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1 REPORT OF THE PRESIDENT 

 

1.1 General review 
 
Following the escalation of the international financial crisis in 2008, global output 
contracted significantly in 2009. Output dropped sharply in the major industrialized 
economies while slowing down in the emerging economies. The Netherlands Antilles 
was not exempted from the global economic downturn and recorded an estimated real 
economic contraction of 0.2% in 2009. The decline in economic activities was 
attributable entirely to lower domestic demand. The decrease in domestic demand was 
related to reduced private demand, partly offset by increased public demand. Private 
demand dropped as consumer spending slowed down, while private investment declined. 
Meanwhile, public demand rose because of increased public consumption and 
investment. The gain in public consumption was related to higher outlays on wages & 
salaries, while investments expanded because of the accelerated implementation of Social 
Economic Initiative (SEI) projects. The economic contraction was dampened by an 
increase in net foreign demand as imports dropped faster than exports.   
 
After several years of improvement in the labor market, labor conditions worsened in 
2009 as a result of the economic downturn. As a consequence, the weighted 
unemployment rate in the Netherlands Antilles rose from 9.7% in 2008 to 10.0% in 
2009. The labor market in St. Maarten in particular, was affected negatively by the 
economic contraction. The jobless rate there rose to 12.2% in 2009, up from 10.6% in 
2007. In contrast, the labor market conditions in Curaçao improved, resulting in an 
unemployment rate of 9.7%, down from 10.3% in 2008. The inflation rate in the 
Netherlands Antilles fell from 6.3% in 2008 to 1.6% in 2009, reflecting the worldwide 
decline in inflationary pressures. During 2009, global inflationary pressures eased 
considerably as prices of commodities (both oil and non-oil) dropped. 
 
Sectoral data reveal that output contracted in most industries of the economy, with the 
exception of the transport, storage & communication, manufacturing, and utilities 
sectors. The contraction in output was most pronounced in the hotel & restaurants 
sector, due mainly to a decline in stay-over tourism. Stay-over tourism contracted on all 
islands of the Netherlands Antilles, and the number of visitors fell in all but the 
European market, which benefited from the strong euro vis-à-vis the US dollar. 
Meanwhile, the number of stay-over visitors from North America dropped sharply, 
reflecting the economic downturn. The South American market contracted significantly, 
due mainly to the tightened exchange control measures in Venezuela that resulted in a 
drop in the number of Venezuelan tourists. Cruise tourism also declined in 2009, owing 
entirely to a drop in the number of cruise tourists in St. Maarten.  
 
Activities in the wholesale and retail trade sector shrank in 2009, reflecting a downturn in 
the free- zone and tourism sectors combined with a decline in domestic spending. The 
construction sector posted negative results as several of the major real estate and 
tourism-related projects were completed or reached their final stage in 2009. Economic 
growth also was reduced by the real estate, renting and business services sector reflecting 
primarily a decline in the purchase of properties and investments by nonresidents.  
 
Real value added in the financial services sector shrank as well, as a result of a decline in 
domestic financial services, partly offset by increased international financial services. The 
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latter was reflected by increased domestic operational expenses. The decline in domestic 
financial services was attributable entirely to a drop in profits. 
  
In contrast, the transport, storage & communication sector performed positively owing 
to higher profits and increased investment spending in the telecommunication sector. In 
addition, air transportation activities rose as the domestic airlines transported more 
passengers. Conversely, the value added of airport-related activities shrank, reflecting 
lower stay-over arrivals. Furthermore, the harbors in the Netherlands Antilles recorded 
negative results as the number of ships and cargo handled dropped and oil transshipment 
activities declined, partly offset by increased oil storage.  The manufacturing sector and 
the utilities sector also expanded in 2009. Increased activities in the manufacturing sector 
were accounted for primarily by sales and re-export activities by the refinery in Curaçao, 
mitigated by a decline in ship repair activities. The utilities sector posted a growth as a 
result of more electricity and water production and ongoing investment activities.  
 
The deficit on the current account of the balance of payments narrowed markedly in 
2009 as a result of increased net current transfers from abroad and a decline in the trade 
deficit. Net current transfers from abroad rose due to the transfer of debt relief funds by 
the Dutch government. The narrowing of the trade deficit resulted from lower imports 
offsetting a decline in exports. Imports dropped because of reduced domestic spending 
and a contraction in the free-zone and tourism sectors. In addition, lower international 
fuel prices and bunker volumes sold contributed to the fall in the value of imports. 
Exports shrank because of lower bunkering activities, reduced re-exports by the free-
zone companies, and a decline in merchandise exports to Europe under the O.C.T.1 
agreement. The improvement of the trade and current transfers balances was mitigated 
by a deterioration of the services and income balances. The deterioration of the services 
balance was accounted for primarily by the sharp decline in tourism, partly offset by 
increased activities at the refinery in Curacao and international financial and business 
services provided to abroad. The income balance worsened mainly as a result of lower 
interest income earned on foreign assets held by resident companies, reflecting a decline 
in interest rates on debt securities in the international financial markets. In addition, 
dividend and interest payments by Netherlands Antillean institutions to abroad rose.  
 
The current account deficit was financed primarily by increased net borrowing from 
abroad and direct investments. However, as the current account deficit narrowed, 
external financing increased at a slower pace in 2009 than in 2008. The growth in net 
borrowing from abroad was related mainly to the net decline in domestic companies’ 
foreign bank balances, the repatriation of funds abroad by local financial institutions, and 
increased net trade credits received from abroad. Net direct investments expanded 
primarily because of a growth in liabilities of domestic companies with their foreign 
affiliates and the purchase of real estate by nonresidents. The increased foreign financing 
was mitigated by the net redemption of debt securities held by nonresidents and higher 
investments in debt securities abroad by the institutional investors. In addition, capital 
transfers dropped, reflecting a decline in development aid funds received from the 
Netherlands. As total foreign financing exceeded the current account deficit, net 
international reserves of the Netherlands Antilles increased again in 2009, reflecting the 
ninth consecutive annual balance of payments surplus. The average import coverage 
improved to 4.1 months of merchandise imports, well above the Bank’s target of three 
months. 

                                                 
1 Overseas Countries and Territories 



 4

 
The general government registered a cash surplus of NAf.761.8 million, a turnaround 
compared to the deficit of NAf.172.1 million that was registered in 2008. Noteworthy is 
that this was the first cash surplus since 1986. This significant improvement can be 
ascribed largely to the debt relief that was initiated in 2009 in the form of debt service 
payment assistance for the central government and the island government of Curaçao. As 
part of the debt relief program, the Dutch government paid 100% of maturing principal 
and 70% of interest payments due by these two entities during 2009 and settled a large 
part of outstanding payment arrears. In addition, tax revenues expanded, reflecting gains 
in taxes on income & profits, sales tax, and excises on gasoline. Nontax revenues also 
rose because of higher dividend payouts by public enterprises. Since the implementation 
of the debt relief program was coupled with the introduction of a legally binding 
balanced budget rule and supervision of the finances of the public sector by the “College 
Financieel Toezicht” or “CFT”, expenditure growth was contained in 2009. Current 
expenditures rose due to increased transfers and higher personnel costs. The latter was 
related to the indexation of the salaries of civil servants and teachers. In contrast, capital 
transfers dropped as the central government settled less of its outstanding obligations.  
 
The debt relief not only resulted in a significant improvement of the budget balance, but 
it also contributed to a considerable reduction in the consolidated public debt of the 
Netherlands Antilles. Hence, the debt ratio dropped from 82.0% in 2008 to 73.7% of 
GDP in 2009. These developments show the significant positive impact of the debt relief 
on the public finances.  
 
The monetary aggregates expanded again in 2009, albeit at a slower pace than in 2008, 
due solely to foreign factors. Net foreign assets grew as a result of the balance of 
payments surplus and the annual revaluation of the gold stock. In contrast, net domestic 
assets contracted due to a decline in net credit to the government mitigated by net credit 
expansion to the private sector. Net credit to both the central government and the island 
governments declined in 2009 because of the debt relief granted by the Dutch 
government. Meanwhile, private sector loans increased in all loan components on the 
Leeward and the Windward islands. However, the growth decelerated for both 
mortgages and business loans extended. The smaller growth in business loans can be 
ascribed to more cautious lending policies of the commercial banks as a result of 
increased nonperforming loans and the weakening economy. 
 
During 2009, the Bank relaxed its monetary policy, motivated by the solid import 
coverage and the moderated growth in private credit extension. Therefore, the reserve 
requirement percentage was reduced each month by 25 basis points to reach 10.25% at 
the end of 2009. During the biweekly auctions of Certificates of Deposit (CDs), the Bank 
focused only on refinancing the maturing CDs. The Bank’s official lending rate was kept 
unchanged at 1.00% in line with the monetary policy stance of the US Federal Reserve 
aimed at maintaining a low policy rate.  
 
1.2 Policy considerations 
 
The global recession had a greater impact on the economy of the Netherlands Antilles in 
2009 than initially anticipated. Nevertheless, a recovery is projected for 2010 with an 
estimated real GDP growth of 0.7%, in line with the global economic recovery. There 
are, however, some downward risks associated with this projection. These risks include 
(1) the uncertainties regarding the timing of the starting up of the refinery in Curacao. A 
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delay in the startup implies a commensurate delay in the economic rebound. It is 
therefore critical that efforts be directed at a swift resolution of the perils inhibiting a 
startup; (2) the pace of labor market improvements in our main tourism markets. As long 
as unemployment and disposable income in those markets do not show signs of 
sustainable improvement, any recovery from those markets will remain uncertain ; and 
(3) a further depreciation of the euro against the US dollar. Moreover, the global recovery 
has proven fragile so far, dominated by the European debt crisis. Although this new 
crisis seems to be contained, the international financial markets react nervously to every 
piece of disappointing economic news, which results in large fluctuations in securities 
prices and interest rates among countries. Only strong, internationally coordinated policy 
actions are likely to steer the global economy into calmer waters. 
 
Amidst a turbulent international economic environment, the Netherlands Antilles is 
closing the final chapter of its existence. According to plan, the current constellation of 
five islands will be dismantled on October 10, 2010, with Curacao and St. Maarten 
gaining the status of autonomous countries in the Kingdom of the Netherlands, and 
Bonaire, St. Eustatius, and Saba being integrated into the Netherlands. It is becoming 
increasingly evident, however, that on the target date, only the necessary legislation will 
be in place for the transition. Curacao and St. Maarten will not yet be ready to function as 
fully fledged autonomous countries because the government apparatus for various tasks 
is still incomplete. This issue poses the greatest challenges for St. Maarten, which has to 
establish many new government departments. The current central government apparatus 
is concentrated in Curacao. Therefore, the main challenge for the new country of 
Curacao is to smoothly merge the central and island departments. 
 
For the tasks that cannot yet be executed autonomously by the new countries, a 
transition period will be established under supervision of the Kingdom. During that 
period, staff can be recruited and trained and offices equipped for an efficient and 
effective execution of the new tasks. Therefore, the temporary supervision by the 
Kingdom of certain government tasks ought to be viewed as a transitional phase to 
enable the new entities to build strong institutions consistent with the new autonomous 
status. After all, the ultimate goal is to build up strong, well-governed countries that can 
face the many challenges ahead autonomously and with confidence. 
 
The soon to be abolished Netherlands Antilles leaves behind a sound economic legacy, 
providing a healthy starting position for the new entities. The growth of our economy 
compares favorably with the region, inflation is low, and our foreign exchange reserves 
and import coverage have reached an all-time high. The debt relief provided by the 
Dutch government contributed to balanced budgets and a declining public debt. This 
sound economic foundation provides the necessary room to focus our efforts on the 
many outstanding issues that have to be addressed on our way towards autonomous 
countries within the Kingdom. 
 
Also the central bank is confronted with changes regarding the new constitutional 
structure. The current Bank van de Nederlandse Antillen will be transformed into a 
common central bank for Curacao and St. Maarten following the decision of these 
entities to form a monetary union with a common currency. By contrast, Bonaire, St. 
Eustatius, and Saba decided to adopt the US dollar as legal tender as of January 1, 2011. 
A commission with representatives of the island governments of Curaçao and St. 
Maarten and the current central bank has prepared a draft charter for the new central 
bank. The charter was presented in May 2010. Provisions have been made for 
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representation of the two new countries in the boards of executive and supervisory 
directors, capital participation, and profit sharing. 
 
One year ago, in light of the preparations for the constitutional changes and the new 
financial-economic realities in the world revealed by the financial crisis, I proposed that 
we consider dollarization as a viable alternative currency system for Curacao and St. 
Maarten. In my opinion, the prospect of more financial-economic stability in the long 
run outweighs the drawbacks of giving up one’s own currency. However, both the 
government of Curacao and St. Maarten reaffirmed their commitment to an own 
common currency when they become a country. 
 
An own currency certainly is a viable option for Curacao and St. Maarten. The 
Netherlands Antillean guilder has served us well for four decades. Given that the new 
currency will be pegged to the US dollar at the same rate as the guilder and that the 
current central bank organization will go over into the new central bank, it is likely that 
the new currency will inherit the stability and confidence of the current currency. 
However, the new setting, i.e., a common central bank for two autonomous countries, 
differs significantly from the current setting of one country, posing major challenges for 
the new countries. The high degree of policy coordination required to ensure a balanced 
and effective monetary policy is one of the greatest challenges we face because it means 
that already some of the newly won policy autonomy has to be forfeited. The recent 
crisis in the European Monetary Union illustrates that violation of the agreed policy rules 
by a member country can jeopardize the stability of the common currency. Also, the 
introduction of uniform legislation for monetary and financial sector supervision in both 
countries is a complex task ahead of us.  
 
The truly enduring lesson we have learned from the current Bank charter is that effective 
governance of the new central bank can be guaranteed only if certain preconditions are 
met. First, the new countries will have to continue adopting similar legislation, rules, and 
regulations related to monetary and financial sector supervision at the same speed. Also, 
coordination of fiscal policies is recommended, but for the time being, this coordination 
will be guaranteed by the common budget rules monitored by the CFT. Second, the 
current high degree of autonomy of the central bank from the government should be 
preserved. This autonomy guarantees that the bank’s monetary and supervisory policy 
decisions are made without political interference. Third, the board of directors of the 
central bank should meet clearly specified professional and personal qualifications. 
Furthermore, the members of the board of directors should abstain from activities that 
would create conflicts of interest regarding their role as central bankers. When stipulating 
the requirements for the board of directors, we also should take into consideration the 
reality of our labor market. Hence, we should avoid limitations on, for example, age or 
nationality that could become barriers to the appointment of experienced professionals. 
And finally, an independent and expert supervisory board should be appointed. The 
supervisory board plays a crucial role in ensuring the effective administration of the 
central bank. Because the supervisory board is part of the governance structure of an 
independent central bank, it also should have a high degree of autonomy in executing its 
functions. Similar to the board of directors, the members of the supervisory board 
should be selected on the basis of predetermined personal and professional 
qualifications. Age or nationality should not play a role. If the draft legislation for the 
establishment of the common central bank does not meet those requirements, it will 
erode the autonomy of the new central bank and hence its ability to pursue independent 
monetary policy.  
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Changes also are ahead in the area of financial sector supervision. In the new 
constitutional structure, the financial institutions operating in Bonaire, St. Eustatius, and 
Saba will become subject to supervision by the Dutch authorities. Since most of these 
institutions are branches or affiliates of a head office established in Curacao or St. 
Maarten, cooperation between the new central bank and the Dutch supervisory 
authorities will intensify. In preparation for this closer cooperation, a seminar on 
financial sector supervision in the Kingdom was held in March 2010. All participants 
emphasized the need for closer cooperation, not only in light of the constitutional 
changes but also to support each other in the implementation of measures to strengthen 
supervision agreed upon on the international level after the recent financial crisis.  
 
As I have stated on earlier occasions, in the supervisory structure that I envision, every 
country within the Kingdom will have its own supervisory institutions, complemented by 
a standard-setting body at the Kingdom level or Committee of Kingdom Supervisors. 
This body should consist of the presidents of the respective central banks and should be 
in charge of preparing legislation in line with international best practices, the timely 
implementation of rules and regulations, and monitoring compliance. Such a structure 
will guarantee compliance with international supervisory standards. In addition, this 
structure will create a level playing field with uniform rules within the Kingdom and will 
promote credibility and transparency. The existing cooperative agreements between the 
central banks of the Netherlands, Aruba, and the Netherlands Antilles can serve as a 
basis for the development of a firm supervisory architecture and the achievement of 
sound financial institutions and financial stability in the new countries of the Kingdom.  
 
An independent, competently staffed central bank for Curacao and St. Maarten is 
essential for promoting the stability of the common currency and a sound financial 
sector. These are prerequisites for an economic climate conducive to sustainable growth 
in the new countries of Curacao and St. Maarten, creating prospects for a broad-based 
increase in welfare for their population.  
 
On October 10, 2010, a major step will be made towards more autonomy. If we are to 
succeed as a new country, we have to understand our potential but at the same time the 
dangers of exceeding our limits. Autonomy is a means to achieve an end, the ultimate 
objective of which is increased welfare for our populations. Therefore, we should be 
deliberate in our efforts to understand the realities that are confronting us. We live in an 
increasingly globalized world that has eroded national boundaries. This means that we are 
less able to control and solve all of our problems by ourselves. Paradoxically, more 
autonomy may mean more cooperation and coordination on the Kingdom level.  
 
To achieve those ends, we have to determine them intelligently and pursue them 
vigorously. From October 11 onward, our diversity and differences of opinion should be 
the source of our strength and not cause for failure. 
 
E.D. Tromp 
President 
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2 INTERNATIONAL ECONOMIC DEVELOPMENTS  
 
Despite an economic rebound in the second half of 2009, real GDP of the United States 
decreased by 2.4% in 2009, the worst performance since 1946. This economic decline 
was related mainly to decreases in consumer spending and private investment, 
particularly in nonresidential fixed investment. Nevertheless, real GDP contraction was 
somewhat alleviated by an improvement in the trade balance as the reduction in imports 
outweighed the decline in export demand. As a result, the current account deficit 
narrowed considerably by 39% to $430 billion. Consumer spending and, consequently 
imports were limited by the high unemployment. Faced with lower pay, tight credit 
conditions, and declining net household wealth, consumers became very cautious about 
spending. Low demand, weak revenue, excess capacity, and stringent lending conditions, 
forced companies to cut back on investments in buildings and equipment & software as 
well as personnel. In December 2009, the number of unemployed soared by 34.0% while 
employment numbers shrank by 4.0%. As a result, the US jobless rate reached 10.0% in 
2009. The jobless rate would have been much worse if not for the gain in the number of 
discouraged unemployed workers who stopped looking for work. The job losses were 
widespread in the manufacturing, construction, retail, and the leisure & hospitality 
industries. Despite a recovery in commodity prices, the United States experienced a 
deflation of 0.4% in 2009 mostly because of the lagged effects of the past drop in 
commodity prices. To promote the recovery of the economy, the Federal Reserve kept 
the Fed funds rate unchanged at a record low near zero and pledged to hold it there for 
an extended period of time. 
 
Table 1  Key economic indicators of selected countries 
 

 United States Netherlands Venezuela 
 2008 2009 2008 2009 2008 2009 

Real GDP (% change) 0.4 -2.4 2.0 -4.0 4.8 -3.3 
Consumer prices (%)             3.8 -0.4 2.5 1.2 31.4 26.0 
Unemployment rate (%) 7.2 10.0 3.9 4.9 6.1 6.6 
Sources: US Bureau of Economic Analysis, US Bureau of Labor Statistics, Central Bureau of Statistics 
Netherlands, Banco Central de Venezuela, and Instituto Nacional de Estadistica Venezuela 
 
The output in the Netherlands decreased by 4.0% in 2009, driven by decreases in private 
and external demand. Public demand reported a gain but was offset by the drop in both 
private investment and consumer spending. The slump in residential as well as non-
residential investment led to a significant downturn in private investment. With 
underutilized resources and profits under pressure, many businesses saw no need to raise 
their investments. Households were saving more because of the lack of confidence and 
major losses of wealth, the latter owing to declines in home prices and stock markets. 
Furthermore, rising unemployment weighed on consumer spending. The economic 
downturn translated into fewer jobs, resulting in a higher unemployment rate of 4.9% in 
2009. Lower private demand led to less import demand. Meanwhile, both re-exports and 
domestically produced exports contracted, resulting in a significant drop in exports of 
goods & services. As a result, the trade surplus narrowed, but at a slower pace than in 
2008. The decline in the global economy placed a downward pressure on the prices of 
energy and other commodities. As a consequence, inflation in the Netherlands 
decelerated from 2.5% in 2008 to 1.2% in 2009. As opposed to a surplus in 2008, the 
general government budget showed a deficit of 5.3% of GDP in 2009. Government 
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finances exceeded both the EMU deficit and debt criterion. This deviation was caused by 
a gain in government spending, resulting from the support to the financial sector and 
rising social benefits spending. In addition, government revenues fell because of lower 
proceeds from the corporate tax, VAT, property transfer tax, and dividend tax.  
 
Venezuela had benefited from a five-year boom of fast growth led by soaring oil prices 
and lavish social spending, but this growth came to a sudden stop in 2009 when global 
oil prices crashed. Oil prices recovered somewhat in the second half of the year, but the 
economy did not follow suit. Venezuela’s heavily oil-reliant economy was gloomy, as real 
GDP fell by 3.3% in 2009. This unfavorable result was related largely to fewer activities 
in the private sector offsetting the gain in the public sector. All industries posted a 
decline with the exception of electricity & water, construction, and communication. 
Investors’ confidence eroded because of the government’s economic policy comprising 
(1) more regulations and constant threats to domestic and foreign companies; (2) foreign 
exchange and price controls; (3) a firing freeze; and (4) systematic expropriations and 
nationalization risk. The government nationalized many of Venezuela's major industries, 
along with some food production, telecommunications, and electricity plants. Meanwhile, 
the state-owned companies were not able to compensate for the production loss by the 
private sector. This situation led to shortages of food and other commodities.  
 
U.S. dollar sales in Venezuela were cut in the first half of 2009 after the drop in oil 
revenues, pushing travelers and importers to the parallel market and fueling inflation. 
However, the sale of U.S. dollars at the official exchange rate was raised by 35% in the 
third quarter after the recovery of oil prices. Soaring inflation is the country’s biggest 
threat; Venezuela has the highest inflation in Latin America. The inflation rate remained 
high at 26.0% in 2009, a deceleration from 2008’s 31.4%. The current account surplus 
shrank considerably to $8.6 billion in 2009 largely because of the decline in oil exports. 
Venezuela’s economic downturn was accompanied by a higher jobless rate of 6.6%. 
 
 
3 GENERAL ECONOMIC DEVELOPMENTS IN THE 

NETHERLANDS ANTILLES 
 
3.1 Introduction 
 
The sharp slump in the global economy placed a strain on the Netherlands Antillean 
economy. Overall economic activity in the Netherlands Antilles contracted slightly by 
0.2% in 2009 because of a decline in activities in the private sector.  Conversely, the 
surplus in net exports had a dampening impact on the GDP decline, as imports fell at a 
faster pace than exports. The retreat of fuel and food prices on international markets 
curbed the inflationary pressures, leading to a lower inflation rate of 1.6% in 2009 (see 
Graph 1). In line with the lower economic output, the employment situation 
deteriorated, resulting in a higher jobless rate of 10.0%2 in 2009, compared to 9.7% in 
2008.  
 
 

                                                 
2 BNA estimate 
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Graph 1  Economic development in the Netherlands Antilles (% change) 

 
 
On the expenditure side, domestic demand contributed to the real GDP decrease in 
2009. The contraction in private demand offset the gain in public demand, attributable to 
the downturn in domestic demand (see Table 2). Households curtailed their spending, 
leading in part to the downturn in retail sales. Contrasting with the gain in 2008, private 
investment contracted in 2009. Much of this weak performance was supported by a 
decline in mortgages and business loans. Conversely, public demand registered an 
increase, sustained by a rise in both public consumption and public investment. Also, net 
foreign demand improved as lower import demand offset export decline. Weak 
consumption and investment accompanied by lower fuel and food prices reduced the 
import bill. In addition, the low import demand was due to declines in imports for the 
free-zone, tourism, retail, and construction sectors. Meanwhile, the global economic 
downturn contributed to decreases in tourism receipts and bunkering activities, causing a 
marked reduction in exports of goods & services. 
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Table 2  GDP growth by expendituresa (real percentage changes) 

 2007 2008 2009

Domestic expenditures, of which: 10.7 6.5 -0.5
Private sector 10.3 6.9 -0.9
- Investment 5.3 4.9 -1.1
- Consumption 5.0 2.0 0.2
Government 0.4 -0.4 0.4
- Investment 0.1 -0.3 0.2
- Consumption 0.3 -0.1 0.2

Changes in inventory 1.0 -0.6 0.0
Foreign net expenditures, of which:  -7.9 -3.8 0.2

Export of goods and services 0.4 5.7 -9.1
Import of goods and services 8.3 9.4 -9.3

  
GDP by expenditures 3.8 2.1 -0.2
Net primary income 0.2 -0.9 -1.1

Gross national income 3.9 1.2 -1.4

Net current transfers from abroad -1.2 -0.2 8.6

Gross national disposable income 2.7 1.0 7.2
Source: BNA estimates. 
a Expenditure categories data are weighted contributors to GDP growth. 
 
During 2009, weak output growth and the decline in net primary income from abroad 
contributed to a reduction in gross national income of the Netherlands Antilles. Net 
primary income from abroad was down largely because of lower interest income earned 
on portfolio and other investments accompanied by higher interest payments abroad. By 
contrast, gross national disposable income posted an increase, stemming from a gain in 
net current transfers related to the debt relief provided by the Netherlands. National 
savings expanded because of an increase in public savings, which offset the slight 
deterioration in private savings in nominal terms. The decline in private savings was 
reflected by less credit extension, external financing, and development aid. The 
improvement in public savings was aided primarily by the sizeable capital inflow of debt 
relief funds. With these debt relief funds, the government needed less financing. As a 
result, the public finances improved despite a growth in public demand.  
 
3.2 Domestic production 
 
Throughout 2009, the public sector saw a growth, which was tempered by a contraction 
in the private sector. Fiscal policy expanded, resulting in gains in public consumption as 
well as investment. Meanwhile, the weak economic development in the Netherlands 
Antilles was evident in almost all branches in the private sector, with the exception of 
manufacturing, utilities, and transport, storage & communication (see Table 3). 
 
Contrasting with 2008, construction investment was reduced considerably in 2009, 
reflecting to some extent less credit extension of business loans and mortgages. Activities 
in the construction sector were down because many of the major hotel, real estate, and 
other tourism-related projects were almost completed or finalized.  
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Real value added in the wholesale & retail trade sector contracted by 5.0% in 2009, 
stemming from declines in the free zone, tourism, as well as domestic spending. The 
number of free-zone visits fell by 18.2%, owing largely to declines in the Venezuelan 
market. This development matched the significant decrease in the number of Venezuelan 
visitors to Curaçao during 2009. 
 
The dismal performance of the tourism sector in the Netherlands Antilles reflected the 
state of the world economy. After a growth of 12.8% in 2008, stay-over tourist arrivals 
dropped by 8.2% in 2009. The cruise tourism industry suffered a similar fate (-1.9%) 
solely because of the decline in cruise ship visitors in St. Maarten. With the exception of 
the European market, all other markets accounted for fewer stay-over arrivals in the 
Netherlands Antilles. The European travelers continued to benefit from the weak US 
dollar, which aided the growth in this market. Meanwhile, the considerable fall in the 
South American market was due mostly to the tightened exchange control measures 
imposed by the Venezuelan government. As proceeds from oil exports shrank, access to 
US dollars became even more difficult. As a result, the sale of US dollars at the official 
rate was cut by 35% in the first half of 2009. The real value added from hotels & 
restaurants contracted by 5.8%, a result of the beleaguered tourism industry.  
 
An analysis by island reveals that all three islands contributed to the poor results in stay-
over tourism. St. Maarten’s tourism is heavily dependent on US visitors, and was 
therefore greatly affected by the economic downturn in that country. In 2009, 55% of St. 
Maarten’s stay-over tourist arrivals were from the United States, followed by France with 
15%. The effect of the slump in the US economy on the island’s tourism industry was 
reflected by a 7.4% decrease in stay-over visitors, of which US arrivals comprised 6.8%.  
The hotel occupancy rate fell by 4 percentage points to 60% during 2009. (See Table 9 in 
the appendix for more details.)  
 
Throughout 2009, Curaçao’s tourism shrank by 8.9%, contrasting sharply with the 34.1% 
growth in 2008. All markets posted a drop, except for the European market, which was 
supported largely by Dutch visitors. The overall weak tourism performance was due 
mainly to decreases in the North American and South American markets. Following a 
buoyant performance in the last two years, the number of Venezuelan travelers fell 
sharply in 2009. The number of Venezuelan visitors comprised 2.5% of the decrease in 
Curaçao’s tourism. Against the backdrop of the unfavorable stay-over arrivals, the 
number of visitor nights was down by 8.9%. In addition, the hotel occupancy rate 
dropped by 10.2 percentage points from 2008 to 74.8% in 2009. 
 
Bonaire’s tourism suffered a 9.9% drop in the number of visitors in 2009. This gloomy 
picture was caused largely by a significant drop in American tourists visiting the island 
(21.8%). In addition, the number of European and Caribbean travelers was down, 
exacerbating the decline. By contrast, the South American market expanded, but not 
enough to offset the contraction in the other markets. 
 
The negative results in the financial services sector were due to fewer activities in 
domestic financial services, offsetting the gain in the international financial services in 
terms of value added. The decrease in the domestic financial services sector was related 
solely to lower profits in real terms. By contrast, the positive stimulus in the international 
financial sector was led by higher domestic operational expenses. 
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In the wake of the global economic slump, the real estate, renting, & business services 
sector contracted. This sector was adversely affected by a decline in the purchase of 
properties and investments by nonresidents. Also, many large tourism projects were near 
completion, resulting in a drop in activities during 2009. This drop should be seen 
primarily in the context of the high level of output in 2008.  
 
Table 3  GDP by sector (real percentage changes)  
Sector 2007 2008 2009

Agriculture, fishery, & mining 7.6 4.9 -3.4
Manufacturing 2.4 -7.5 1.8
Electricity, gas, & water 3.0 0.5 4.0
Construction 9.8 9.7 -2.4
Wholesale & retail trade 1.9 1.3 -5.0
Restaurants & hotels 6.8 8.6 -5.8
Transport, storage, & communication 5.3 7.7 5.6
Financial intermediation 1.8 0.9 -0.4
Real estate, renting, & business activities 3.7 5.6 -2.3
Other community, social, & personal services 2.2 1.7 -2.2
Private households 1.1 0.6 -0.6
  
Total private sector 3.0 2.5 -0.7
Public sector 3.5 -1.7 1.6
  
GDP 3.8 2.1 -0.2

Source: BNA estimates 
 
Meanwhile, the favorable performance in the manufacturing sector had a mitigating 
effect on the decline in GDP. The main reason behind this development was that more 
activities in the oil sector outbalanced the decline in Curaçao’s ship repair. In terms of 
value added, the “Isla” refinery performed well, due to more sales activities and re-
export, in spite of lower total operational costs. The decrease in operational costs was 
mainly the result of lower own fuel use, led by a drop in fuel costs. Conversely, 
production levels in Curaçao’s ship repair industry were down, with a contraction in the 
number of man-hours sold. 
 
The utilities sector also posted an expansion, sustained by more electricity and water 
production on all islands. In addition, more investment spending occurred on the utility 
plants in both St. Maarten and Bonaire.  
 
In 2009, the transport, storage, & communication sector continued to expand, albeit less 
strongly than in 2008. The air transportation industry showed positive developments as 
the number of passengers transported by the domestic airlines increased. Nevertheless, 
airport-related activities shrank, related to a drop in total passenger traffic in the 
Netherlands Antilles that resulted from the decrease in the tourism sector. Moreover, 
harbor activities slowed because of drops in cargo movements as well as the number of 
ships piloted. Cargo movements across ports fell further, reflected by a decrease in both 
transshipment and local activities. Oil transshipment activities were down, while oil 
storage gained perceptibly, stemming from the sizable drop in sales of oil in Curaçao. 
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More investment spending and higher profits in the telecommunication sector added to 
the good performance of the transport, storage, & communication sector. 
 
3.3 Labor market 
 
The economic contraction impacted negatively on the labor market in the Netherlands 
Antilles. Following a decline in 2008, the jobless rate went up by 0.3 percentage point to 
10.0%3 in 2009 (see Table 4). The number of unemployed was up, while the number of 
employed persons declined. Labor productivity4 deteriorated slightly by 0.5% in 2009 
compared to a drop of 3.6% in 2008. 
 
Table 4  Labor market developments in the Netherlands Antilles  

(number of persons) 
 2005 2006 2007 2008 2009

Employed        76,213 78,373      82,722 86,630 86,480
Unemployed        14,752 11,904      10,707 9,323 9,598
Labor force        90,965 90,277      93,429 95,953 96,078
Total population      185,817 180,088 191,866 195,574 196,690
Participation rate         49.0%         48.0% 48.7% 49.1% 48.8%
Unemployment rate         16.2%         13.2% 11.5% 9.7% 10.0%
Source: Central Bureau of Statistics and BNA estimate 
 
In 2009, the higher jobless rate in the Netherlands Antilles stemmed mainly from a rise in 
St. Maarten’s unemployment rate to 12.2%5 compared to 10.6% in 2007. Although the 
female unemployment rate (14.0%) was higher than that of males (10.5%) during the 
period 2007-2009, the worsening labor market situation affected men to a greater extent 
than women primarily because the increase in the number of unemployed males was 
more than twice that of the unemployed females. The unemployed were concentrated in 
the construction, wholesale & retail trade, and the hotels & restaurants sectors. Besides 
St. Maarten’s overall higher jobless rate, the youth unemployment rate rose to 29.4% in 
2009, up from 26.0% in 2007. 
 
As opposed to St. Maarten, Curaçao’s unemployment rate fell further from 10.3% in 
2008 to 9.7% in 2009 because fewer people enlisted as unemployed. The main 
contributory factor to the lower unemployment was the reduction among female 
jobseekers. At the same time, the number of employed females was up. Consequently, 
more females found employment than their male counterparts, resulting in a lower 
female unemployment rate of 11.3%. The unemployment rate of males remained 
practically unchanged at 7.9%. The growth in employment occurred largely in the 
construction and wholesale & retail trade sectors. The lower unemployment rate in 
Curaçao was reflected also by a decline in the youth unemployment rate from 26.3% in 
2008 to 24.7% in 2009. 
 
 
 
 

                                                 
3 BNA estimate. 
4 BNA estimate for Curaçao; AKO (“Labor Force Survey”) 2009, Central Bureau of Statistics. Curaçao 
makes up about 65% of total employment in the Netherlands Antilles. 
5 AKO (“Labor Force Survey”) 2009, Central Bureau of Statistics. 
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3.4 Inflation 
 
Following a soaring inflation of 6.3% in 2008, the inflation rate in the Netherlands 
Antilles abated perceptibly to 1.6% in 2009, the lowest since 2002. On the price side, 
events were affected by the world economic downturn, leading to a decline in the prices 
of crude oil and other commodities. During 2009, crude oil prices fell by 36.3%6 in the 
world market, resulting in a discernible fall of external pressure on overall prices. The 
lower Antillean inflation corresponded with the declining inflation in our main trading 
partners (see Graph 2). 
 
The deceleration in 2009’s CPI was attributable largely to Housing (-1.4%) and Transport 
& Communication (-1.8%). The housing and transport components posted a decrease, 
stemming from lower utility and fuel prices. Housing and transport accounted for, 
respectively, 32.5% and 22.1% of total CPI. Food prices showed signs of easing (10.3%), 
after even sharper price gains in 2008. Compared to 2008, food price inflation dropped 
by 6.6 percentage points. An analysis by island shows that St. Maarten recorded the 
lowest inflation (0.7%) in 2009, followed by Curaçao (1.8%) and Bonaire (3.3%). (See 
Table 10 in the appendix for a detailed overview.) 
 
Graph 2  Developments in consumer prices (percentage change) 
 

 
 
3.5 Public finances 
 
3.5.1 Cash overview and financing 
 
The government sector’s contribution to real GDP in 2009 was positive, supported 
largely by the acceleration in the implementation of Social Economic Initiative (SEI) 
projects, and a rise in outlays on wages & salaries. However, the upturn in public 
spending was outweighed by a drop in private demand, resulting in a contraction of real 
GDP. During the course of 2009, government investment surged as the number of 
                                                 
6 International Financial Statistics, IMF. 
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approved and initiated development projects included in the SEI reached an all-time 
high. These projects, which are financed for the most part by the Dutch government, are 
aimed at restructuring and strengthening the economy of the Netherlands Antilles. In 
combination with the debt relief program, the SEI projects are expected to lead to higher 
sustainable economic growth and healthy public finances, facilitating the islands’ 
transition to their new constitutional status in the Dutch Kingdom. According to the 
plans, the ongoing process of dismantling the central government will be finalized on 
October 10, 2010. On this date, the BES islands7 will become an integral part of the 
Netherlands, while Curaçao and St.Maarten will become autonomous countries in the 
Dutch Kingdom. 
 
Under the debt relief program, the Netherlands will settle about 70% of the outstanding 
consolidated public debt of the Netherlands Antilles as of December 31, 2005. The debt 
relief was initiated in the beginning of 2009 in the form of payment assistance for the 
central government and the island government of Curaçao. The Dutch government paid 
100% of maturing principal and 70% of interest payments due by these two entities 
during 2009 and settled a large part of the arrears of the Netherlands Antilles. In total, 
the Netherlands Antilles received approximately NAf.1.04 billion in 2009 under the debt 
relief program. These grants resulted in a NAf.761.8 million cash surplus for the general 
government,8 its first cash surplus since 1986, and a vast improvement compared to 
2008’s NAf.172.1 million deficit. Moreover, the public debt-to-GDP ratio of the 
Netherlands Antilles dropped from 82.0% at the end of 2008 to 73.6% at the end of 
2009. (See Tables 11 and 12 in the appendix for a detailed overview.) 
 
The general government’s primary balance, defined as the fiscal balance excluding 
interest costs, improved to 12.1% of GDP in 2009, up from 1.9% of GDP in 2008 (see 
Table 5). This remarkable improvement can also be ascribed to the debt relief grants 
received in 2009. During the 2006-2008 period, by contrast, the general government ran 
a budget deficit each year despite recording a positive primary balance, which is 
indicative of the pressure being exerted on the public purse by interest expenditures. 
 
Table 5  Selected key variables of the general government (in millions NAf.) 
  2006 2007 2008 2009
Revenues  1,485.6 1,547.3 1,740.7 2,767.3

% of GDP 24.1% 23.7% 24.6% 38.6%
Tax revenues 1,284.1 1,392.4 1,538.7 1,587.5
Nontax revenues 110.7 122.3 176.8 199.2
Grants 89.8 30.8 17.7 978.1

  
Expenditures 1,675.2 1,717.7 1,912.8 2,005.5

% of GDP 27.2% 26.3% 27.0% 27.9%
Current expenditures 1,635.6 1,695.7 1,815.9 1,951.8
Capital expenditures 39.6 22.0 96.9 53.8

     
Budget balance -189.6 -170.4 -172.1 761.8

% of GDP -3.1% -2.6% -2.4% 10.6%
     
Primary balance 93.8 152.8 131.2 869.8

% of GDP 1.5% 2.3% 1.9% 12.1%

                                                 
7 Bonaire, St. Eustatius, and Saba. 
8 The general government consists of the central government and the island government of Curaçao. 
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In 2009, the revenues of the general government increased by approximately NAf.1.03 
billion compared to 2008. This growth was related primarily to the debt relief, 
complemented by increases in revenues from taxes on income & profit, goods & 
services, and nontax revenues. By contrast, revenues from property taxes and import 
duties declined, reflecting the contraction in the real estate sector and lower merchandise 
imports. Expenditure growth remained moderate during 2009 as the debt relief program 
was coupled with the introduction of a legally binding balanced budget rule and 
supervision of the finances of the public sector by an independent budget supervisory 
board, the “College Financieel Toezicht” or CFT. Consequently, the growth in general 
government expenditures decelerated to 4.8% in 2009, from 11.4% in 2008. Capital 
expenditures declined over the course of 2009, partly offsetting the increase in current 
expenditures. This increase was due mainly to higher transfers and gains in personnel 
costs towards the indexation of the salaries of civil servants and teachers to compensate 
for the elevated inflation in 2008. (See Table 11 in the appendix for a detailed overview.) 

A review of public sector revenues in 2009 reveals that owing to the debt relief, total 
grants climbed to NAf.978.1 million, up from NAf.17.7 million in 2008. Throughout 
2009, the central government and the island government of Curaçao received, 
respectively, NAf.571.5 million and NAf.598.6 million in total grants. A breakdown of 
2009 revenues other than grants shows a drop in nontax revenues at the central 
government level, offsetting a small rise in tax revenues mainly from sales tax and excises 
on gasoline. Total nontax revenues dropped as entrepreneurial & property income and 
other nontax revenues shrank compared to 2008. The island government of Curaçao, by 
contrast, generated both higher nontax and tax revenues during 2009. The rise in nontax 
revenues was related to increased dividend payouts by public enterprises at the end of 
2009, while higher wage tax and profit tax income were primarily responsible for the 
upturn in tax revenues.  

Throughout 2009, the central government increased its transfers to the island 
government of Curaçao to settle outstanding revenue-sharing arrears with that entity. 
These arrears were related to Curaçao’s share of the higher sales tax and import duties 
collected by the central government during 2008. The central government’s consumption 
and investments were on the rise in 2009, as higher outlays were made for wages & 
salaries and towards the purchase of real estate. However, outlays on goods & services 
grew at a slower rate in 2009 than in 2008 when the central government’s spending 
peaked, largely because of technical assistance costs associated with the process of 
constitutional change. Compared to 2008, the central government also settled less of its 
outstanding arrears to, for example, the postal savings bank (Postspaarbank). Hence, the 
central government’s capital transfers showed a significant drop in 2009 compared to 
2008.  
 
During 2009, the referendum and other processes related to the constitutional reform 
accelerated the growth in the island government of Curaçao’s spending on goods and 
services. Furthermore, the island government increased its spending on wages & salaries, 
transfers, and subsidies. In addition, the island government raised its investments to build 
up the institutional framework needed for becoming an autonomous country in the 
Dutch Kingdom. 
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Table 6  Financing of the cash balances (in millions NAf.) 
 Central government Curaçao government
 2008 2009 2008 2009
Monetary financing 39.9 -185.4 49.6 -275.4
  Central bank 7.6 -56.6 7.7 -122.0
  Commercial banks 30.5 -131.5 41.9 -153.4
  Coins and notes 1.8 2.7  -.-  -.-
Nonmonetary financing 48.9 -179.1 33.6 -121.9
  Government securities with the public -1.6 -120.4 27.1 -117.7
  Other 50.5 -58.7 6.6 -4.2
Cash balance -88.8 364.5 -83.3 397.3

 
In 2009, the government sector’s net borrowing was negative for the first time in several 
years. This turnaround was attributable to the debt relief grants from the Netherlands, 
which made it possible for both the central government and the island government of 
Curaçao to redeem their securities at maturity. Furthermore, the cash surplus registered 
by the two entities resulted in an overall increase in deposits with the banking sector (see 
Table 6). 
 
3.5.2 Public sector debt 
 
The central government and the island government of Curaçao were granted NAf.870.8 
million by the Dutch government to make debt-service payments in 2009. Additionally, 
the central government and the BES islands9 received NAf.98.7 and NAf.68.0 million, 
respectively, to settle outstanding arrears. The debt relief contributed largely to the 
improvement in the Netherlands Antillean public debt-to-GDP ratio, which fell from 
82.0% at the end of 2008 to 73.6% at the end of 2009. 
 
Graph 3  Development of total public debt-to-GDP ratio 

 
 

                                                 
9 Bonaire, St. Eustatius, and Saba. 
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The consolidated public debt of the Netherlands Antillean declined by NAf.518.6 million 
during 2009, registering just below NAf.5.3 billion at the end of the year. The debt relief 
program was primarily responsible for this improvement. Throughout 2009, the central 
government and the island government of Curaçao reduced their outstanding debt 
securities by NAf.322.9 million and NAf.240.8 million, respectively. As a result of these 
redemptions, the domestic share of public debt fell by NAf.563.2 million, outweighing 
the NAf.44.6 million rise in the foreign debt share. (See Table 12 in the appendix for a 
detailed overview.)  
 
The island government of Curaçao complemented the decrease in its outstanding debt 
securities with a reduction in its arrears with the public pension fund, APNA. The central 
government, on the other hand, partly offset the decline in its outstanding securities by 
incurring additional arrears with the APNA, the Social Security Bank, SVB, and other 
creditors. Furthermore, a reclassification of mutual obligations between the central 
government and the island governments of St. Maarten, Bonaire, and Saba led to a rise in 
the central government’s outstanding obligations. Conversely, the larger part of the 
NAf.25.3 million rise in St. Maarten’s debt to the central government was related to this 
reclassification.  
 
The domestic debt of the BES islands10 fell by NAf.10.3 million during 2009, due mostly 
to a reduction in the island government of Bonaire’s arrears with the APNA and the 
settlement of a maturing loan obtained from the central government. This settlement was 
made with funds received from the Netherlands under the debt relief program. The 
island governments of Curaçao and St. Maarten also benefitted from the settlement of 
this debt, which was shared by the three entities.  
 
The larger part of the NAf.44.6 million rise in the foreign share of public debt during 
2009 can be ascribed to the net accumulation of debt service arrears with the 
Netherlands by both the central government (NAf.18.2 million) and the island 
government of Curaçao (NAf.9.0 million). The foreign debt component also rose due to 
the depreciation of the US dollar against the euro at the end of 2009 compared to the 
end of 2008. Given the euro-denominated foreign debt and the peg of the Netherlands 
Antillean guilder to the US dollar, the depreciation of the latter currency triggered a rise 
in the guilder-equivalent of this debt. For the island government of Curaçao and the 
central government, the resulting rise in their foreign debt share was NAf.15.0 million 
and NAf.8.7 million, respectively. 
 

3.6 Developments in the balance of payments 
 
3.6.1 Introduction 
 
In 2009, the current account of the balance of payments recorded a deficit of NAf.669.2 
million compared with a deficit of NAf.1,560.9 a year earlier. This sharp decline 
stemmed largely from increased net current transfers received from abroad, combined 
with an improvement in the trade balance. Since the current account deficit dropped, 
the capital and financial account worsened at a slower pace in 2009 than in 2008. 
Overall, the balance of payments recorded a surplus of NAf.539.0 million in 2009 (see 
Table 7).  

                                                 
10 Bonaire, St. Eustatius, and Saba. 
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Table 7 Balance of payments summary (in millions NAf.) 
 2006 2007 2008 2009 
Current account -465.2 -1,063.0 -1,560.9 -669.2 
Capital transfers 179.6 219.0 244.8 200.6 
Acquisition of nonproduced non-
financial assets 

0.0 0.2 0.0 0.0 

External financing of the government -8.5 5.8 5.4 7.7 
External financing of the private sector 315.0 976.3 1,579.8 866.1 

- Direct investment *) -140.5 425.1 449.0 196.4 
- Loans and credits *) 353.9 700.5 1,257.4 858.4 
- Portfolio investments *) 101.6 -149.3 -126.6 -188.7 

     
Change in net foreign assets of banking 
system *) 

-84.1 -277.5 -371.6 -539.0 

- with central bank -73.7 -297.0 -282.7 -85.6 
- with commercial banks -10.4 19.5 -88.9 -453.4 

     
Statistical discrepancies 63.3 139.4 102.4 133.9 
*) a minus sign implies an increase 
 
3.6.2 Current account 
 
In 2009, the deficit on the trade balance shrank by NAf.346.7 million compared to 2008 
as a decline in merchandise imports outpaced the drop in exports. The latter drop was 
due largely to lower foreign exchange revenues from bunkering activities, reflecting 
both a decline in international fuel prices and a drop in volume sold. In addition, re-
exports by the free-zone companies decreased largely because of lower demand from 
the Caribbean and South American markets. Furthermore, merchandise exports under 
the O.C.T. 11  agreement to Europe declined, reflecting the economic downturn in 
Europe. 
 
Merchandise imports contracted in 2009, largely because of weakened domestic demand 
and a downturn in the tourism and free-zone industries. Moreover, lower international 
fuel prices and a decline in bunkering volumes sold contributed to the fall in the value of 
imports. An analysis by island reveals that the decline in merchandise imports on the 
Windward Islands can be accounted for largely by lower retail activities reflecting the 
downturn in the tourism sector. Furthermore, construction activities dropped as several 
tourism projects were completed. The fall in merchandise imports on the Windward 
Islands was offset partly by increased imports by the utility sector, reflecting ongoing 
investments in the energy plant in St. Maarten. Lower imports by free-zone companies 
were the main cause of the decline in merchandise imports on the Leeward Islands. The 
free-zone companies imported less in 2009 as a result of the decline in re-exports. The 
decline in merchandise imports on Curaçao and Bonaire also was related to weakened 
private spending. 
 
The services balance worsened by NAf.139.0 million, due mainly to a decline in foreign 
exchange earnings from the tourism industry. Foreign exchange revenues from stay-over 
tourism dropped on all islands of the Netherlands Antilles: NAf.63.0 million (8.1%) on 
the Windward islands, NAf.38.6 million (6.7%) on Curaçao, and NAf.31.1 million 
(19.7%) on Bonaire. Meanwhile, foreign exchange revenues from cruise tourism 
                                                 
11 Overseas Countries and Territories 
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remained fairly stable on Curaçao and Bonaire, while dropping by NAf.22.5 million 
(6.9%) on the Windward Islands. The worsening of the services balance was offset partly 
by an increase in the refining fee paid by the Venezuelan oil company PDVSA as a result 
of increased activities at the refinery in Curaçao. Furthermore, foreign exchange revenues 
from international financial and business services rose as the result of increased activities 
in the international banking services sector. The developments on the trade and services 
balances resulted in an increase in net exports of goods and services by NAf.207.6 
million in 2009. 
 
The income balance deteriorated by NAf.98.8 million in 2009, due mainly to lower 
interest income earned on foreign assets held by resident companies. The latter is 
attributable to a decline in interest rates on debt securities in the international financial 
markets. Moreover, dividend and interest payments on foreign investments in the 
Netherlands Antilles rose. In contrast, the current transfers balance improved by 
NAf.782.8 million due to the transfer of funds by the Dutch government related to the 
implementation of the debt relief program in the Netherlands Antilles. Overall, the 
current account deficit dropped by NAf.891.7 million to reach NAf.669.2 million. (For a 
detailed overview, see Table 13 in the appendix.) 
 
3.6.3 Financing of the current account balance 
  
The current account deficit was financed largely through external financing of the private 
sector. However, as the deficit on the current account shrank in 2009, external financing 
of the private sector increased in 2009 at a slower pace than in 2008. The financing of the 
private sector in 2009 was related to a deterioration of the loans and credits balance and 
the direct investment balance, offset partially by an improvement in the portfolio 
investment balance. 
 
The loans and credits balance worsened by NAf.858.4 million, largely because local 
companies withdrew funds from abroad to finance a portion of their imports. Financial 
corporations also repatriated funds to finance their operations in the Netherlands 
Antilles. In addition, the net trade credits balance deteriorated by NAf.222.0 million 
because of a drop in net trade credits extended combined with an increase in net trade 
credits received. Net trade credits extended dropped by NAf.108.7 million as the rise in 
repayments offset the growth in credits extended to foreign customers. Meanwhile, net 
trade credits received from abroad grew by NAf.113.3 million as new trade credits 
received on imports exceeded the repayments of outstanding trade credits. The 
deterioration of the loans and credits balance was mitigated by an improvement of the 
net borrowing balance due to the net repayment of loans received from abroad. 
 
The direct investment balance deteriorated by NAf.196.4 million in 2009 because of 
increased liabilities of resident direct investment companies with their foreign affiliates. 
The purchase of real estate in the Netherlands Antilles by nonresidents also contributed 
to the deterioration of the direct investment balance, albeit to a smaller extent than 
during 2008. 
 
The portfolio investment balance, in contrast, improved by NAf.188.7 million due, 
among other things, to the net redemption of maturing debt securities held by 
nonresidents. These securities included bonds issued by the government in the past and 
debt securities issued to finance the construction of the airport in St. Maarten. In 
addition, local institutional investors invested in debt securities abroad. Meanwhile, 
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capital transfers dropped by NAf.44.2 million related to a decline in development aid 
funds received from the Netherlands.  
 
As a result of the strong capital inflow during 2009 and the smaller current account 
deficit, net foreign assets (i.e., international reserves) increased by NAf.539.0 million in 
2009 compared to 2008, reflecting a surplus on the balance of payments. This growth 
resulted from increases in net foreign assets held by the commercial banks (NAf.453.4 
million) and the central bank (NAf.85.6 million). (See Table 14 in the appendix for more 
details.)  
 
 
3.7 Monetary developments 
 
3.7.1 Monetary policy  
 
The Bank’s monetary policy is directed mainly towards controlling the growth of private 
credit extension. Thus, the Bank tries to preserve the official reserves target, i.e., a level 
of official reserves (excluding gold) that covers at least three months of forecasted 
merchandise imports. The Bank’s main monetary policy instruments, the reserve 
requirement and the auctioning of Certificates of Deposit (CDs), are used to influence 
the amount of base money. Given the ample import coverage and the moderate growth 
in private credit extension, the Bank relaxed its monetary policy during 2009. The reserve 
requirement percentage was reduced by 3.00 percentage points during 2009, reaching 
10.25% at the end of December 2009. During 2009, the Bank aimed only at refinancing 
maturing CDs during the biweekly auctions. However, due to a shortfall in subscriptions, 
the outstanding amount of CDs dropped by NAf.38.9 million, reaching NAf.69.1 million 
at the end of 2009. 
 
Adjustments in the Bank’s interest rates, i.e., the pledging rate and the maximum 1-
month CD rate, are related to developments in international interest rates and the Bank’s 
monetary policy. For successful CD auctions, the interest rate offered must be 
competitive with alternatives abroad. Therefore, the 1-month US$ libid rate is used as the 
reference rate. Due to a decline in both the US$ libid rate and the margin offered by the 
Bank, the CD rate was reduced by 41 basis points to 0.16% at the end of 2009. 
Furthermore, the Bank maintained its pledging rate at the historically low level of 1.00% 
during 2009, in line with the Federal Reserve’s policy to maintain its main policy rate 
between 0 - ¼ percent.  
 
3.7.2 Net accumulation of wealth and the money supply 
 
Money holdings of the private sector grew by NAf.600.4 million (8.8%) in 2009, a 
deceleration compared to the increase of NAf.774.4 (12.7%) in 2008. The increase in 
domestic liquidity in 2009 was attributable to an increase in net foreign assets 
complemented by a rise in domestic bank credit. (See Table 15A and Table 15B in the 
appendix for more details.) 
 

3.7.3 Factors affecting the money supply 
 
Net domestic assets dropped by 0.7% in 2009, a turnaround compared to the increase of 
7.5% in 2009. The 2009 contraction resulted from a substantial decline in domestic assets 
of the government (68.4%), induced by the debt relief funds granted by the Dutch 
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government. The growth in domestic assets of the private sector (10.7%) mitigated the 
contraction caused by the government.  
 
The decrease in net credit to the government in 2009 was attributable to both the central 
government (-44.4%) and the island governments (-105.9%). The contraction at both 
government levels can be explained by the debt relief granted by the Netherlands. As a 
result, the respective governments did not need to refinance their maturing securities.  
 
The private sector’s net credit expansion was driven mostly by the 8.7% (2008: 12.0%) 
growth in the loan component in 2009. Mortgages continued to grow strongly (20.2%), 
although at a slower pace than in 2008 (28.8%). In addition, consumer loans and business 
loans increased by 3.1% (2008: -0.9%) and 1.0% (2008: 7.8%), respectively. The increase 
in nonperforming loans combined with the weakening economic climate may have 
induced commercial banks to become more cautious in extending business loans. A 
similar development was noticeable by island group. 
 
The growth in net foreign assets accelerated in 2009 to 24.3% compared to 22.6% in 
2008. The expansion in 2009 was caused by an increase of 76.9% at the commercial 
banks coupled with an 8.9% increase at the central bank. The commercial banks’ net 
foreign assets accumulation was the result of investments in CDs, money market 
instruments, and securities abroad, and partly mitigated by increased deposits of foreign 
account holders. (See Table 16 in the appendix for a detailed overview.) 
 
3.7.4 Developments in domestic interest rates 
 
During 2009, the official lending rate of the Bank remained unchanged at 1.00%, while 
the maximum CD rate was reduced to 0.16%. The development in commercial bank 
lending rates showed a mixed development in 2009. Increased competition among the 
domestic commercial banks coupled with the lower rates abroad caused average 
mortgage rates to drop by 0.9 percentage point to 7.4%. Attuning to the prevailing 
situation, the commercial banks tried to preserve their interest rate margin by increasing 
the rate on more risky time loans and reducing borrowing rates. The average rate on time 
loans increased by 1.4 percentage points to 9.6%. In addition, the average interest rate on 
passbook savings decreased by 0.2 percentage point to reach 2.0%, while the average rate 
on a 12-month time deposit more than halved from 3.8% to 1.8%. As a result, the 
interest of investors waned, leading to a decline in the outstanding amount of time 
deposits. 
 
The yields on government securities dropped significantly during 2009 and were reflected 
in both long-term and short-term government paper. The average effective yield of 5-
year government bonds fell by 1.6 percentage points to 4.3%, whereas the interest rate 
on one–month treasury bills declined by 3.8 percentage points to 0.6% at the end of 
2009. This development can be ascribed to the further decline in international interest 
rates and the debt relief program that started in 2009. Under the debt relief program, the 
Dutch State Treasury Agency (DSTA) participates in new tenders of domestic 
government securities. The offerings by DSTA are based on the relatively lower effective 
yield of Dutch State loans of approximately the same maturity, which subsequently 
affected local yields. (See Table 17 in the appendix for a detailed overview.) 
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3.8 Developments in the commercial banking sector 
 
3.8.1 Balance sheet and income statement 
 
Total assets of the domestic commercial banks expanded by 7.4% during 2009 compared 
to 10.6% in 2008. The slower growth was due to decreases in the investment items as a 
consequence of fewer investments and a reclassification of items from investments to 
loans. Non-interest-bearing cash increased by 43.6% in 2009 compared to a growth of 
15.2% in 2008, due mostly to the increase in the current account balances at the Bank. 
Loans increased by 6.9%, a deceleration compared to the 11.6% growth in 2008. 
Interest-bearing cash increased also (10.9%) but at a slower pace than in 2008 (13.6%). 
(See Table 18 in the appendix for more details.) 
 
On the liabilities side, total deposits increased by 8.8% in 2009. The composition of total 
deposits changed as the share of demand deposits increased by 4.9 percentage points to 
44.8%, while the shares of time and savings deposits dropped by 4.0 and 0.9 percentage 
points to 22.1% and 33.1%, respectively. Capitalization of the domestic banks 
strengthened further by 9.4% in 2009. 
 
In 2009, total operational income of the domestic commercial banking sector fell by 
0.7% in contrast to an 11.6% gain in 2008. The decrease in 2009 was attributable to a 
5.0% drop in “other income” resulting from a decrease in fees and commissions. The 
domestic commercial banks managed to contain their interest expenses in 2009 as 
interest income came under pressure of the declining rates, contributing to the further 
growth in net interest income (1.9%). The decrease in interest expenses was due to the 
reduction in deposit rates. 
 
Operational expenses rose by 4.4% in 2009, a deceleration compared to 2008 (5.9%). All 
categories, with the exception of the net addition to general provisions, contributed to 
the slower growth in 2009. The growth in operating expenses outbalanced that of 
operating income causing a decline in net operating income. As a result, net income after 
taxes dropped by 11.9% to NAf.211.0 million in 2009. (See Table 19 in the appendix for 
more details.) 
 
3.8.2 Financial soundness indicators 
 
The Bank analyzes the general performance of the banking sector on a regular basis 
through the monitoring of the soundness of the financial system. Financial soundness 
indicators (FSI), i.e., aggregates of microprudential indicators, are used to assess the 
soundness of individual banks and the banking sector as a whole. In addition, the Bank 
has started to consider macroeconomic factors in monitoring the banking sector’s 
soundness by carrying out stress tests. These stress tests together with the FSI constitute 
a macroprudential approach for a better assessment of the vulnerability of the banking 
system to shocks and the extent of systemic risk.  
 
The ratio of total capital-to-total assets increased to 10.2% in 2009 compared to 10.0% in 
2008 (see Table 8) as qualifying Tier 1 capital growth (9.2%) outpaced that of total assets 
(7.1%). The capital assets ratio exceeded the internationally acknowledged Basle 
benchmark of 8.0%, meaning that the adequacy of the capital stock of the domestic 
banks is relatively strong. 
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However, the quality of the commercial banks’ assets portfolio deteriorated during 2009 
compared to 2008 as the ratio of provisions for loan losses-to-nonperforming loans 
dropped. The deterioration was led by a rather strong increase in nonperforming loans 
(46.7%), while the provisions rose by 10.8%. The deterioration in the quality of credit 
was also reflected in the ratio of non-performing loans-to-total loans that reached 5.7% 
by the end of 2009, up from 4.1% at the end of 2008. 
 
The gross earning-assets yield points in the direction of a decline in the profitability of 
the domestic banking sector in 2009 compared to 2008. Average earning assets grew by 
2.3% while the interest earned on these assets hardly increased (0.6%), resulting in a 
decline in the ratio to 6.1%. The return-on-assets ratio deteriorated to 1.8% in 2009 from 
2.2% in 2008 as net income declined. The net interest margin improved to 4.4% in 2009 
from 4.1% in 2008 as the growth in net interest outpaced the growth in average earning 
assets. 
 
Finally, the ratio of total loans-to-total deposits, which provides an indication of the 
development of liquidity in the domestic banking sector, declined in 2009, revealing an 
increase in liquidity. This development was the result of a higher growth in total deposits 
than in loans extended. 
 
Table 8  Macroprudential indicators (in %, end of period) 
  2006 2007 2008 2009
Capital adequacy  
Total capital/total assets 8.7 8.8 10.0 10.2
  
Asset quality  
Non-performing loans/total loans 3.6 4.6 4.1 5.7
Provisions for loan losses/non-performing loans 87.3 66.8 66.7 50.3
  
Earnings  
Gross earning-assets yield 7.1 6.9 6.3 6.1
Net interest margin 4.5 4.4 4.1 4.4
Return-on-assets 2.2 1.8 2.2 1.8
  
Liquidity  
Total loans/total deposits 64.2 61.4 62.9 61.7
Liquidity surplus/deficit (millions NAf.) 1,339.5 1,440.4 1,562.9 1,975.0
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APPENDIX 

 
Table 9  Developments in stay-over tourism per island (% change) a 

 
 St. Maarten Bonaire Curaçao 

 2008 2009 2008 2009 2008 2009 
North 
America, of 
which: 

2.0 (0.6) -6.6 (-2.1) 1.4 (0.1) -21.1 (-0.7) -3.9 (-0.2) -17.9 (-0.9)

-U.S.A. 1.6 (0.4) -6.8 (-1.9) 0.6 (0.0) -21.8 (-0.6) -4.9 (-0.2) -18.9 (-0.8)
             
Europe, of 
which: 6.6 (0.7) -4.3 (-0.5) -2.1 (-0.1) -1.7 (-0.1) 10.5 (1.5) 10.4 (1.8) 

-The  
Netherlands 8.2 (0.2) -

16.8 (-0.3) 0.2 (0.0) -2.7 (-0.1) 11.3 (1.3) 12.6 (1.8) 

             
South & 
Central 
America, of 
which: 

-8.0 (-0.1) -9.4 (-0.1) -4.1 (0.0) 14.5 (0.1) 
 

106.6 
 

 
(18.8) 

 
-22.6 (-3.4)

-Venezuela -8.3 (0.0) -5.9 (0.0) -13.9 (0.0) 20.9 (0.1) 137.2 (20.8) -27.6 (-3.3)
-Other -21.6 (-0.1) -7.6 (0.0) 4.4 (0.0) 32.9 (0.1) 13.3 (0.3) 8.1 (0.2) 
             
Caribbean, of 
which: -11.5 (-0.4) -

18.9 (-0.5) 16.2 (0.1) -5.2 (0.0) 3.4 (0.1) -12.1 (-0.5)

-Aruba --- --- --- --- 24.3 (0.1) -6.1 (0.0) 19.5 (0.4) -4.6 (-0.1)
-Dominican 
Republic -9.1 (0.0) 1.8 (0.0) --- --- --- --- -19.5 (-0.1) 0.4 (0.0) 

-Other -11.8 (-0.4) -
21.0 (-0.5) --- --- --- --- -4.0 (-0.1) -20.0 (0.0) 

             
Total 1.3 (0.6) -7.4 (-3.7) 0.0 (0.0) -9.9 (-0.7) 34.1 (14.4) -8.9 (-3.7)

Source: Curaçao Tourist Board, St. Maarten Tourist Bureau, and Tourism Corporation Bonaire. 
a Weighted growth rates between brackets. 
 
 
Table 10  Netherlands Antilles consumer prices (annual percentage change) 
  2006 2007 2008 2009

   
Food 7.2 7.9 16.9 10.3
Beverages & tobacco 3.7 2.7 6.4 6.2
Clothing & footwear 0.1 0.9 1.8 1.9
Housing 2.6 2.6 5.7 -1.4
Housekeeping & furnishings 2.4 2.3 5.5 5.2
Health 0.7 0.7 1.9 2.1
Transport & communication 2.3 1.9 6.3 -1.8
Recreation & education 0.4 0.8 1.8 1.3
Other 2.0 1.6 2.4 3.6
   
General inflation rate 2.8 2.8 6.3 1.6

Source: Central Bureau of Statistics 
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Table 11  Budgetary overview (in millions NAf.) 
 2006 2007 2008 2009
General government     
Revenues 1485.6 1547.3 1740.7 2767.3
    Tax revenues, of which: 1284.1 1392.4 1538.7 1587.5
        Taxes on income and profits 582.4 606.5 675.3 712.9
        Taxes on goods and services 502.0 532.4 591.7 613.7
        Taxes on international trade and transactions 143.9 166.1 182.8 179.9
    Nontax and other revenues 111.7 124.1 184.3 201.7
    Grants 89.8 30.8 17.7 978.1
Expenditures 1675.2 1717.7 1912.8 2005.5
    Current expenditures, of which: 1635.6 1695.7 1815.9 1951.8
        Wages and salaries 561.0 586.2 673.3 709.6
        Goods and services 416.3 424.4 456.7 465.4
        Subsidies  44.4 44.0 46.9 50.0
        Transfers 330.4 317.9 335.7 419.5
        Interest payments 283.4 323.2 303.3 307.2
    Capital expenditures 39.6 22.0 96.9 53.8
     
Budget balance -189.6 -170.4 -172.1 761.8
     
Central government     
Revenues 822.6 837.2 938.2 1465.9
    Tax revenues, of which: 649.3 710.7 784.1 788.8
        Taxes on goods and services 461.4 492.3 542.1 559.2
        Taxes on international trade and transactions 143.9 166.1 182.8 179.9
    Nontax and other revenues 83.5 95.7 136.4 105.6
    Grants 89.8 30.8 17.7 571.5
Expenditures 910.6 931.9 1027.0 1101.4
    Current expenditures, of which: 908.4 917.5 939.6 1064.2
        Wages and salaries 295.5 312.2 320.9 342.4
        Goods and services 117.7 105.7 135.0 123.5
        Transfers 348.2 324.3 325.3 427.4
        Interest payments 147.0 175.3 158.4 170.9
    Capital expenditures 2.2 14.4 87.4 37.2
     
Budget balance -88.0 -94.7 -88.8 364.5
     
Island government of Curaçao     
Revenues 842.5 866.3 968.8 1493.4
    Tax revenues, of which: 634.8 681.7 754.6 798.7
        Taxes on income and profits 582.4 606.5 675.3 712.9
        Taxes on goods and services 40.6 40.1 49.6 54.5
    Nontax and other revenues 28.2 28.4 47.9 96.1
    Grants 179.5 156.1 166.3 598.6
Expenditures 944.1 941.9 1052.0 1096.1
    Current expenditures, of which: 906.6 934.3 1042.5 1079.6
        Wages and salaries 265.5 274.0 352.4 367.2
        Goods and services 298.6 318.7 321.7 341.9
        Transfers 161.7 149.8 176.7 184.1
        Interest payments 136.4 147.9 144.9 136.3
    Capital expenditures 37.4 7.6 9.5 16.6
     
Budget balance -101.6 -75.7 -83.3 397.3
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Table 12  Total outstanding consolidated public debt1 (in millions NAf.) 
  2006 2007 2008 2009
Domestic consolidated debt, of which: 4,369.9 4,698.6 4,998.1 4,434.9
     
Central government, of which: 2,323.7 2,460.9 2,668.2 2,404.7

Long-term securities 1,897.0 1,872.9 2,059.1 1,898.2
Short-term securities 57.3 231.5 167.7 5.8
APNA 224.8 228.3 225.3 232.1
SVB 8.4 6.4 12.1 19.0
     

Curaçao, of which: 2,243.8 2,452.6 2,506.6 2,235.3
Long-term securities 802.1 923.2 980.5 875.3
Short-term securities 201.9 163.8 185.1 49.4
APNA 797.0 860.8 838.6 812.3
SVB 0.0 0.0 0.0 0.0
Central government 305.9 312.2 301.2 286.4
     

St. Maarten 165.2 163.1 173.6 198.9
     
BES islands2 169.6 180.3 202.6 192.2
     
Foreign debt 742.3 820.8 805.2 849.8
     
Total debt (consolidated)  5,112.2 5,519.4 5,803.3 5,284.7
(% of GDP) 83.1% 84.5% 82.0% 73.6%
1) Due to consolidation of the debts between the central government and the island governments, 
numbers may not add up. 
2) Bonaire, St. Eustatius, and Saba. 
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Table 13  Detailed overview balance of payments (in millions NAf.) 
  2006 2007 2008 2009

Trade balance -2,711.2 -3,351.5 -3,563.2 -3,216.5
-Exports 1,243.5 1,210.8 1,948.3 1,449.9
-Imports -3,954.7 -4,562.3 -5,511.5 -4,666.4
  
Services balance 2,206.8 2,329.1 2,118.3 1,979.4
Receipts, of which: 3,564.3 3,756.4 3,678.1 3,643.4
-Travel 1,824.6 1,966.0 2,081.2 1,939.5
-Transportation 236.3 258.4 290.5 311.3
-Other services, of which: 1,503.4 1,532.0 1,306.4 1,392.6

- Int. fin. & bus. services sector 402.5 353.7 302.9 313.0
Expenses, of which: 1,357.4 1,427.3 1,559.7 1,664.1
-Travel 504.0 528.8 535.0 530.8
-Transportation 148.4 164.6 211.9 282.9
-Other services, of which: 705.0 733.9 812.8 850.4

- Int. fin. & bus. services sector 148.7 135.2 116.3 131.3
  
Income balance a -1.8 5.1 -74.1 -172.9
Current transfers balance b  41.0 -45.7 -42.0 740.8
Current account balance -465.2 -1,063.0 -1,560.9 -669.2

  
Capital & financial account balance c 401.9 923.7 1,458.5 539.6

  

Net errors & omissions 63.3 139.4 102.4 133.9

Due to rounding, figures may not add up. 
a Labor and investment income. 
b Public and private transfers. 
c  A minus sign implies an improvement in the foreign financial position. 
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Table 14  Breakdown of net changes in the financial account (in millions NAf.) 
 2006 2007 2008 2009 
Direct investment -140.5 425.1 449.0 196.4 

- Abroad a -101.3 5.8 -27.0 -12.9 
- In the Netherlands Antilles b -39.2 419.3 476.0 209.3 

     
Portfolio investment a 101.6 -149.3 -126.6 -188.7 
     
Other investment, of which: 547.1 418.3 1079.1 876.7 

- Assets a 417.4 378.5 995.2 790.2 
- Liabilities b 129.7 39.8 83.9 86.5 

     
Net lending/borrowing, of which: -201.7 287.9 183.8 -10.6 

- Assets a -71.6 351.5 270.3 113.2 
- Liabilities b -130.1 -53.6 -86.5 -123.8 

     
Reserves c -84.1 -277.5 -371.6 -539.0 
     
Total assets a 262.0 309.0 740.3 162.8 
Total liabilities b -39.6 405.5 473.4 172.0 
     
Balance 222.4 714.5 1213.7 334.8 

Due to rounding, figures may not add up. 
a A minus sign means an increase in assets. 
b A minus sign means a decrease in liabilities. 
c A minus sign means an increase in reserves. 



 31

The flow of funds framework 
 
The flow of funds is a 
comprehensive framework that is 
used to analyze the nonfinancial 
and financial transactions among 
the main sectors of an economy. 
In particular, it describes the links 
between the income and 
expenditure balance (or savings 
and investment balance) of a 
sector, and the related financial 
transactions with other sectors.   
 
The flow of funds is an important 
analytical tool because it allows us 
to summarize the inter-
relationships between the main 
macroeconomic sectors in a 
systematic and coherent way. In 
addition, by using the flow of 
funds framework we can ensure 
the consistency of the available 
data. Finally, the framework 
allows us to analyze the sources 
of a current account deficit on 
the balance of payments and, 
consequently the areas that need 
policy actions.  
 
The flow of funds framework is 
based on the following economic 
identity: 
 
(S-I) = CAB = use of foreign savings 

  (1) 
Where: 

 
S = national savings 

I = national investments 
(S-I) = the income-expenditure balance 
= net savings balance of the economy =  

resource gap of the economy 
 

CAB = the current account of the 
balance of payments 

 
Equation (1) indicates that when 
a country does not have sufficient 
resources to cover its 
expenditures,  a deficit on the 
current account of the balance of 
payments will result.  
 
(S-I) can be rewritten as: 
(S-I) = (Sp+ Sg) -( Ip +Ig)  (2) 

 

Where p is the private sector (or 
nongovernment sector) and g is 
the government sector. 
 
Hence, we can rewrite equation 
(1) into 
 

(Sp-Ip)+ (Sg-Ig) = CAB  (3) 
 

Equation (3) implies an important 
relationship between the savings-
investment balance of the private 
sector (Sp-Ip), the overall fiscal 
position of the government 
sector (Sg-Ig), and the current 
account of the balance of 
payments CAB. A current 
account deficit can originate from 
(1) a private savings shortfall, (2) 
a deficit on the fiscal account, or 
(3) both a fiscal deficit and a 
private savings shortfall. 
Therefore, policy prescriptions 
for a balance of payments 
problem will depend on the 
origins of the problem (private 
sector shortfall or fiscal deficit, or 
both).   
 
In the flow of funds, four main 
macroeconomic sectors are 
identified: (1) the private sector; 
(2) the government sector; (3) the 
monetary sector, and (4) the 
external sector. These sectors 
engage in income and 
expenditure transactions. In other 
words, they do both financial and 
nonfinancial transactions. A 
sector’s nonfinancial transactions 
(for example, imports and 
exports) are covered by its 
financial transactions (for 
example, borrowing from 
abroad). The financial 
transactions represent the sector’s 
economic relations with the other 
sectors. We assume for the 
purpose of the flow of funds, 
however, that the monetary 
sector does not have any 
nonfinancial transactions.  
 
In the flow of funds framework, 
the interrelations among the four 
sectors are presented in a zero 
sum matrix (See Figure 2). The 

sectors are presented in the 
columns, while the transactions 
between the sectors are presented 
in the rows. Since the system is 
closed, the transactions (i.e., 
rows) will sum to zero. As 
mentioned, for each sector the 
financial transactions cover the 
nonfinancial transactions. 
Consequently, the columns also 
add to zero. A transaction that 
results in an increase in assets or a 
decrease in liabilities of a 
domestic sector takes a negative 
sign, while transactions that lead 
to a drop in assets or a rise in 
liabilities take a positive sign. It 
should be noted that the 
transactions of the external sector 
are recorded from the point of 
view of the external sector. 
Hence, an increase in assets (or 
decrease in liabilities) of the 
external sector is recorded with a 
positive sign, while a decline in 
assets (or rise in liabilities) has a 
negative sign.  
 
Since 2005, the Bank has been 
publishing in every Quarterly 
Bulletin and Annual Report a 
flow of funds account for the 
Netherlands Antilles covering the 
analyzed period in the current 
year and the preceding year. The 
flow of funds account is 
presented in Table 13 of the 
Quarterly Bulletin and in Table 
15 of the Annual Report. The 
data in the flow of funds of the 
Netherlands Antilles are derived 
from the government financial 
statistics for the government 
sector, the monetary statistics for 
the monetary sector, and the 
balance of payments statistics for 
the external sector. The private 
sector is considered a residual.
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External Horizontal
Private Government Banking sector check

1 Nonfinancial transactions Sp - Ip Sg - Ig -CAB 0

2 Government net lending/borrowing GNL -GNL

3 Government domestic nonbank financing dDIG dDIG

4 External financing of government dFIG -dFIG 0

5 External financing of private sector dFIP -dFIP 0

6 Change in net foreign assets of -dNFA dNFA 0
the central bank
   o/w: valuation adjustment

7 Change in net foreign assets of -dCNFA dCNFA
commercial banks
   o/w: valuation adjustment

8 Change in domest bank credit dDCP dNDCG -dDC 0

9 Change in broad money -dMOQ dMOQ 0

10 Other items, net/errors & omissions -dOIN dOIN dOIN 0

11 Vertical check 0 0 0 0 0

Note: "d" represents the difference between periods

Definitions:  
-  Sp - Ip = Private sector net savings
-  Sg - Ig = Government net savings
-  CAB = Current account balance
-  GNL = Government net lending
-  DIG = Government nonbank borrowing
-  FIG = Government foreign borrowing
-  FIP = Private sector external borrowing
-  NFA = Net foreign assets of central bank
-  CNFA = Net foreign assets of commercial bank
-  DCP = Private sector domestic credit
-  NDCG = Government bank borrowing (net)
-  DC = Domestic credit (net)
-  MOQ = Broad money (money & quasi money)
-  OIN = Other items, net and/or errors & omission
-  Valuation adjustment = Euro/US$, end of year (as example) 

Source: IMF

Figure 2. Schematic flow of funds account

Domestic sectors
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Table 15A  Net accumulation of wealth (in millions NAf.)  
2009 Domestic sectors External

sector Private Government Banking 
Nonfinancial transactions -1,430.1 760.9  669.2
     
Government net lending -0.9 0.9   
   
Government domestic non-bank financing 289.5 -289.5   
   
External financing of the government  7.7  -7.7
    
External financing of the private sector 866.1   -866.1
     -Direct investment (equity) 196.4   -196.4
     -Loans and credits 858.4   -858.4
     -Portfolio, incl. debt -188.7   188.7
   
Capital transfers & acquisition  200.6   -200.6
    
Change in net foreign assets of the central bank   -85.6 85.5
    
Change in net foreign assets of commercial banks    -453.5 453.4
    
Change in domestic bank credit 542.6 -480.0 -62.6 
   
Change in broad money -600.4  600.4  
     
Other items, net/errors & omissions 132.6  1.3 -133.9
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Table 15B  Net accumulation of wealth (in millions NAf.) 
2008 Domestic sectors External 

sector Private Government Banking 
Nonfinancial transactions -1,388.8 -172.1  1,560.9
     
Government net lending 0.0 0.0   
   
Government domestic non-bank financing -92.9 92.9   
   
External financing of the government 5.4  -5.4
    
External financing of the private sector 1,579.8   -1,579.8
     -Direct investment (equity) 449.0   -449.0
     -Loans and credits 1,257.4   -1,257.4
     -Portfolio, incl. debt -126.6   126.6
   
Capital transfers & acquisition  244.8   -244.8
    
Change in net foreign assets of the central bank  -282.8 282.7
   
Change in net foreign assets of commercial banks   -88.9 88.9
    
Change in domestic bank credit 558.5 73.8 -632.3  
   
Change in broad money -774.4  774.4  
   
Other items, net/errors & omissions -127.2  229.6 -102.4
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Table 16  Monetary survey (in millions NAf.) 
  2006 2007 2008 2009

Money supply (M2) 5,425.1 6,083.4 6,857.8 7,458.2
     
Money (M1) 2,152.2 2,254.3 2,896.4 3,266.9
Coins & notes with the public 263.7 304.4 315.1 334.1
Total demand deposits, of which : 1,712.4 1,994.2 2,581.3 2,932.8
- Netherlands Antillean guilders 1,246.7 1,441.5 1,923.3 2,265.0
- Foreign currency 465.7 552.7 658.0 667.8
     
Near money 3,449.0 3,784.8 3,961.4 4,191.3
Time deposits 2,152.2 2,254.3 2,241.4 2,175.3
Savings 1,296.8 1,530.5 1,720.0 2,016.0
     
Factors affecting the money supply     
     
Net domestic assets 3,652.7 3,961.8 4,257.2 4,225.9
General government 569.7 628.3 702.1 222.1
- Central government 358.5 394.9 428.4 238.2
- Island governments 211.2 233.4 273.7 -16.1
Private sector 4,058.3 4,532.9 5,091.4 5,634.0
     
Net foreign assets 1,772.4 2,121.6 2,600.6 3,232.3
Central bank 1,251.9 1,620.6 2,010.7 2,188.9
Commercial banks 520.5 501.0 589.9 1,043.4
     
Memorandum items -975.3 -1,199.4 -1,536.3 -1,630.2
     
Government loans by commercial banks 456.5 641.2 722.2 523.9
- Central government 245.4 368.3 402.8 322.5
- Island governments 211.1 272.9 319.4 201.4
   
Private sector loans Leeward Islands 2,635.8 2,977.8 3,388.4 3,649.4
- Mortgages 818.4 966.4 1,269.2 1,477.9
- Consumer loans 808.9 902.3 899.7 935.4
- Business loans 1,008.5 1,109.2 1,219.6 1,236.0
     
Private sector loans Windward Islands 1,201.4 1,307.3 1,410.2 1,567.1
- Mortgages 426.1 419.3 515.6 667.1
- Consumer loans 310.0 386.5 377.4 381.7
- Business loans 465.3 501.6 517.2 518.4
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Table 17  Developments in domestic interest rates (in %) 
  2006 2007 2008 2009

Central bank     
 - Pledging rate 5.5 5.0 1.0 1.0
 - Maximum CD rate (1 month) 5.33 4.75 0.57 0.16
     
Commercial bank borrowing rates     
 - Passbook savings 2.8 2.5 2.2 2.0
 - Time deposit (12 months) 4.2 4.4 3.8 1.8
     
Commercial bank lending rates     
 - Mortgages 8.5 8.0 8.3 7.4
 - Time loans 10.6 9.5 8.2 9.6
     
Government securities     
- 5- year government bonds (effective yield) 7.5 7.2 5.9 4.3
- Treasury bills (1 month) 4.9 5.1 4.4 0.6
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Table 18  Aggregate balance sheet for domestic commercial banks  
  (in millions NAf.) 

  2006 2007 2008 2009

Assets  
Non-interest-bearing cash 548.6 948.0 1,092.2  1,568.1 
Interest-bearing cash  2,278.5  2,585.8 2,938.6  3,257.5 
Investments  1,225.1  1,524.0 1,508.8  1,357.4 
Loans  5,736.6 6,386.5 7,125.5  7,617.7 
Investments in unconsolidated 
subsidiaries and affiliates 

 182.2 150.3 175.9  58.5 

Fixed assets 234.2 260.8 277.7  296.5 
Other assets 205.2 257.7 279.8  235.1 
  
Total assets 10,410.5 12,113.0 13,398.5  14,390.8 
  
Liabilities  
Demand deposits  3,181.8 4,093.2 4,571.2  5,590.6 
Savings deposits 3,294.1 3,557.1  3,896.3   4,131.5 
Time deposits 2,620.0 2,895.3 3,003.1   2,763.0 
Total deposits 9,095.9 10,545.6 11,470.7   12,485.1 
Borrowings 31.5 71.1  130.4   49.4 
Other liabilities 360.2 451.8 462.7  396.0 
  
Total liabilities 9,487.7 11,068.4 12,063.8  12,930.4 
  
Minority interest 7.9 8.4  8.5  8.6 
Subordinated debentures   3.6 1.7 0.0  0.0  
General provisions 187.5  203.3 201.8  223.5 
Capital & reserves  723.8  831.2 1,124.5  1,228.3 
  
Total capital 922.8 1,044.6 1,334.7 1,460.4
  
Total liabilities and capital  10,410.5 12,113.0 13,398.5  14,390.8 
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Table 19  Aggregate income statement for domestic commercial banks  
  (in millions NAf.) 

 2006 2007 2008 2009

Interest income 674.4 753.7 766.7 738.9
Interest expenses 248.4 276.4 252.7 215.1
Net interest income 426.0 477.3 513.9 523.8
  
Other income 257.9 254.8 303.4 288.2
Total operational income 683.9 732.1 817.3 811.9
  
Salaries & other employee expenses 252.4 275.6 296.1 297.3
Occupancy expenses 71.4 84.0 95.4 100.1
Other operating expenses 95.8 115.9 126.2 126.4
Net addition to general provisions 41.1 45.7 34.6 52.6
Total operational expenses 460.7 521.3 552.2 576.4
  
Net operating income 223.2 210.8 265.1 235.5
Net extraordinary items 9.7 0.5 33.2 25.5
Applicable profit taxes 55.5 49.7 58.8 50.1
Net income after taxes 177.4 161.6 239.5 211.0
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4 DOMESTIC FINANCIAL MARKET DEVELOPMENTS  
 

4.1 Introduction 
 
Towards the end of 2008, the Fed funds rate declined from 1% to a range of 0% - 0.25% 
and remained within that range during 2009. Given the close ties between the United 
States and our domestic financial markets, due to the peg of the Netherlands Antillean 
guilder to the dollar, the Bank’s official lending rate was reduced from 1.75% to 1.00% at 
the end of 2008 and remained at this historically low level during 2009. 
 
In addition to the international developments, local financial market developments were 
dominated by the debt relief offered by the Dutch government as part of the 
constitutional changes. The subscription possibility of the Dutch State Treasury Agency 
in local government paper put rates under pressure. The Agency subscribes at rates 
prevailing in the Netherlands, which are considerably lower than those common in the 
Netherlands Antilles. Local investors usually use the US treasuries or US agencies rates as 
references for AAA investments. 
 
4.2 Financial instruments and the money market 
 
Certificates of deposit (CDs) issued by the Bank are among the few tradable 
nongovernmental instruments available in the local money market. CDs are a monetary 
tool the Bank uses to control the liquidity in the local money market through bi-monthly 
auctions held according to a set schedule. Commercial banks did not trade in CDs in the 
secondary market in 2009, preferring to use uncollateralized interbank instruments.  
 
As indicated in Table 20, the average balance of outstanding CDs decreased throughout 
2009 to NAf.69.1 million, a decrease of NAf.38.9 million (36.1%) compared to 2008. 
During most of 2009, the auctions were oversubscribed because the money market 
remained very liquid. 
 
The average outstanding balance of the non-interest-bearing reserve requirement 
decreased by NAf.83.2 million (11.6%) to NAf.631.8 million in 2009. The base amount 
on which the reserve requirement is calculated equals the commercial banks’ domestic 
debt excluding interbank and long-term deposits. The reserve requirement percentage 
was lowered during 2009, reaching 10.250% at the end of the year as a result of monetary 
easing.  
 
Table 20 Average outstanding balances of certificates of deposit, non-interest-

bearing reserve requirement, and demand deposits of commercial 
banks with the central bank (in millions NAf.) 

       Change
  2007 2008 2009 2008-2009
 Certificate of deposits  53.2 108.0 69.4 -35.7
 Non-interest-bearing reserve requirement  623.4 715.0 631.8 -11.6
 Demand deposits  54.0 99.7 451.4 352.8
     
 Total  731.0 922.7 152.3 -83.5

 
 
Issues of government securities in the money market consisted of treasury bills with 
maturities of 1, 3, 6, and 12 months. During 2009, treasury bills continued to be 
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auctioned twice a month until May 4th. As a result of the debt relief program, both 
governments’ maturing treasury bills were paid directly by the Dutch government 
beginning on that date. As a result, no new treasury bills have been issued. 
 
Financial market information is continually provided to market participants on a monthly 
basis to enhance market transparency. The financial market information provides data, 
including the indicative prices of securities, the local yield curve, the net debt position of 
the governments, and the maturity schedule. Market transparency is intended to promote 
activity in the secondary market.  
 
Nevertheless, activities in the secondary market continued at a slow pace during 2009 
because the Netherlands started to pay interest and principal payments on the 
outstanding government loans. Investors are holding on to their local government 
securities because after the constitutional restructuring, the Dutch government will 
become the debtor of these relatively high-yielding securities.  
 
At the end of 2009, the yield on a 1-month treasury bill had declined to 0.60% compared 
to 3.45% at the end of 2008. The yield on a 3-month bill declined from 4.00% to 0.81%, 
while the 1-year treasury bill yield dropped from 4.28% to 1.76%. The considerably lower 
yields occurred primarily because the Dutch State Treasury Agency subscribed at very 
low interest rates in the local issuance of treasury bills during the first quarter of 2009 to 
bring the local yield curve more in line with the Dutch curve. 
 
During 2009, both the central and the island government refinanced their maturing loans 
with short-term treasuries. Since the Dutch State Treasury Agency also subscribed to 
these local treasury bills, local investors ceased to participate in the auctions because the 
yields offered were not competitive with the yields of US treasuries. 

 
Table 21 Treasury bill issuance, outstanding balances, and average maturity as 

of December 31 (in millions NAf.)  
     Change
 2007 2008 2009 2008-2009

Issuance 709.0 671.8 289.6 -56.9%
    Central government 447.6 414.2 26.9 -93.5%
    Island government of Curaçao 261.4 257.6 262.7 2.0%
Outstanding amount 395.0 352.8 55.2 -84.4%
    Central government 231.1 167.7 5.8 -96.5%
    Island government of Curaçao 163.8 185.1 49.4 -73.3%
Average maturity (months) 6.0 3.4 2.1 -37.4%
    Central government 4.0 3.6 2.9 -18.5%
    Island government of Curaçao 7.9 3.3 1.4 -58.1%

 

 
4.3 The market for government securities 
 
During 2009, the gross general government debt issuance decreased by 74.7% to 
NAf.289.6 million compared to NAf.1,145.8 million in 2008. Treasury bills accounted for 
the entire amount, of which NAf.26.9 million was issued by the central government and 
NAf.262.7 million by the island government of Curaçao. In 2008, the central government 
issued NAf.757.6 million, while NAf.388.2 million was issued by the island government 
of Curaçao. In addition, gross general government maturities amounted to NAf.863.0 
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5 INSTITUTIONAL INVESTORS 
 
5.1  Introduction 
 
The commercial insurance pricing cycle is a function of the law of supply and demand: 
when the supply of insurance – as measured by the capital held by insurers to support 
underwriting – grows faster than the demand for insurance, rates fall. Between 2003 and 
2008, capital to support underwriting grew rapidly, driven by underwriting profits and 
strong investment returns. The rapid accumulation of risk capital fueled competition, 
driving down premium rate levels. 
 
In mature economies such as the United States and Europe, the demand for insurance 
grows roughly at the same pace as the growth of the overall economy. Until the collapse 
of the U.S. subprime mortgage market pushed the global economy into a recession, 
economic growth was robust, though the increase in insurance supply far outstripped the 
growth in insurance demand. 
 
The economic crisis impacted both the supply of and the demand for commercial 
property & casualty insurance. Plummeting stock markets, frozen credit markets, and in 
some cases investments in “toxic” mortgage-backed assets caused many insurers to post 
investment losses. These losses were in addition to underwriting losses driven by five 
years of price cutting. 
 
As companies downsize, the demand for insurance often decreases at a pace faster than 
the contraction of the overall economy.  While going without insurance is not an option 
for most companies, many will look for ways to reduce their insurance bills. An obvious 
option is to raise retentions, though this perhaps is a shortsighted option in a soft market 
with some policies priced below cost. Another option is the use of captives and other 
alternative risk financing mechanisms that will probably increase. Also more companies 
will focus their attention on low-cost providers even if it reduces financial security. 
 
In 2009, the soft market was expected to turn into a hard market, but this did not occur. 
The continuation of a soft market was considered a good thing for insurance buyers, 
some of which reported further rate reductions for their 2010 policy renewals. On the 
other hand, income of insurers and brokers remained subdued. Once the economy 
improves and business activity picks up, property values and premium rates likely will 
increase again. 
 
Also atypical for 2009 was the mildest hurricane season in 12 years. As a result, natural 
catastrophe losses were far lower in 2009 than in 2008.  However, the total number of 
destructive natural hazards events worldwide was above the long-term average, with 850 
recorded. Consequently, despite the lack of large disastrous events, substantial economic 
losses of US$ 50 billion and insured losses of US$ 22 billion worldwide were recorded in 
2009 compared with economic losses of US$ 200 billion and insured losses of US$ 50 
billion in 2008. 
 
Given the dimensions of the financial crisis, the insurance industry did remarkably well 
worldwide, proof of the global industry’s resilience. Insurance and reinsurance 
functioned routinely throughout the crisis--insurers in general and in the Netherlands 
Antilles in particular met their claim obligations fully and without delay throughout 2009. 
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However, an important lesson from the financial crisis has been the need for even tighter 
regulation and enhanced cooperation between supervisory authorities. Insurance 
companies worldwide collect more than $1,000 billion in premiums each year and have 
more than $ 6,000 billion in assets. As the main investors in corporate debt, they are a 
major source of financing. Because insurance companies make long-term promises to 
pay if something unforeseen happens, effective regulation ensures they can meet their 
obligations by being required to hold adequate reserves.  The financial crisis has 
demonstrated the importance of well-founded prudential requirements and high 
standards of regulatory supervision.  
 
In 2009, after prolonged negotiations, unanimous agreement was reached at the political 
level in Europe on the text of the proposed Solvency II Framework Directive. This 
agreement was considered a decisive step by the CEA – the European insurance and 
reinsurance federation – towards a new, enhanced regulatory regime for Europe’s 
insurance sector.  
 
Solvency requirements for EU insurers have been in place since the 1970s. Following a 
review of the Insurance Directives of the 1990s, limited reforms, known as Solvency I, 
were agreed upon by the European Parliament and the European Council in 2002. The 
European Commission adopted the Solvency II proposal for a more fundamental and 
wider ranging review in July 2007 and an amended proposal in February 2009. However, 
some parties have expressed their disappointment with the current Solvency II 
Framework Directive, indicating that it missed a chance to enhance the regulation of 
groups that operate across borders. Each country still will set the capital requirements for 
an insurance company operating in that country instead of being set centrally by the lead 
supervisor. The disappointed parties indicate that the financial crisis has shown that the 
lead supervisor of an insurance company needs to look across borders and must ensure 
that risks across the group are properly managed and capitalized as a whole.    
 
The Solvency II Framework Directive is the first of three main volumes of legislation 
that will define the solvency II regime. The final decision on these matters will be made 
by the European Commission in 2010, guided heavily by advice from the Committee of 
European Insurance and Occupational Pensions Supervisors (CEIOPS). The CEIOPS 
advice is the first formal stage of the level 2 process, filling in the gaps in the outline 
regulation of the Framework Directive and providing detailed implementation measures 
of the Solvency II legislation for national regulators. The Bank is following closely the 
developments regarding the implementation of Solvency II, which will define the future 
regulatory regime for European insurers.  
 
Since March 2009, the balance sheets of the non-life and, even more so, of the life 
insurers have recovered substantially worldwide. By November 2009, capital had almost 
reached the levels achieved in late 2007. Due to the severe global recession, premiums of 
non-life insurers decreased by an estimated 0.3% in 2009 adjusted for inflation. Life 
insurers are struggling to earn the guaranteed rates promised in prior years, since interest 
rates are expected to remain low for the foreseeable future.  Demand for both non-life 
and life insurance is expected to improve along with the economy and capital markets in 
2010. Both life and non-life insurers reported improvements in their investment 
portfolios during 2009. This global trend also was visible in our domestic insurance 
market.     
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Pension funds in the Netherlands Antilles, but also worldwide, also have been affected 
by the financial crisis. Similar to the insurance industry, they experienced an 
improvement in the value of their investment portfolios in 2009. The coverage ratios, 
which for some pension funds dropped to unprecedented levels in 2008, showed signs of 
improvement during 2009 for most pension funds under the supervision of the Bank.  
 
In the Netherlands, the consequences of the financial crisis for pension funds has 
sparked a discussion of whether the minimum age in the Old Age Pension Act should be 
increased from 65 to 67 years. In 2009, an amendment to the Old Age Pension Act was 
sent to the Lower House (Tweede Kamer).  
 
As the debt relief from the Netherlands commenced, the Bank decided to liberalize the 
investment rule for institutional investors under its supervision further in 2009. The main 
liberalization was that as of January 1, 2009, institutional investors were allowed to invest 
the amount they receive in repayment for central government and island government 
bonds, in full outside the Netherlands Antilles without having to pay a fee.  
 
With the dismantlement of the Netherlands Antilles set for October 10, 2010, regular 
deliberations took place throughout 2009 between the supervisory authorities within the 
Dutch Kingdom being De Nederlandsche Bank (DNB), the Autoriteit Financiële 
Markten (AFM), the Central Bank of Aruba (CBA), and the Bank. These talks focused 
mainly on how to structure supervision of the financial sector in the Dutch Kingdom 
after the constitutional changes. 
 
5.2 The institutional investors’ sector 
 
The number of institutional investors operating in the Netherlands Antilles in 2009 was 
64 (2008: 66): 10 life insurance companies (2008: 10), 21 non-life insurance companies 
(2008: 21), 13 funeral service insurers (2008: 13), and 20 pension funds (2008: 22). 
 
The number of insurance companies servicing the international market was 16 at the end 
of 2009 (2008: 19): 1 was involved in the life insurance business, 11 in the non-life 
business, and 4 were professional reinsurers. 
  
Graph 6  Composition of the institutional investors’ sector (number of companies) 
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At the end of 2009, the number of insurance intermediaries registered with the Bank was 
73, and 13 applications were in process. 
 
Graph 6 does not include the number of insurance companies and pension funds in the 
process of liquidation. However, these institutions remain subject to the Bank’s 
supervision. 
 
5.3 Life insurance industry 
 
5.3.1 Balance sheet 
 
According to Table 25, the total assets of the local life insurance sector increased by 
NAf.185.3 million (8.5%) in 2008, reaching NAf.2.4 billion. Of the total assets in 2008, 
79.3% were related to investments and 12.7% to current assets. The increase in total 
liabilities in 2008 was mainly the result of an increase of NAf.175.7 million (10.2%) in 
technical provisions. 
 
Table 25  Consolidated balance sheet of the life insurance sector  

     (in millions NAf.) 
 2006 2007 2008 
 Local Int’l Local Int’l Local Int’l 

ASSETS       
Intangibles - - - - 1.2 -
Total investments 1,587.5 148.1 1,770.8 184.4 1,882.9 72.1
Current assets 189.3 64.1 187.8 59.5 252.1 5.8
Other assets 36.5 - 43.1 - 48.9 -

  From separate accounts statement 157.7 - 186.1 - 188.0 -
   
Total admissible assets 1,971.0 212.2 2,187.8 243.9 2,373.1 77.9
   

EQUITY, PROVISIONS, AND 
LIABILITIES 

  

Capital 77.9 8.1 78.9 8.1 78.9 1.0
Surplus 117.1 78.6 132.9 97.6 121.6 9.0
Subordinated instruments 0.6 - 0.3 - 0.3 -
Technical provisions 1,550.4 104.3 1,718.7 111.9 1,894.4 72.4
Current liabilities 46.9 21.5 52.0 23.2 73.0 3.8
Other liabilities 6.1 -0.3 5.7 3.1 6.0 -8.3
Contingent liabilities 14.4 - 13.2 - 10.9 -
From separate accounts statement 157.6 - 186.1 - 188.0 -
   
Total equity, provisions, and 
liabilities 

1,971.0 212.2 2,187.8 243.9 2,373.1 77.9

 
The equity position of the local life insurance companies, consisting of capital, surplus, 
and subordinated instruments, decreased by NAf.11.3 million (5.3%) in 2008. Despite 
this sector’s overall profit of NAf.15.3 million in 2008 (see Table 26), this decrease was 
due mainly to the distribution of earnings to shareholders. 
 
In 2008, the solvency requirement of the local life insurance sector on a consolidated 
basis was NAf.66.7 million, while the equity available to cover the solvency requirement 
amounted to NAf.199.6 million. Based on these figures, the sector had a solvency surplus 
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of NAf.132.9 million in 2008, a decrease compared to a reported solvency surplus of 
NAf.151.3 million in 2007. 
 
The total assets of the international life insurance companies (i.e., captive insurance 
companies and professional reinsurers) decreased mainly due to the merger of two 
professional reinsurers. The financial figures of the restructured company have been 
consolidated with the figures of the international non-life insurance companies.  
 
The solvency requirement of the international life insurance sector on a consolidated 
basis amounted to NAf.2.4 million in 2008. The equity available to cover the solvency 
requirement was NAf.10.0 million, resulting in a solvency surplus of NAf.7.6 million. 
 
5.3.2 Investments 
 
Total investments of the local life insurance sector increased by NAf.112.1 million (6.3%) 
in 2008, due mainly to an increase of investments in other loans. The composition of the 
consolidated 2007 and 2008 investment portfolios of the local life insurance companies is 
presented in Graph 7. This graph indicates that other loans increased by 3.1 percentage 
points in 2008 compared to 2007, mainly at the expense of investments in bonds and 
other fixed income securities, which declined by 2.7 percentage points.  
 
Graph 7  Composition of the investment portfolio of the local life insurance sector 
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Graph 8  Composition of the investment portfolio of the international life 
insurance sector 
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Table 26  Consolidated profit and loss statement of the life insurance sector  
     (in millions NAf.) 

 
 
Graph 9 presents an overview of the consolidated net profit and loss of the local life 
insurance companies during the period 1999 – 2008 and confirms that despite the 
spreading financial crisis, this sector produced a net result that was still above the average 
of the past 10 years. 
 
 
 
 
 
 
 

 2006 2007 2008 
 Local Int’l Local Int’l Local Int’l 

INCOME   
Total net premium income 196.7 52.2 269.4 57.2 256.9 9.8
Net investment income and 

realized capital gains and losses 
 

108.0
 

8.9
 

117.1
 

11.0 
 

124.0 
 

1.5
Net other operational income 2.3 2.2 6.3 2.7 14.9 0.3
   
Total operational income       307.0 63.3 392.8 70.9 395.8 11.6
   

EXPENSES   
Net benefits incurred           105.0 26.4 117.8 35.0 103.1 3.8
Changes in net technical provisions  112.7 7.9 156.7 8.3 178.8 4.8
Net operational expenditures 63.5 5.2 58.3 6.3 66.7 0.7
Net other operational expenditures 0.9 1.4 0.5 1.5 1.6 0.2
Other changes affecting net results 1.0 - 0.1 - -0.4 0.1
Profit sharing to policyholders 14.5 9.9 25.9 7.7 26.6 2.8
   
Total operational expenditures 297.6 50.8 359.3 58.8 376.4 12.4
   
Extraordinary results -1.6 -0.3 -0.3 -1.0 1.6 -
   
Net operational result before  
corporate taxes and before net 
results from separate accounts 

 
 

7.8

 
 

12.2

 
 

33.2

 
 

11.1 

 
 

21.0 

 
 

-0.8
   
Corporate taxes -0.9 - 12.0 0.4 3.6 0.2
   
Net operational result after 
corporate taxes and before net 
results from separate accounts 

 
 

8.7

 
 

12.2

 
 

21.2

 
 

10.7 

 
 

17.4 

 
 

-1.0
   
Net result from separate accounts 2.7 - -4.4 - 4.2 -
   
Net operational result 11.4 12.2 16.8 10.7 21.6 -1.0
   
Net unrealized gains or losses -1.6 13.2 3.2 6.1 -6.3 -17.8
   
Net profit or loss 9.8 25.4 20.0 16.8 15.3 -18.8



 50

Graph 9  Net results after corporate taxes of the local life insurance sector  
   (in  millions NAf.) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 27 shows the distribution of the operational result by line of business of the local 
life insurance companies in 2008. This table indicates that the individual life insurance 
business contributed mostly to the consolidated net operational result of NAf.21.6 
million.  
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Table 27  Consolidated operational result by line of business of the local life 
insurance companies in 2008 (in millions NAf.) 

  Life insurance Accident  

  Individual Group &  Total 
    sickness   

INCOME      
Total net premium income 137.9 113.5 5.5 256.9
Net investment income and  
realized capital gains or losses 49.6 74.4 - 124.0
Net other operational income 10.9 4.0 - 14.9
Total operational income 198.4 191.9 5.5 395.8

   
EXPENSES  

Net benefits incurred 63.6 36.4 3.1 103.1
Changes in technical provisions 56.0 122.8 - 178.8
Net operational expenditures 43.6 21.3 1.8 66.7
Net other operational expenditures 0.7 0.9 - 1.6
Other changes affecting net results -0.4 - - -0.4
Profit sharing to policyholders 9.7 16.9 - 26.6
Total operational expenditures 173.2 198.3 4.9 376.4

   
Extraordinary results 1.2 0.4 - 1.6

   
Net operational results before corporate 
taxes and net results from separate 
accounts 26.4 -6.0 0.6 21.0

      
Corporate taxes incurred  3.5 - 0.1 3.6
  
Net operational results after corporate 
taxes and before net results from 
separate accounts 22.9 -6.0 0.5 17.4

      
Net result from separate accounts -1.6 5.8 - 4.2

   
Net operational results 21.3 -0.2 0.5 21.6

 
5.4 The non-life insurance industry 
 
5.4.1 Balance sheet 
 
Table 28 reveals that the 2008 aggregated balance sheet total of the non-life insurance 
companies operating in the domestic market increased by NAf.27.1 million (5.6%) 
compared to 2007. Due to the short-term nature of the risks insured by the non-life 
insurance business  compared  to the life insurance business, a smaller percentage of total 
assets was invested, 70.4% in 2008 compared to 79.3% in the life insurance business. On 
the other hand, current assets comprised 29.4% of total assets in 2008 compared to 
12.7% in the life insurance business. 
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The equity position of the local non-life insurance companies, consisting of capital, 
surplus, and subordinated instruments, decreased by NAf.15.2 million (8.3%) in 2008 
due to the distribution of earnings to shareholders. 
 
The solvency requirement of the local non-life insurance sector on a consolidated basis 
in 2008 was NAf.53.2 million, while the equity available to cover the solvency 
requirement was NAf.167.4 million. Based on these figures, the sector had a solvency 
surplus of NAf.114.2 million in 2008. 
 
The non-life insurance companies servicing the international market (captive insurance 
companies and professional reinsurers) reported total assets of NAf.3,729.9 million in 
2008, a minor decrease of NAf.8.5 million compared to 2007. Equity increased by only 
NAf.52.6 million in 2008 compared to the increase of NAf.559.3 million in 2007. 
 
The international non-life insurance sector had a solvency surplus of NAf.2.1 billion in 
2008, only slightly less than the solvency surplus of NAf.2.2 billion in 2007. 
 
Table 28  Consolidated balance sheet of the non-life insurance industry  

     (in millions NAf.) 
 2006 2007 2008 
 Local Int’l Local Int’l Local Int’l 

ASSETS       
Intangibles 2.8 - 1.7 - 0.9 -
Total investments 340.6 3,349.1 325.3 3,471.3 361.9 3,417.5
Current assets 147.0 277.6 152.9 267.0 143.8 305.2
Other assets 6.6 0.1 7.0 0.1 7.4 7.2

  
Total admissible assets 497.0 3,626.8 486.9 3,738.4 514.0 3,729.9
  

EQUITY, PROVISIONS, 
AND LIABILITIES 

 

Capital 92.5 416.9 87.5 394.0 104.0 392.7
Surplus 73.3 1,205.2 94.7 1,787.4 62.8 1,841.3
Subordinated instruments 1.7 - 1.3 - 1.5 -
Technical provisions 202.1 1,915.0 204.7 1,484.7 218.8 1,447.1
Other provisions & 
liabilities 

 
4.2

 
36.6

 
3.7

 
1.3

 
3.7 

 
1.8

Current liabilities 123.1 53.1 94.9 71.0 123.1 47.0
Contingent liabilities 0.1 - 0.1 - 0.1 -
  
Total equity, provisions, 
and liabilities 

 
497.0

 
3,626.8

 
486.9

 
3,738.4

 
514.0 

 
3,729.9

 
5.4.2 Investments 
 
The composition of the investment portfolio of the local non-life insurance companies is 
presented in Graph 10. This graph indicates that the proportion of other loans increased 
by 7.0 percentage points in 2008 compared to 2007, mainly at the expense of the 
investments in bonds and other fixed income securities, which declined by 8.6 percentage 
points. 
 
 
 



 53

Graph 10   Composition of the investment portfolio of the local non-life insurance 
companies 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The composition of the investment portfolio of the international non-life insurance 
companies is illustrated in Graph 11. The graph indicates that the proportion of stocks 
and bonds decreased by, respectively, 3.4 and 17.4 percentage points in 2008 compared 
to 2007, mainly at the benefit of investments in other loans and deposits with financial 
institutions. Similar to previous years, the other loans category represents the largest 
share of this sector’s total investments. Most of these other loans were loans and other 
interest-bearing receivables due from affiliates.  
 
Graph 11  Composition of the investment portfolio of the international non-life                  

insurance companies 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
5.4.3 Profit and loss statement 
 
Table 29 shows that the net earned premium of the local non-life insurance industry 
increased by NAf.21.3 million (8.2%) in 2008. The net claims incurred during 2008 
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increased by NAf.31.3 million (25.6%), compared to an increase of NAf.4.7 million 
(4.0%) in 2007. The increase in the net claims incurred during 2008 was due to 2008’s 
active hurricane season. 
 
Due to increases in claims and underwriting expenses, the local non-life insurance sector 
experienced a negative underwriting result of NAf.10.5 million in 2008, a decrease of 
NAf.22.9 million (184.7%) over 2007. Net profit declined also, by NAf.18.4 million 
(71.6%) to NAf.7.3 million in 2008. 
 
The international non-life insurance companies reported a net earned premium income 
of NAf.544.1 million in 2008, a decrease of NAf.82.1 million compared to 2007. Because 
operational expenditures decreased more than operational income, the underwriting 
result improved by NAf.61.6 million to NAf.145.5 million in 2008. On the other hand, 
net investment income, other results, and extraordinary results decreased by, respectively, 
NAf.71.4 million, NAf.81.7 million, and NAf.64.0 million in 2008. As a result, the 
industry’s net profit almost halved from NAf.340.1 million in 2007 to NAf.172.9 million 
in 2008. 
 
Table 29  Consolidated profit and loss statement of the non-life insurance 

industry (in millions NAf.) 
 2006 2007 2008 
 Local Int’l Local Int’l Local Int’l 

INCOME   
Total net earned premium 239.3 641.1 258.3 626.2 279.6 544.1
Net other underwriting income 1.3 27.0 1.3 5.0 1.9 3.7
   
Total operational income       240.6 668.1 259.6 631.2 281.5 547.8
   

EXPENSES   
Net claims incurred         117.3 417.4 122.0 381.3 153.3 370.1
Claim adjustment expenses      5.8 0.4 6.7 1.2 7.6 0.8
Changes in various provisions   1.4 73.7 1.2 -215.5 1.8 1.8
Underwriting expenses incurred 107.7 27.5 112.6 27.0 128.1 29.6
Net other operational expend. 0.5 54.4 4.7 353.1 1.2 -
   
Total operational expenditures 232.7 573.4 247.2 547.2 292.0 402.3
   
Underwriting result         7.9 94.7 12.4 83.9 -10.5 145.5
   
Net investment income  19.4 178.5 23.6 200.6 22.8 129.2
Other results  -1.8 8.1 -2.6 27.5 -2.1 -54.2
Extraordinary results         3.1 2.6 0.1 64.0 - -
   
Net result before corporate taxes    28.6 283.9 33.5 376.0 10.2 220.5
   
Corporate taxes incurred         11.7 8.4 9.1 16.5 4.1 -1.4
   
Net unrealized gains or losses -0.3 39.2 1.3 -19.4 1.2 -49.0
   
Net profit or loss 16.6 314.7 25.7 340.1 7.3 172.9

 
Graph 12 presents an overview of the consolidated net results after taxes of the local 
non-life insurance companies from 1999 to 2008. As can be seen, the sector’s high net 
results from 2005 ended in 2008, due mainly to the active hurricane season. 
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Graph 12   Net results after corporate taxes of the local non-life insurance sector 

(in millions NAf.) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 30 shows the distribution of the operational results of the locally operating non-life 
insurance companies by indemnity group for the year 2008. As can be noted, the accident 
& sickness business reported a negative operational result, while the ‘other’ business 
contributed the most to the net operational result of the industry. 
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Table 30  Consolidated operational result by indemnity groups of the local non-
life insurance industry  in 2008 (in millions NAf.) 

  INDEMNITY GROUPS 
  Accident Motor Marine, Property Others Total  
  & vehicle transit &     
  sickness   aviation       
INCOME             

Net earned premium 77.2 126.0 4.8 62.6 9.0 279.6
Net other underwriting income - - - 0.7 1.2 1.9
  
Total operational income 77.2 126.0 4.8 63.3 10.2 281.5

             
EXPENSES       

Net claims incurred 56.4 67.7 1.9 25.5 1.8 153.3
Claim adjustment expenses 1.6 2.3 0.2 3.2 0.3 7.6
Changes in various provisions 1.7 0.1 - - - 1.8
Underwriting expenses incurred 27.6 57.7 2.5 35.6 4.7 128.1
Net other operational expend. - 0.6 - 0.4 0.2 1.2

        
Total operational expenditures 87.3 128.4 4.6 64.7 7.0 292.0

        
Underwriting result -10.1 -2.6 0.2 -1.2 3.2 -10.5

        
Net investment income 6.1 7.9 0.3 6.3 2.2 22.8
Other results 0.7 -1.0 - -1.0 -0.8 -2.1
Extraordinary results - - - - - -

        
Net result before corporate taxes -3.3 4.3 0.5 4.1 4.6 10.2

  
Corporate taxes incurred 0.1 1.9 0.1 1.7 0.3 4.1

        
Net operational results after 
taxes -3.4 2.4 0.4 2.4 4.3 6.1

 
 
5.5 Overview of developments in the pension industry 
 
5.5.1 Balance sheet 
 
The 2008 consolidated financial figures of the pension industry in the Netherlands 
Antilles show a coverage ratio of 91% (investments-to-provisions for pensions 
obligations), which is below the required minimum of 100%. This ratio may differ from 
fund to fund and depends also on the specific circumstances of each fund, whereby the 
average age of the participants in the fund and the financial strength of the sponsor play 
an important role. The recent financial crisis affected the value of the investment 
portfolio of various pension funds, which led to a deterioration of the coverage ratio of 
the industry by the end of 2008. The Bank is monitoring closely the funds with a 
coverage ratio below the 100% threshold.  
 
The total assets of the pension funds decreased by 6.3% in 2008 compared to 2007.  
Current assets and current liabilities represented 11.3% and 2.0%, respectively, of the 
balance sheet total. 
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Table 31  Consolidated balance sheet of the pension industry (in millions NAf.) 

 2006* 2007* 2008

Assets    
Total investments 5,384.2 5,688.9 5,174.4
Current assets 522.9 559.6 661.3
Other assets 30.1 21.6 37.3
Total 5,937.2 6,270.1 5,873.0

  
Equity, provisions, and liabilities  
Equity 575.9 730.8 61.8
Provisions for pension obligations 5,261.2 5,414.3 5,694.5
Current liabilities 100.1 125.0 116.7
Total 5,937.2 6,270.1 5,873.0
*) Some 2006 and 2007 figures have been adapted for comparison purposes.   
 
5.5.2 Profit and loss statement 
 
The pension industry reported a net investment income and capital gains & losses of 
NAf.-256.3 million in 2008, which is equal to -4.5% of the provisions for pension 
obligations. The objective of most pension funds is to obtain an investment return of at 
least 4% of the provisions for pension obligations to be able to meet their future 
financial obligations. The poor investment result of 2008 was a direct consequence of the 
financial crisis.  
 
Table 32  Consolidated profit and loss statement of the pension industry  

(in millions NAf.) 

 2006* 2007* 2008

Income  
Contributions 182.7 184.8 192.8
Net investment income and capital gains and losses 424.3 419.5 -256.3
Other income 44.1 27.6 22.7
Total income 651.1 631.9 -40.8

  
Expenses  
Pension benefits incurred 193.9 202.6 214.1
Change in net technical provisions 294.1 145.8 298.4
Operational expenses incurred 22.3 23.9 23.1
Other expenses incurred 13.1 12.7 84.3
Total expenses 517.4 385.0 619.9

  
Extraordinary results - - -
Net profit or loss 127.7 246.9 -660.7
*) Some 2006 and 2007 figures have been adapted for comparison purposes. 
 
The 2008 net result represented -11.6% of the provision for pension obligations and -
11.2% of total assets, which is under the rate of 4% generally used by most of the local 
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pension funds to discount their (future) obligations. The operational expenses incurred 
by the sector represented 0.4% of the provisions for pension obligations and 12.0% of 
the pension contributions.  
 
5.5.3 Investments 
 
The composition of the investment portfolio of the pension funds is presented in graph 
13. The shares of most investment categories in 2008 deviated only marginally from 
2007. However, the share of stocks declined markedly to the benefit of the share of 
bonds and other fixed income securities. Bonds and other fixed income securities, stocks, 
and other loans comprised the largest shares. 
 
Graph 13  Composition of the investment portfolio of the pension industry 
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6 POLICIES AND ACTIVITIES OF THE BANK  
 
6.1 Supervision of trust service providers 
 
The supervision of trust services providers, investment institutions and administrators, 
and the securities exchange is performed by one department, recently divided into on-site 
and off-site sections.  
 
The Bank has been entrusted with the supervision of the trust sector since the beginning 
of 2004.  In 2009, the number of trust service providers with a license increased slightly 
from 86 to 90 licensees.  The number of trust service providers with a dispensation 
increased by 3 to 56, resulting in a total of 146 approved trust service providers at the 
end of 2009 (2008: 139).   
 
The year 2009 was the first full year in which the on-site and off-site supervision was 
performed by separate sections. The restructuring proved to be a good decision that 
resulted in qualitative and quantitative improvements. Based on risk-based selection 
criteria, the Bank conducted a record of 21 on-site examinations at trust service providers 
during 2009.  In addition, the department introduced management meetings, which were 
held at the institutions. In 2009, 10 such meetings were held with the institutions’ 
management, 8 of which were at trust service providers.  
 
6.2 Supervision of investment institutions and administrators 
 
Investment institutions and administrators have been subject to supervision by the Bank 
since the beginning of 2003.  The number of supervised investment institutions and 
administrators increased from 27 entities in 2008 to 32 entities in 2009. The Bank 
conducted one on-site examination at an investment institution during 2009. In addition, 
the Bank held 2 management meetings with investment institutions. 
 
6.3 Supervision of securities exchange 
 
The Bank handled an application for a license to establish a local securities exchange in 
the fourth quarter of 2009, which led to a recommendation to the Minister of Finance to 
issue a license in March 2010. The new licensee will be the first active securities exchange 
within the Netherlands Antillean jurisdiction. 
 
6.4 Supervision of banks and credit institutions 
 
In 2009, on-site examinations were conducted at 22 institutions operating with either a 
license or dispensation from the Bank. Seven full-scope examinations were performed:  3 
at local general banks, 2 at credit unions, one at a specialized credit institution, and one at 
a savings and credit fund. Furthermore, 6 quick-scans were conducted at institutions 
operating with a dispensation. In the wake of the credit crisis, special on-site assignments 
were performed at 6 institutions. In addition, a special onsite assignment was carried out 
at one savings and credit fund and 2 limited on-site examinations at 2 local general banks. 
 
The Bank revoked the licenses of the international banks SG Private Banking (Curaçao) 
N.V. and Lombard Atlantic Bank N.V. in 2009. The Bank issued licenses to the 
international banks Fransad Private Banking N.V., United International Bank, and Banco 
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Nacional de Crédito.  Moreover, the Bank received two requests for a dispensation to 
provide consumer credit to the public. 
 
In March 2009, a tripartite supervisory summit was organized at the Bank. Attending 
were the supervisory staff of all supervisory authorities in the Dutch Kingdom. The 
summit dealt with many important supervisory issues, especially in light of the 
constitutional changes and the international financial crisis. All parties emphasized the 
need for even closer cooperation among the supervisory authorities in the Kingdom.  
 
In April 2009, the Bank announced that, as part of its continuous efforts to safeguard the 
integrity of the Netherlands Antillean financial sector and to prevent its misuse for 
money laundering and/or terrorist financing activities, it had further tightened its policy 
with respect to money transfer activities. The tightening entails that the Bank will neither 
issue new authorizations for the conduct of money transfer activities in the Netherlands 
Antilles nor grant permission to open additional outlets for the conduct of these 
activities pending the implementation of the new legal framework for the supervision of 
money transfer companies and/or their (sub) representatives.  
 

In May 2009, two experts in the area of risk-based-supervision from the Dutch Central 
Bank conducted a workshop on risk-based-supervision for the supervisory staff of the 
Bank and the Central Bank of Aruba.  
 
In December 2009, against the background of maintaining the stability of our financial 
sector and the resilience of individual banks, the Bank began requiring that locally 
operating commercial banks perform stress tests on a regular basis as part of their risk 
management and capital planning.  
 
Furthermore, the working group involved with the implementation of a deposit 
insurance system for the Netherlands Antilles, which was reactivated in 2007, continued 
its activities to establish a scheme that will cover clients’ deposits with domestic credit 
institutions to a certain limit as laid down in article 39 of the National Ordinance on the 
Supervision of Banking and Credit Institutions 1994 (N.G. 1994, no. 4). The banking 
sector received a draft for discussion. 
 
Preparatory work for the introduction of a new uniform reporting system for the 
domestic and international banking institutions operating in the Netherlands Antilles 
continued in 2009. This new reporting system will comply with the latest international 
requirements for banking supervision and monetary statistics. 
 
6.5 Supervision of institutional investors and insurance intermediaries 
 
In 2008, the Bank circulated two questionnaires among the institutional investors to 
assess the degree to which they were affected by the financial crisis. The coverage ratio of 
a few pension funds decreased below the threshold of 100% as a direct result of the 
crisis. Even though no insurance companies reported solvency deficits as a result of the 
crisis, some institutions were put under close monitoring by the Bank during 2009. In the 
meantime, because of improved market conditions, the Bank reduced the number of 
closely monitored institutions.    
 
In 2009, the Bank conducted on-site examinations at 10 supervised insurance companies 
and pension funds. Most examinations were full-scope examinations.  
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The reporting requirement introduced by the Bank at the end of 2008 for the broker 
industry, became effective in 2009. From the reports received during 2009, it appeared 
that some brokers have large outstanding payables to insurance companies. Close 
monitoring by the Bank has resulted in decreased outstanding balances.  
 
The Bank hosted the 16th Annual Working Meeting of the Offshore Group of Insurance 
Supervisors (OGIS) in May 2009. The meeting was preceded by a one-day training that 
focused on solvency and capital adequacy, stress and scenario testing, on-site inspections 
and group supervision, and home/host supervisory issues.        
 
6.6 Integrity aspects of financial sector supervision 
 
The number of (co-)policymakers and holders of qualifying interests recorded in the 
Integrity Financial Sector Register increased further from 2,500 in 2008 to 2,800 subjects 
in 2009. During 2009, 463 integrity tests were conducted with a positive result (486 in 
2008): 180 for the banking and credit institutions sector, 162 for the trust and investment 
sector, and 121 for the institutional investors sector. Of the 463 integrity tests, 402 
persons were registered and tested for the first time: 164 for the banking and credit 
institution sector, 140 for the trust and investment sector, and 98 for the institutional 
investor sector. The remaining 59 were periodic tests conducted during 2009 (these fall 
within the regular integrity testing cycle of every 3 years). 
 
Twenty cases of doubtful integrity were officially disclosed and dealt with by the Integrity 
Commission of the Bank. Of these 20 cases, 3 resulted in a negative test result or serious 
doubts. In accordance with the Policy Rule on Integrity Testing and in the opinion of the 
Bank, these persons formed an impediment to discharging the position of 
(co)policymaker, holding a qualifying interest, or obtaining a dispensation in pursuance of 
the Supervision Act. Five cases were settled after an integrity consultation and/or with a 
written reprimand by the Bank for withholding antecedent information. The Bank could 
not honor the request of two persons for holding (co)policy positions because they 
involved conflicting interests. In six similar cases, the ones involved were requested to 
choose an acceptable combination of (co-)policy positions without conflicting interests. 
Two cases of local “politically exposed persons” (PEPs) involved high ranking 
government officials. Both were requested to present an official declaration of no-
objection from their employer to fulfill their respective position in the financial sector. 
The Bank further received two requests for reconsideration of a former negative integrity 
decision. One person was retested with a positive result because of expired antecedents; 
the other one was rejected again. The Bank also registered two cases of illegal financial 
services, followed up by an official warning to the persons involved. 
 
As part of the integrity testing, the Bank made 3 information requests to its colleague 
supervisory authorities worldwide; at the same time, it received 14 such information 
requests in 2009.   
 
The Bank further registered 44 reported incidents eroding integrity: 9 were reported 
internally, and 35 externally. The latter were pursuant mainly to the Policy Rule for 
Sound Business Operations in the Event of Incidents and Integrity-sensitive Positions.  
 
In connection with other recent developments in the field of good governance, the Bank 
finalized at year-end a renewed version of the regulation concerning the number of 
permitted (co)-policy-making positions per person. As of January 2010, this regulation 
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concerning conflicting interests resulting from the combination of several (co)-policy-
making positions also is applicable to the trusts and investment institutions sector. In 
addition, some refinements and exceptions have been introduced. These include: 
a. a further specification of the required independence of the supervisory directorship 

in the case of financial and controlling interests in conformity with the Principles of 
Good Governance; 

b. prevention of conflicting financial and/or co-determination interests with other 
nonsupervised legal persons and institutions; and 

c. the aspect of functioning local PEPs.  
 
6.7 IT aspects of financial sector supervision 
 
During 2009, the Bank performed IT quick scans at 10 Credit Unions. The scan was 
focused mainly in the areas of IT governance and operations. Regular IT examinations 
also were conducted at two commercial banks, two insurance companies, and two trust 
companies. Moreover, support was given with regard to the supervision of the IT aspects 
of the Dutch Caribbean Securities Exchange and the implementation of NACS212 at a 
local bank.   
 
In the fourth quarter of 2009, the Bank sent a general questionnaire to the banks to 
assess the degree of compliance with the Provisions and Guidelines for Safe and Sound 
Electronic Banking issued in December 2007. By the end of 2009, only 6 of 11 banks 
had responded to the questionnaire.  
 
In its continuous effort to promote and ensure a safe and sound functioning of the 
financial system in the Netherlands Antilles, by the end of 2009 the Bank had introduced 
three documents that will provide a firm basis for senior management of supervised 
institutions to evaluate the risks inherent in the use of IT in their institutions. The 
documents are: 
 

1.  IT Framework Memorandum for Supervised Institutions  
2. Supervised Institutions IT Questionnaire 
3. Provisions and Guidelines for Business Continuity Management 

 
All three documents can be found on the website of the Bank (www.centralbank.an) 
under “rules & regulations/General/Policy Memorandum”. 
 
6.8 International financial sector policy developments 
 
The Netherlands Antilles, as a member of the Financial Action Task Force (FATF), 
continued its efforts in implementing the 40 revised anti-money laundering 
recommendations of 2003 and the 9 recommendations on terrorism financing. During 
2009, both the National Committee on Money Laundering and Terrorist Financing 
(CIWG) and the Bank worked continuously to implement the international standards set 
by the FATF. The Bank carries the presidency and the secretariat of the CIWG.  
 
In October 2009, the Parliament of the Netherlands Antilles approved legislation 
amending the MOT (reporting of unusual transactions) and LIF (identification for 
financial transactions) laws of 1996. These two amended laws will make the Netherlands 

                                                 
12 Netherlands Antilles Clearing System 
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Antilles more compliant with the obligations derived from the FATF 40 and 9 
AML/CFT recommendations.  
 
Furthermore, the Bank updated the Provisions and Guidelines on the Detection and 
Deterrence of Money Laundering and Terrorist Financing for all financial service 
providers in the Netherlands Antilles. The updates were published on the Bank’s website.  
 
The Bank also placed FATF warnings on its website identifying countries that are not 
compliant with the international standards. 
 
In October 2009, the Netherlands Antilles became chairman of the Caribbean Financial 
Action Task Force. The Plenary and Council meetings were held in Willemstad in the last 
week of October 2009. 
 
Finally, staff members of the Bank were actively involved in FATF and CFATF activities 
in 2009. Preparations for the FATF Mutual Evaluation to take place in late 2010 began in 
2009, underscoring the Bank’s commitment to keep up with the latest AML/CFT 
developments. 
 
6.9 Miscellaneous 
 
In August 2009, the Bank opened its new numismatic museum for the public. However, 
parts of the exposition were not yet completed. The museum shows the history of 
money in the Netherlands Antilles and explains the tasks of the central bank. In addition, 
works of local artists are shown in a special art room. 
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7 FOREIGN EXCHANGE REGULATIONS AND THE LICENSE FEE 
 
7.1 Introduction 
 
The foreign exchange regulations in the Netherlands Antilles are based on the National 
Ordinance on Foreign Exchange Transactions of 1981. According to that ordinance, 
current transactions are free in principle, while capital transactions require a license. 
 
Although capital transactions are bound by a license, the Bank has issued several foreign 
exchange notifications that have liberalized most capital transactions. The Bank applies a 
liberal licensing system with respect to capital transactions: licenses normally are granted 
upon request. 
 
The main objectives of the foreign exchange regulations as embodied in the Foreign 
Exchange Ordinance of 1981 are:   
 

1. to promote the Netherlands Antilles as an international financial center; for this 
reason, the ordinance contains special provisions for companies engaged in 
international financial and business transactions; 

 
2. to gather the necessary information and data essential for compiling the balance 

of payments; 
 

3. to support the monetary and economic policy efforts of the monetary authorities 
whereby the maintenance and safeguarding of the monetary reserves and, thus, 
exchange rate stability, are considered of primary importance; and 

 
4.  to prevent the use of Antillean guilders as a means of payment in the 

international payment system. 
 
The general foreign exchange policy is vested with the government of the Netherlands 
Antilles. The Bank is charged with executing the foreign exchange regulations and 
managing the available foreign exchange reserves for account and risk of the 
government. Therefore, the Bank is empowered to grant licenses and exemptions by 
virtue of the Foreign Exchange Ordinance of 1981. 
 
Effective January 1, 2009, the Bank introduced a further liberalization of capital 
transactions and revised and updated the general administrative rules regarding foreign 
exchange transactions. The main liberalizations are: 
 

i. The maximum annual amount that a resident is allowed to invest in foreign 
securities without a special license was increased from NAf.100,000 to 
NAf.250,000; 

ii. The maximum annual amount that a resident natural person is allowed to transfer 
to his foreign bank account(s) without a special license was increased from 
NAf.200,000 to NAf.250,000, and the quarterly limit was abolished; and 

iii. The investment rule for insurance companies and pension funds was relaxed 
further as follows: 

− the definition of qualifying local investments, allowing the investment of 
an equal amount abroad, was expanded with loans; and  
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− funds received from the redemption of debt of the central and island 
governments of the Netherlands Antilles by the Dutch government may 
be invested entirely abroad. 

 
7.2 Foreign exchange licenses 
 
The number of foreign exchange licenses issued by the Bank in 2009 decreased by 373 
(26%) to 1,040 (see Table 33). This decrease can be attributed primarily to the fewer 
foreign exchange exemptions granted to international financial and business companies 
(390), probably a result of the impact of the international financial crisis on this sector. 
By contrast, the total capital related to the granted licenses increased by NAf.473.5 
million (171%) to NAf.750.1 million. This increase can be explained primarily by more 
licenses granted for borrowing abroad for investment projects. These investments 
included a green power project in Bonaire; tourism projects, telecommunication projects, 
the construction of a yacht club and a hardware store in St. Maarten; and the purchase of 
generators by the utility company and the expansion of a tourism resort in Curacao. 
Notable further is the large amount involved with the participation of nonresidents in 
local companies, related primarily to the buy-out of the foreign shareholder in Curacao’s 
utility company. In addition, the value of licenses for portfolio investments abroad 
expanded as the appetite to invest abroad increased in line with the improving 
international securities markets. Moreover, the number and value of licenses for 
intercompany financing and lending abroad also increased significantly. 
 
Table 33  Overview of foreign exchange licenses issued  

     (in numbers and millions NAf.) 

Description 
2008 2009 

Number Amount Number Amount
Participation in local company by nonresident 137 2.9 115 96.6
Transfer to own account abroad 33 11.1 16 8.5
Portfolio investment abroad 42 92.9 24 129.5
Participation abroad 2 12.1 3 2.0
Borrowing abroad 56 129.1 99 431.3
Lending abroad 37 14.8 63 34.4
Intercompany financing 8 10.6 19 38.5
Request for foreign bank account 36 - 43 -
Request for local nonresident account 20 - 5 -
Granting guarantee abroad 4 - 6 -
Exemption int. fin. & bus. serv. companies 1,027 - 637 -
Other 11 3.1 10 9.3
  
Total 1,413 276.6 1,040 750.1

 
7.3 License fee 
 
Starting January 1, 1996, a fee was introduced for the license to operate as a foreign 
exchange bank. This license fee is assessed on the international transactions of foreign 
exchange banks and replaced the foreign exchange tax in force through December 1995. 
The license fee is calculated on the basis of the payments made by residents to 
nonresidents, with the exception of the re-investment of funds abroad, the re-exports of 
the free-zone companies, payments in Aruban florins, and payments by the central 
government. 
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Table 34 provides an overview of the license fees collected monthly from 2007 through 
2009. The lower amount collected in 2009 is attributable to the decline in the value of 
international transactions related to the weakening of the economy. From the total 
license fees collected in the Netherlands Antilles in 2009, NAf.49,208.0 thousand (65%) 
was generated on Curaçao, NAf.23,070.3 thousand (31%) on St. Maarten, and 
NAf.1,748.5 thousand (2%) on Bonaire. The remaining NAf.1,516.9 thousand (2%) of 
license fees was paid through the Bank. 
 
Table 34  License fees collected from 2007 through 2009 (in thousands NAf.)  

 2007 2008 2009
January       5,861.1             6,597.4 6,838.5
February       4,903.4             5,916.8 5,775.4
March       5,779.7             6,869.0 6,798.6
April       5,367.6             6,648.4 6,183.6
May       6,118.6             6,535.7 5,590.1
June       5,785.3             6,280.4 6,226.4
July       5,742.6             6,695.8 6,012.8
August        5,963.2              5,566.7 5,208.6
September        5,380.2              5,997.5 6,109.5
October        6,354.1              7,058.1 5,902.5
November        5,936.2              6,318.7 6,385.2
December        6,708.4              8,657.6 8,512.5
 
Total 69,900.4 79,142.1 75,543.7
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8 FINANCIAL STATEMENTS FOR THE YEAR 2009 
 
 
Table 35  Balance sheet as of December 31, 2009 (before profit distribution) 
 
 2009

 
2008

ASSETS  
  
Gold 637,534,803  544,865,085
Foreign receivables and investments 2,346,799,234  2,496,933,543
Domestic receivables and investments 534,453,245  305,824,905
Fixed assets 81,074,684  85,793,846
Other current assets 31,731,536  35,235,457
  
Total Assets 3,631,593,502  3,468,652,836
  
  
LIABILITIES & EQUITY  
  
LIABILITIES  
Bank notes in circulation 381,021,463  383,604,508
Residents’ current accounts  
- in guilders 1,516,777,776  1,209,043,286
- in foreign currency 57,188,943  63,353,792
Residents’ time deposits  
- in guilders 150,950,000  143,800,000
Nonresidents’ current accounts  
- in guilders 406,236,006  662,432,738
- in foreign currency 389,771,353  368,804,931
Provisions 25,221,681  23,715,553
Funds in consignment 9,965,659  866,189
Other liabilities 6,566,833  12,398,510
  
Total Liabilities 2,943,699,714  2,868,019,507
  
EQUITY  
Capital 30,000,000  30,000,000
Reserve fund 30,000,000  30,000,000
Appropriated reserves 580,595,067  489,857,629
Retained earnings 47,298,721  50,775,700
  
Total Equity 687,893,788  600,633,329
  
Total Liabilities & Equity 3,631,593,502  3,468,652,836
  

 
The 2009 and 2008 figures are extracted from the audited financial statements. 
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Table 36  Profit and loss account 2009 
 

2009 2008
INCOME 
 
Interest income 43,981,561 71,590,381
Interest expenses -1,532,491 -19,524,131
 
Net interest income 42,449,070 52,066,250
 
Capital gain 2,208,306 2,119,117
Management and custody fee -432,364 -390,406
 
Net investment result 44,225,012 53,794,961
 
License fee 75,972,487 79,359,346
Supervision income 5,599,214 5,345,735
Foreign exchange result 7,025,781 8,952,891
Miscellaneous income 1,170,413 909,148
 
Other income 89,767,895 94,567,120
 
Total income 133,992,907 148,362,081
 
EXPENSES 
 
Depreciation of fixed assets 5,956,727 5,293,703
Depreciation of printing costs of 
bank notes 

 
1,038,304

 
744,932

Withdrawn bank notes 1,000 19,815
General operating expenses 45,277,477 45,296,260
 
Total expenses 52,273,508 51,354,710
 
Net income 81,719,399 97,007,371
 
 
Distribution of net income: 
  Net income 81,719,399 97,007,371
  Paid to the central government -85,196,378 -92,873,637
 
Change in retained earnings -3,476,979 4,133,734
    

 
The 2009 and 2008 figures are extracted from the audited financial statements. 
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8.1 Notes to the balance sheet as of December 31, 2009 
 
General 
 
The accounting principles applied in this report are derived from the framework used for 
the annual accounts of the European Central Bank dated November 10, 2006, and as 
amended on December 17, 2007, December 11, 2008, and July 17, 2009. Certain 
principles of this framework have been amended to comply with the local practices of 
the Bank.  
 
The classification of the 2008 comparative figures has been adjusted for comparative and 
presentation purposes. 
 
The following is a summary of the significant accounting principles applied. Assets and 
liabilities are valued at nominal value unless otherwise stated. Income is recognized on an 
accrual basis. Expenses are incurred in the period to which they relate. 
 
8.1.1 Gold 
 
Gold is valued each year using an average market price, based on the year-average market 
price of the current year and the previous two years. Unrealized gains from revaluations 
are added to the appropriated reserves after approval by the Minister of Finance. 
Unrealized losses are deducted from the appropriated reserves. If these losses are greater 
than the reserves, the difference is deducted from the result. 
 
8.1.2 Foreign receivables and investments 
 
The foreign receivables and investments represent current account balances and time 
deposits with foreign financial institutions, and securities in foreign currency.  
The securities represent investment portfolios. These securities are valued at market price 
for securities available for sale and at their amortized cost for securities held to maturity. 
Unrealized gains from investment portfolios are added to the appropriated reserves. 
Unrealized losses are deducted from the appropriated reserves formed in previous years. 
If these unrealized losses are greater than the appropriated reserves, the difference is 
deducted from the result. Realized gains and losses are immediately accounted for in the 
profit and loss account. 
 
The accrued interest with respect to the investments is accounted for under the balance 
sheet item ‘Other current assets’. 
 
8.1.3 Domestic receivables and investments 
 
The domestic receivables and investments relate to investments in government bonds 
and bonds of/loans granted to semi-government institutions. 
The bonds are valued at their amortized cost and the loans at their nominal value less a 
provision for possible losses. 
The accrued interest with respect to the bonds and loans is accounted for under the 
balance sheet item ‘Other current assets’. 
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8.1.4 Fixed assets 
 
These assets, which also include the printing cost of bank notes, are valued at cost after 
deduction of accumulated depreciation, computed on the basis of the expected useful life 
of the assets following the straight-line method. 
 
8.1.5 Other current assets 
 
This item includes, among other things, license fee receivables, accrued interest, prepaid 
expenses, coins and currency held as petty cash, accounts receivable, and other short-
term receivables. These assets are valued at their nominal value less a provision for 
possible losses. 
 
8.1.6 Bank notes in circulation 
 
This item represents the nominal value of the bank notes issued by the Bank that are in 
circulation at year end. 
 
8.1.7 Residents’ current accounts 
 
These accounts include the non-interest-bearing balances in the current accounts of 
domestic banks, central and island government tax collectors, and other government 
institutions within the Netherlands Antilles. Most of the balances are denominated in 
guilders. Foreign currency balances are converted into guilders at the Bank’s official mid-
rates prevailing at year end. 
 
8.1.8 Residents’ time deposits 
 
These deposits include the balances in time deposits and certificates of deposit of 
domestic banks and government institutions. The balances are interest-bearing. 
 
8.1.9 Nonresidents’ current accounts 
 
This item represents the balances in current accounts of foreign banks and/or foreign 
government institutions. Foreign currency balances are converted into guilders at the 
Bank’s official mid-rates prevailing at year end. The balances are mostly interest-bearing.  
 
8.1.10 Funds in consignment 
 
This item represents the nominal value of the Bank’s liability for money received in 
custody from third parties in conformity with the Ordinance on Money held in 
Consignation (P.B. 1886, no. 22). 
 
8.1.11 Provisions 
 
The balance of the provisions refers to, among other things, an early-retirement 
provision. 
 
8.1.12 Other liabilities 
 
This item includes, among other things, accrued interest and accounts payable. 
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8.1.13 Capital 
 
The enactment in 1986 of the National Ordinance constituting the Central Bank Statute 
(P.B. 1985, no. 183) introduced capital of NAf.30,000,000 (Article 3). 
 
8.1.14 Reserve fund 
 
The National Ordinance constituting the Central Bank Statute (P.B. 1985, no. 183) 
introduced a Reserve Fund of NAf.30,000,000 (Article 4). 
 
8.1.15 Appropriated reserves 
 
Article 5 of the National Ordinance constituting the Central Bank Statute (P.B. 1985, no. 
183) stipulates that the Bank can form these reserves with the consent of the Minister of 
Finance.  
 
Unrealized gains from revaluation of gold, foreign exchange, and investments are added 
to the appropriated reserves after approval by the Minister of Finance. Unrealized losses 
are deducted from the appropriated reserves. If these losses are greater than the reserves, 
the difference is deducted from the result. 
 
The 2009 revaluation resulted in a net increase in reserves of NAf.90.7 million. The 
unrealized gain on gold of NAf.92.6 million was mitigated by unrealized losses on foreign 
exchange and on investments of NAf.0.5 million and NAf.1.4 million, respectively. 
 
8.1.16 Retained earnings 
 
This item discloses the accumulated earnings of the Bank for the current and previous 
years less the dividends paid to the central government. 
 
 
8.2 Notes to the profit and loss account 2009 
 
8.2.1 Interest income 
 
Interest income is generated mainly from current accounts, time deposits, domestic 
government bonds, gold investments, and securities in foreign currency. 
 
8.2.2 License fee 
 
As of January 1, 1996, the Bank charges the foreign exchange banks a monthly license 
fee based on amendments to article 12 of the National Ordinance constituting the 
Central Bank Statute (P.B. 1985, no. 183). The National Ordinance on Foreign Exchange 
Tax was revoked as of that date. The license fee is calculated as 1% of the gross outflow 
of money due to transfers from residents to nonresidents and foreign currency cash 
transactions as stipulated by a National Decree holding general orders. 
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8.2.3 Foreign exchange result 
 
These earnings result from the margin between the buying and selling rates applied by 
the Bank when trading in foreign currencies and from the differences in exchange rates 
arising from conversions. 
 
 
 
 
 
 
 
 
 


