parc in attrac
more business. The total number of listings is now 130 (4
1997} . These include 81 murual funds and 47 specialised debt
listings. One disappointment was the failure of the Exchange to
achieve recognition from the Interpaticnal Ovganisatlion of
Securities Commissions (I0OSCOY. The US Secu
commission (SEC refused to support Tayman' s
membership until the Exchange agrees o ©

ies Bxcha
applicarion for

ration agreement wi

rhe SEC. Progress on this front has been siow bul agreement should
me reached in the Eirst hall of this year The sxchange could then

see some significant progress and make It a net centributor to
GCovernment revenues .

4. Land and property sales wers alsc bucyant. Althocugn less
! the record USD350m in 13%7, which was an excepticoal year, the

mate for 1338 is USDIL1SM. Investor contidenge in Cayman is
£ sered in the ingrease in the number of new bank
buildings as well as housing devel
industry therefore enjoyed a year
an impact on demographics with che

nd effice
‘ucrion

SEMneEnl &

L his hBas had

labour .

FINANCIAL SERVI FRGULATTION AND LE

S, The Cayman Is




In 199%8 the introducticn of on- stions of banks, closer
cooper rs and increased attention
to rraining helped in the precess of esrablishing the credibility
of the Authority as a serious regulator.  8utb progress on achleviong
full independence for the Authority was slow. However at a meeting
which 1 chaired in December which was attended by an of ficial ¢f
the UK Financial Services huthority, EXCC made a commitment to gilwve
the Authority 1ts independence with a target dare cf April of tnis
year. Until the Authority is seen tg be tully independent it will
not be taken sericusly by other internaticnal rs. Another
slagnificant step was the gonciusion of first
Memorandum of Understanding on oross
Central Bank of Brazil. MOU's with ¢
negotiaced.

tion with international ¢

hu

supervision with the
trigg are alse being

1¢. The key item ol legis 3noint 1995 was the removal of the
Fiscal exemption c¢lause from the Proces
But it was a struggle and took mest of the year Lo achieve.

s ot Criminal Conduct Law.

Toe
combination of a woakened Gover nment and the Oppssition relying on
advice from the private sector, who for most of the year fought
against the amending legislation, made the ole afifair diffaic

and time-consuming. However, after wmuch lobbying and many meet
rhe private sector and the coppesition were eventually persuaded
that the clause must go. In the end the amending ieglslation was

pasged unanimously by the LA

11. We did not achieve our objecriwv
companies’' management legislation.
of this yesar so that it rzan ref lact
Edwards Report on the {rawn lDependengies.
pe unpopular with $oms Ccompany M

Lroducing new

wa s postponed until March
p Findings of ©

new leglsiation w.ll

present

Cha

nagers bui

government has che support of the Opposition Lo press ahead with
thig important piegs of leg:slatian.
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12, [t was difficult again in 1998 Lo get Miniscers To IoZus

o

environmental issues, particularly if financial expendi bure was
involved. The decision to allow the censtruction of a Kitz Carlton
Hotel, part of which would be on an area of mangrove wetland,
resulted in confrontation between Sovernmant and the environmental
lobby. It was an unnecessary battle as the mangreve in ques
in an area that is already highly developed. It wo
mare useful for the environmencalists to worXk wit e developer to
keep the envircnmental impact a minimum. By doing so the
developer could have been persuaded to purchase and denate acreas
4 e
awareness, particularily amongst the

icn i
id have besen

AS & resuit
yaung,
arvation of the

in the central mangrove watland to the Narional

of growing publ

Government restated 1ts commilment Lo Lhe

cantral mangrove wetlands,
13. There were, however, gsome
virganment hosted

funded from ¢

he year.
regianal ©
udget, o addre

Ministry of

Tomma

Frogramme



difficulties in implementing the
giodiversity Conferenge in Jama
Cayman would ke the first Cversc
on Speclally Protected Arcas and
The Command Programme Budget at so

assess wild turtle stocks on Little
Cayman's envircenmental legigiacion,
legislation to implement the QIT

- &

project to

A complete rev:si

include the draft:

Seavantion, is peing carriad
cut by a consultant and should be conplete st halft of

SISTER ISLANDS

14. The fiscal incentives introduced in 1955 to encour age
economic development in Cayman
the Eirst time condominium deve lepments are being const ructed as
well as new housing ., ma
nowever lies in developl
diving., The allac
Zogvernment funding to deve

trac are continuing to work.  For

nly tor retirges. The Brac's future
19 &f eoo- tourism as well as
11 ion of 100600 in 1%%% o the Bracd matched by

e Island

birdwat

nanure

result in the development cf a new bl
astimated 40 million *cwitchers ™ in
many years the popuiation of
now have more confidence that there will be a tuture on the
tor cheir children.

SQC1AL WELFARE

15, The introduction of compulsory Notions | Health Insurance
and a National Penstions scT
The new hospital, which will reduce the
U8, and health insurance will help reduce
expendli ture on heal th,

ame was Seen Dy all as 4 posative
: ferrals to
Government's

16. The Government , in cooperation with voluntary
3
gie parent families.

prganisacions, cont lnued to pat
support of families, in parciculiar si
police also tackled the issue of domestin viclence wilh

welfare and

nore

ource Centre

chis problem .

vigour. The opaning of a dedicated

maintain the pressure to continue tackling

17, The fight against drugs continued to be given a high

priority. The Hatlonal Drugs Cou i several high-protfile
campaigns desioned to test and heiqhten public awareness of
issues including a comgrehensive ;
narure and extent of alcohol and UG UsSe amo
ages. The results showad, amons st
more of a problem ch marifuana

arcup. The data from this survey,
and we believe in the Caribbean,

aveas and o formularve future po

survey Lo debermine the
g student s of all
rhat alcohol was

sar old age

xind in

1 ify pricyir

rammes, 1t will alse

act %8s a beachmark o which futura e comps red.




18, The main threat to Cayman continuses te be from Jamaican drug
tratfickers,

In 1998 25001bs (2320 in 1297 of cocaine
and B%401lbs (7330} of marijuana was seiz i
Lled

operations At sea and several concre
DEMOGRAPHICS

19, 1In 1992 the population increased by 3. 23%
33,000, The main increase is in foreign wor:

This wrend will Linue, as th

e not

the gqrowina courism, f anclal sarv: and con st

17 Lries. More Lhan 0% of the workfor now Non O3

Until che government tackies the issue of granting =i

€r STatus or

ir permar

permanant residence ©o the [ore.gners wna have made Cf

homes here this distorted picrure will remain, ‘The public polling
exercise conducted as parc of

established chat immigrarnion is & key concern for hoth expatriate
and Caymanlis
woultd support giving permanent r
commitced themselves nc the coun
lmmigration 1s still taking evide

Cayman's LC-year Strategic Plan

m

Lhat mosL Caymania

However, the puell also showe
; expatriates who ha
GCT Commit tee

smmlgranion

especially in relation t¢ long- < he Committes

report in cthe spring of this year.

PUBLIC SERVICE

20. wreinvention of Government hnas part of the

1598 the Grand Court
arnounced that as a result of reinventicn 1. has cutl the walting

culture of the publiz service, in

list for rrials by S0 & same trend iu reflected 1n other & AS
of qovernment., Neot all have embraced change witl enthusiasm,  Some
nave needed more pushing than others. Bul the introduction
Award scheme with Lin za ld lp to enc

laggards.
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