
Big Ideas
202442

Unrated waters: 
Why the British Virgin Islands needs a sovereign credit rating
by Binta Jallow and Dr. Christoph Gutmann
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The Unmeasured Leader  
of Caribbean Finance

A ruba, The Bahamas, Barbados, 
Bermuda, Cayman Islands, 
Curaçao, Dominican Republic, 
Jamaica, Montserrat, St. Vincent 

& the Grenadines, Trinidad and Tobago and 
Turks and Caicos. 

Like the British Virgin Islands (BVI), these 
Caribbean countries boast some of the 
most beautiful and tranquil waters on their 
shores; however, a stark difference between 
the BVI and its Caribbean neighbours is 
that they all have a sovereign credit rating 
from major credit agencies, but the BVI 
does not, despite the important role it plays 
in global finance. 

This absence raises the question: Why 
should the BVI care about obtaining such a 
rating?

The Basics of Sovereign  
Credit Ratings

A sovereign credit rating serves as an 
analytical tool to evaluate a territory’s 
ability to meet its debt obligations. 
Developed by credit rating agencies such 
as Moody’s, Standard & Poor’s (S&P), and 
Fitch, these ratings are essential for gauging 
a territory’s fiscal health. But beyond the 
numbers, they offer a plethora of benefits 
that are particularly significant for the BVI.

The Perks of a Good Rating

Enhanced Access to Global Capital 
Markets: Given that the BVI is a significant 
player in offshore financial services, being 
able to tap into global capital markets is 
vital. A strong credit rating enables easier 
access to loans and other financial products.

Lower Cost of Capital: Good credit 
ratings often correlate with lower interest 
rates. This could lead to considerable 
savings for the BVI, which may need to 
access debt markets to fund long-planned 
infrastructure initiatives.

Attractiveness for Foreign Investment: 
Ratings act as lighthouses in the global 
investment landscape. A high rating would 
make the BVI an attractive destination 
for Foreign Direct Investment, further 
diversifying its economic base. Another 
major aspect to consider is that with a 
favourable credit rating, there will be access 
to funding in international bond markets, 
which is an important consideration for the 
jurisdiction. The bonds can be issued for 

a specific purpose, and in the case of the 
BVI, this could be an infrastructure bond to 
attract financing for infrastructural projects 
such as the airports, the roads, and the ferry 
terminal.

Strengthened International Reputation: 
Credit ratings often serve as public relations 
tools conveying a certain level of discipline 
and commitment toward transparency 
within governmental organisations, 
boosting a nation’s reputation among peers 
and international organisations such as the 
OECD and the EU.

Policy Leeway: A strong credit rating 
allows the government to employ a broader 
range of fiscal policies, particularly useful 
in economic downturns.

Enhanced Trade Relationships: Better 
ratings can influence trade negotiations, 
giving the BVI an edge in establishing trade 
agreements.

Positive Impact on Local Businesses: 
A good rating would cascade to domestic 
companies, potentially reducing their 
borrowing costs.

The Complexity of Sovereign  
Credit Rating Methodologies

Obtaining a sovereign credit rating is a 
nuanced and intricate endeavour that 
demands an exhaustive analysis of both 
quantitative and qualitative factors. 
Agencies such as Moody’s, S&P, and Fitch 
employ a multifaceted approach, employing 
an extensive range of metrics to deliver a 
comprehensive evaluation.

On the quantitative side, macroeconomic 
indicators play a pivotal role. Factors 
like Gross Domestic Product, inflation 
rates, unemployment figures, and foreign 
exchange reserves offer valuable insights 
into a territory’s economic stability and 
robustness. These indicators serve as the 
backbone of the rating process, providing 
an objective foundation for the analysis.

Simultaneously, the qualitative aspects are 
just as crucial for a holistic assessment. 
These include governance considerations 
like the prevalence or absence of 
corruption, the effectiveness of regulatory 
frameworks, and the quality of political 
institutions. Beyond governance, other 
qualitative variables like social stability, 
geopolitical risks, and environmental 
considerations can also weigh heavily in the 
overall rating.

Credit rating agencies synthesise these 
diverse elements into a composite 

evaluation that provides an insightful, albeit 
complex, portrait of a country’s fiscal health 
and creditworthiness. Each agency employs 
its own unique methodology, thus bringing 
subtle variations in how these elements are 
weighted and interpreted. However, while 
the methodologies among Moody’s, S&P, 
and Fitch may differ in nuances, they all 
fundamentally assess similar economic and 
governance metrics. As such, the agency 
chosen for the rating process is unlikely to 
affect the final credit rating of a territory 
materially.

The Roadmap to a Rating

Securing a sovereign credit rating is 
anything but a trivial undertaking; it is a 
multifaceted journey that spans several 
intricate steps. The process commences 
with initial consultations and progresses 
to formal engagement letters, laying the 
groundwork for rigorous analytical phases. 
At each phase, stakeholders must actively 
liaise with agency analysts, meticulously 
compile relevant data, undergo extensive 
reviews, and eventually usher the rating 
into public disclosure. Given the meticulous 
nature of this evaluative process, the typical 
timeframe often extends over the course of 
several months.

Unlocking Untapped Potential

The BVI already punches above its weight 
in the realm of international finance, 
and its role as a global financial centre is 
already well-established. Yet, the absence 
of a sovereign credit rating stands out as 
an untapped opportunity for amplifying its 
influence and economic prospects.

By obtaining a sovereign credit rating, 
the BVI could unlock doors that lead to 
a host of benefits, from easier access to 
global capital markets to reduced costs of 
borrowing and a bolstered international 
reputation. In a world where size isn’t 
everything, the BVI stands to gain 
enormously by filling this conspicuous gap 
in its financial profile. 

The question raised at the beginning of 
this article asked why the BVI should care 
about obtaining a credit rating, and the 
benefits were broadly identified, detailing 
the immense opportunities available for the 
territory. So now we must ask ourselves one 
final question: How quickly can we get a 
sovereign credit rating? BB


