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REPORT OF THE 
PRESIDENT
GENERAL OVERVIEW & 
POLICY CONSIDERATIONS

GENERAL OVERVIEW

The global economy continued to recover in 
2016, albeit at a less pronounced pace than 
in 2015. Growth moderated in the advanced 
economies, including the United States and 
the euro area, while the economic perfor-
mance across emerging markets and devel-
oping economies was mixed. Meanwhile, the 
Latin American and Caribbean region record-
ed negative growth reflecting a deep reces-
sion in some countries including Argentina, 
Brazil, and Venezuela.  

Amid these global developments, the mon-
etary union of Curaçao and Sint Maarten re-
corded an economic contraction as real GDP 
dropped in both countries. In Curaçao, real 
GDP fell by 1.0% in 2016 after having expand-
ed by 0.3% in 2015. Meanwhile, Sint Maarten 
recorded a real GDP contraction of 0.1% in 
2016, following an expansion of 0.4% in 2015. 
Inflationary pressures remained contained in 
the monetary union. Curaçao recorded zero 
inflation in 2016 as the decline in energy pric-
es was offset by an increase in food prices. In 
Sint Maarten, inflationary pressures eased to 
0.1% supported mainly by the drop in interna-
tional oil prices. 

The real GDP contraction in Curaçao was 
the result of a decline in net foreign demand 
moderated by an increase in domestic de-
mand. The negative contribution of net for-
eign demand was the result of a sharp decline 
in the export of goods & services, mitigated by 
lower imports. The increase in domestic de-
mand was supported by private demand only, 
as public demand remaind unchanged. The 
increase in private demand was sustained 
by more investment spending, particularly in 
the utilities, telecommunication, and trans-
portation sectors, while consumer spending 
in 2016 remained unchanged compared to 
2015. Meanwhile, public demand recorded 
zero growth as the increase in government 
investments in, among other things, the con-
struction of the new hospital and the upgrad-
ing of the road infrastructure was offset by a 
decline in government consumption. 

A sectoral assessment reveals that Curaçao’s 
real GDP contraction was attributable pri-
marily to less activity in the manufacturing, 
restaurants & hotels, transport, storage, & 
communication, wholesale & retail trade, and 
financial intermediation sectors. The output 
contraction in the manufacturing sector was 
the result of less refining activity by the Isla 
refinery and a decline in ship repair activities. 
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The disappointing performance of the restau-
rants & hotels sector reflected a decline in the 
number of stay-over visitors, the number of 
visitor nights, and the number of cruise tour-
ists. Although all tourism markets, except the 
European market segment, recorded nega-
tive growth figures in 2016, the contraction 
was most pronounced in the South Ameri-
can market segment. The latter contraction 
was primarily the result of a sharp decline 
in the number of Venezuelan visitors due to 
the economic and political headwinds Vene-
zuela faced. Meanwhile, real value added in 
the wholesale & retail trade sector shrank on 
the back of less tourism spending and fewer 
activities in the free zone. The negative out-
come in the transport, storage, & communi-
cation sector was to a great extent also re-
lated to the situation in Venezuela. Activities 
at the airport were affected by the financial 
challenges faced by the domestic airline, In-
selAir, due mainly to the crisis in Venezuela. 
Furthermore, airport-related activities de-
creased, reflected by less passenger traffic 
and fewer commercial landings. At the har-
bor, activities dropped because of a decline in 
the number of ship calls, notably cruise ships 
and tankers, piloted into the port. The decline 
in the number of tankers also was related to 
the situation in Venezuela. Furthermore, oil 
storage activities shrank. The contraction in 
the financial intermediation sector resulted 
from a drop in real value added in both the 
domestic banking sector and the internation-
al financial services industry. By contrast, the 
construction sector continued to grow in 2016 
supported by an increase in both private and 
public investments. In addition, following a 
contraction in 2015, the utilities sector record-
ed an expansion in 2016 driven by a rise in the 
production of both water and electricity. 

In Sint Maarten, both domestic and net for-
eign demand caused the decline in real GDP 
during 2016. The drop in domestic demand 
was attributable to lower government spend-
ing as both government consumption and 

investment shrank. The decline in public in-
vestment can be ascribed largely to the fiscal 
constraints faced by the government of Sint 
Maarten. An increase in private demand sup-
ported by more investments in, among other 
things, the Maho and Cupecoy areas moder-
ated the decline in domestic demand. By con-
trast, private consumption dropped. Follow-
ing an expansion in 2015, net foreign demand 
contracted in 2016 because of a decline in the 
export of goods and services mitigated by a 
drop in imports. 

Sectoral data show that output contracted in 
Sint Maarten’s construction, wholesale & re-
tail trade, and real estate, renting, & business 
activities sectors over the course of 2016. The 
output contraction in the construction sector 
was consistent with the decline in building 
materials, including sand, gravel, and cement, 
imported during 2016. In the wholesale & re-
tail trade sector, real value added dropped as 
a result of a decline in domestic spending and 
lower tourism spending, notably spending by 
cruise tourists. Meanwhile, the negative per-
formance of the real estate, renting, & busi-
ness activities sector can be explained by a 
decline in business activities that cater to the 
cruise tourism sector. The latter decline was 
consistent with the marked decline in cruise 
tourism recorded in 2016. Furthermore, the 
disappointing performance of the timeshare 
sector also contributed to the contraction in 
the real estate, renting, & business activities 
sector. 

By contrast, real value added grew in the 
manufacturing, utilities, financial intermedi-
ation, transport, storage, & communication, 
and restaurants & hotels sectors. Growth in 
the manufacturing sector was supported by 
a marked increase in yacht repair activities 
due to more yachts, notably mega-yachts, 
visiting the port of Sint Maarten. The positive 
outcome in the utilities sector reflected an 
increase in both water and electricity produc-
tion. Meanwhile, real value added rose in the 
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financial intermediation sector driven by an 
increase in net interest income earned by the 
domestic commercial banks. The transport, 
storage, & communication sector expanded 
in 2016, albeit at a slower pace than in 2015, 
ascribable to the growth in harbor and air-
port-related activities. The gain in harbor ac-
tivities was supported by an increase in the 
number of freighters that visited the port of 
Philipsburg. In line with the development in 
stay-over tourism, airport-related activities 
rose as reflected by increased passenger traf-
fic. In addition, the local carrier, Winair, trans-
ported more passengers during 2016 than in 
2015.  

The expansion in the restaurants & hotels 
sector was attributable to an increase in 
stay-over tourism supported by more visitors 
from North America and Europe. By contrast, 
cruise tourism recorded a significant decline 
in the number of both cruise tourists and 
cruise calls. The decline in cruise tourism can 
be explained by increased competition from 
other Caribbean destinations but also from 
other regions, including Asia. Moreover, the 
government lacks a long-term strategy to se-
cure cruise lines coming to Sint Maarten. In 
addition, the negative publicity concerning a 
possible outbreak of the Zika virus in the Ca-
ribbean affected cruise tourism. 

On the fiscal front, developments were mixed 
in the monetary union in 2016. While the 
public finances in Curaçao worsened in 2016 
compared to 2015, Sint Maarten recorded a 
fiscal improvement. Based on the available 
data, the deficit on the current budget of the 
government of Curaçao widened by NAf.36.5 
million to NAf.38.1 million in 2016 because 
expenditures rose at a faster pace than rev-
enues. However, developments on both the 
revenue side and the expenditure side of the 
government’s budget were to a large extent 
attributable to the implementation of Article 
4, section 1 of the Budget Act that states that 
all expenses and income of the social security 

bank, SVB, should be included in the govern-
ment’s budget as of January 2016. The inclu-
sion of the SVB resulted in considerably high-
er transfers and nontax revenues. However, 
the increase in government expenditures 
was mitigated by a decline in disbursements 
on goods & services. Meanwhile, a windfall 
in receipts related to the tax arrangement of 
the Kingdom added to the rise in government 
revenues. Furthermore, tax earnings rose as a 
result of more proceeds from taxes on goods 
& services and taxes on international trade. 

The improvement in the public finances of 
Sint Maarten was the result of lower govern-
ment expenditures combined with increased 
revenues. Consequently, Sint Maarten record-
ed a surplus on its current budget of NAf.26.4 
million in 2016, a turnaround compared to 
the NAf.18.4 million deficit registered in 2015. 
The lower expenditures were largely the re-
sult of a decline in the outlays on goods & ser-
vices. Meanwhile, revenues rose because of 
more nontax revenues, particularly a receipt 
from the public utility company, GEBE, and 
dividends transferred by other public enter-
prises. Furthermore, tax revenues increased 
as a result of more proceeds from profit and 
property taxes. 

Gross official reserves of the monetary union 
grew by NAf.187.5 million in 2016, up from 
the increase of NAf.27.8 million in 2015, as 
the external financing received exceeded 
the current account deficit of the balance of 
payments. The average import coverage rose 
from 4.9 months in 2015 to 5.2 months in 
2016 as a result of the increase in official re-
serves combined with a decline in imports. 

The deficit on the current account widened by 
NAf.170.2 million in 2016 compared to 2015 
to NAf.1,035.0 million. This deficit represents 
13.8% of the monetary union’s GDP and is well 
above the benchmark of 5% of GDP general-
ly considered sustainable for small and open 
economies. The higher deficit was largely the 
result of a drop in the net export of goods and 
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services combined with a worsening of the in-
come and current transfer balances. The in-
come balance deteriorated mainly as a result 
of lower interest income earned on foreign 
bonds and notes held by local institutional in-
vestors and an increase in dividend payments 
to foreign investors. An increase in labor in-
come earned from abroad mitigated the dete-
rioration of the income balance. Meanwhile, 
the worsening of the current transfers bal-
ance was primarily the result of an increase in 
current transfers paid to abroad. 

Net exports of goods and services contracted 
because of a decline in exports that exceeded 
the drop in imports. The disappointing export 
performance reflected, among other things, a 
decline in the refining fee earned by the Isla 
refinery because of lower production activities 
in 2016. Furthermore, 2016 recorded a drop 
in foreign exchange earnings from bunkering 
activities, air transportation activities, and the 
re-export of merchandise by the Curacao free 
zone. Foreign exchange earnings from tour-
ism activities also shrank because of lower 
cruise tourism revenues in both Curaçao and 
Sint Maarten combined with lower earnings 
from stay-over tourism in Curaçao. In line 
with the poor tourism performance, foreign 
exchange receipts from other services, in-
cluding harbor fees and airport landing fees, 
dropped as well. The lower import bill reflect-
ed a decline in both oil and non-oil merchan-
dise imports. Oil imports dropped on the 
back of the decline in international oil prices 
combined with lower volumes purchased for 
bunkering activities. Meanwhile, non-oil mer-
chandise imports were down due to, among 
other things, lower re-export activities by the 
free zone in Curaçao, lower tourism spending 
in both Curaçao and Sint Maarten, and a de-
cline in domestic spending in Sint Maarten. 

The current account deficit was more than 
covered by external financing as reflected by 
a worsening of the loans & credit, portfolio 
investment, and direct investment balances. 

The worsening of the loans & credit balance 
was the result of, among other things, the 
repatriation of funds held abroad by local 
companies, the receipt of funds by the gov-
ernment of Curaçao related to the windfall in 
dividend tax related to the BRK agreement, 
an increase in nonresidents’ deposits in the 
monetary union, and a worsening of the net 
trade credits balance. Meanwhile, one of the 
main causes of the deterioration of the port-
folio investment balance was that maturing 
debt securities held by local institutional in-
vestors were not reinvested abroad. Net di-
rect investments into the monetary union 
rose as a result of increased claims by foreign 
direct investors on their local subsidiaries and 
the purchase of real estate by nonresidents in 
Curacao and Sint Maarten. The increase in net 
direct investments was moderated by a rise 
in claims of local companies on their foreign 
subsidiaries. 

The monetary aggregates continued to ex-
pand during 2016, albeit at a slower pace 
compared to 2015. During the first half of 
2016, broad money rose as a result of an in-
crease in net foreign assets moderated by a 
decline in net domestic assets. Net foreign 
assets increased largely because of the in-
flow of funds from the Dutch State Treasury 
Agency related to principal and interest pay-
ments on debt securities taken over under 
the debt relief program and the higher value 
of the Bank’s gold stock. Meanwhile, net do-
mestic assets dropped as a result of a decline 
in miscellaneous balance sheet items related 
to the higher value of the Bank’s gold stock, 
combined with an increase in the deposits of 
the government of Curaçao at the Bank. Cred-
it extended to the private sector rose as a re-
sult of an increase in loans extended in both 
Curaçao and Sint Maarten. Credit growth in 
Curacao reflected more mortgages, business 
loans, and consumer loans extended. In Sint 
Maarten, the growth was the result of more 
mortgages extended because consumer and 
business loans declined.
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Meanwhile, in the second half of 2016, broad 
money expanded because of an increase in 
net domestic assets resulting from a rise in 
the memorandum balance sheet items due to 
the lower value of the Bank’s gold stock. Fur-
thermore, the deposits of the governments 
of Curaçao and Sint Maarten dropped in the 
July-December period of 2016. The expansion 
of broad money was mitigated, however, by 
a decline in net foreign assets. Private cred-
it extension dropped in the second half of 
2016 due to a decline in Curaçao while loans 
extended in Sint Maarten rose. The decline in 
Curaçao was caused by a fewer mortgages 
and business loans extended, moderated by 
an increase in consumer loans. Meanwhile, 
credit growth in Sint Maarten was driven by 
increases in all loan categories. 

During the first quarter of 2016, the Bank con-
tinued tightening the surplus in the money 
market by offering more certificates of deposit 
(CDs) at higher interest rates. Meanwhile, the 
reserve requirement percentage was kept un-
changed at 18.00%. However, as of April 2016, 
the Bank used its monetary instruments in a 
neutral manner by focusing only on the refi-
nancing of CDs during the bi-weekly auctions 
while the reserve requirement was main-
tained at 18.00%. Consequently, the amount 
of outstanding CDs rose in 2016 compared to 
2015. Meanwhile, the amount of outstanding 
required reserves also increased because of a 
rise in the base on which the reserve require-
ment is calculated. 

POLICY CONSIDERATIONS

The disappointing economic performance 
in 2016 can be ascribed largely to external 
shocks, which  small and open economies like 
Curaçao and Sint Maarten are very prone to. 
In the case of Curaçao, the economic disrup-
tions in Venezuela affected the performance 
of key economic pillars, particularly the tour-
ism, transportation, and free-zone sectors. 
Meanwhile, in Sint Maarten, increased com-

petition both within as well as outside the 
Caribbean, combined with negative publicity 
regarding a possible outbreak of the Zika vi-
rus impacted cruise tourism, one of the main 
contributors to the country’s economy.

These developments underscore the impor-
tance of diversifying our economies towards 
new markets and sectors. In the case of 
Curaçao, the focus should be on increasing 
the number of trading partners, particular-
ly in the region. Currently, Curaçao depends 
on three main trading partners--the United 
States, Venezuela, and the Netherlands. The 
current economic crisis in Venezuela and its 
effects on Curaçao’s key economic pillars em-
phasize the risk associated with such a high 
exposure to a limited number of trading part-
ners. Therefore, efforts should be made to 
increase trade and investment relations with 
other emerging economies in the region such 
as Colombia. 

Meanwhile, Sint Maarten needs a clear strat-
egy aimed at strengthening and further im-
proving the country’s tourism product to keep 
it more in line with the changing needs of 
tourists. In the Caribbean, for example, there 
has been a general shift in tourists’ needs and 
interests away from luxury shopping and fine 
dining towards more active and adventurous 
holiday experiences. Therefore, Sint Maarten 
needs to reassess its current tourist product 
and design a strategy to recoup and strength-
en its traditionally strong competitive position 
in the region. 

In recent years, economic growth in both 
Curacao and Sint Maarten has been lacklus-
ter and lagging behind other countries in the 
Caribbean. Our economic underperformance 
compared to regional peers is largely the re-
sult of macroeconomic weaknesses, in partic-
ular, a lack of productivity growth and declin-
ing competitiveness.  

The question then is: what policy measures 
should be taken to enhance productivity, im-
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prove competitiveness, and thereby realize 
a higher growth path? With the fiscal rules 
stipulated in the Financial Supervision Act of 
Curaçao and Sint Maarten in force, the abil-
ity to pursue countercyclical fiscal policy by 
increasing government spending to stimulate 
economic growth is limited. Meanwhile, with 
a fixed exchange rate in place and high excess 
liquidity in the banking sector, the use of mon-
etary policy instruments also is limited. Under 
these circumstances, implementing structural 
reforms is by far the most important way to 
achieve a higher growth path. These reforms 
should be aimed at stimulating private sector 
and foreign direct investments to boost pro-
ductivity and increase the competitiveness of 
our economies. 

One of the key priorities in this regard is rais-
ing the quality of human capital in Curaçao 
and Sint Maarten. In both countries, the ed-
ucational system should be reformed to in-
crease productivity. Technical and vocational 
training especially needs to be enhanced to 
address the mismatches in the labor market. 
Furthermore, efforts must be made to reduce 
the so-called “brain drain” of skilled labor, 
which typically occurs in small economies. 

The speed at which new technologies and 
creative ideas are adopted from advanced 
economies is also a key determinant of pro-
ductivity growth for developing economies 
such as ours. Research has shown that mar-
ket competition stimulates technology adop-
tion, whereas a lack of market competition 
and barriers to entry and exit for firms are 
impediments to higher growth. In several of 
our key economic sectors, including the finan-
cial sector, firms implement new technologies 
that can increase productivity and improve 
competitiveness at a rather slow pace. This 
slow pace of implementation is most likely re-
lated to the small scale of our economies and 
the associated high costs of adoption, but the 
lack of competition also reduces the incen-
tive to adopt new technologies. Therefore, it 

is important that Curaçao and Sint Maarten 
implement policies that promote and enforce 
competition. While Curaçao has already es-
tablished a competition authority, it is recom-
mended that Sint Maarten  do so as well. 

The economies of Curaçao and Sint Maarten 
also would benefit from further reforms of 
the investment climate. Reducing adminis-
trative burdens and simplifying regulations 
are important and much-needed actions to 
promote reform. Over time, many studies on 
our investment climate have emphasized the 
importance of addressing these weaknesses. 
The further development of our capital mar-
ket with more instruments such as equity and 
bond financing to finance private sector in-
vestments at lower costs also is required. 

Throughout the years, political instability 
resulting in frequent policy changes and in-
consistencies has had a negative impact on 
investors’ confidence in both Curacao and 
Sint Maarten. Hence, the private sector would 
benefit greatly from more certainty about fu-
ture economic and fiscal policies. The national 
development plans of both Curaçao and Sint 
Maarten set a clear socioeconomic vision and 
policy framework, but consistent and timely 
implementation of these plans is now crucial.  

Increasing productivity is not only important 
to achieve a higher growth path but also to 
increase the standard of living of the popula-
tion. However, growth will be inclusive only if 
people are able to manage their finances ade-
quately and make their financial decisions ju-
diciously. Meanwhile, poor financial decisions 
can have a long-lasting impact on individuals, 
their families, and societies. As financially ed-
ucated individuals are better skilled to man-
age their household budgets and distribute 
financial resources efficiently, the Bank has 
been taking actions to improve financial ed-
ucation. In March 2017, the Bank participated 
in the Week of Money (“Week van het Geld”) 
program at a secondary school in Curaçao 
that included lectures and activities to teach 
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the youngsters how to manage their finances. 
Furthermore, a maximum Annual Percentage 
Rate (APR) has been effective in Curacao and 
included in the Bank’s Provisions on the Dis-
closure of Pricing Information on Consumer 
Credit. These provisions are designed to pro-
tect consumers by providing them with ade-
quate information to make better informed 
decisions when applying for consumer credit 
and to foster transparency in the local finan-
cial market. 

Looking forward, growth in the monetary 
union will remain weak in 2017  primarily 
because of a decline in net foreign demand 
as imports will rise at a faster pace than ex-
ports. However, over the medium term, the 
prospects are brighter because foreign inves-
tors have shown interest in investing in key 
economic pillars in both Curacao and Sint 
Maarten. However, both countries need to 
capitalize on these opportunities by imple-
menting the necessary reforms to increase 
productivity and improve competitiveness to 
lay a firm foundation for a sustainable higher 
growth path. 

A.G. Romero

President a.i.   
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INTERNATIONAL 
ECONOMIC 
DEVELOPMENTS
GLOBAL, EURO AREA, AND LATIN 
AMERICA & THE CARIBBEAN

GLOBAL ECONOMIC 
DEVELOPMENTS

Following the 3.2% growth recorded in 2015, 
global economic growth decelerated mar-
ginally to 3.1% in 2016. The slower growth 
in 2016 can be attributed to, among other 
things, subdued private investment and trade 
flows, limited public demand due to fiscal con-
straints, limited consumer spending because 
of stagnant employment and income growth,1 
and geopolitical factors. Among the advanced 
economies, output growth softened in 2016 
especially in the United States, the euro area, 
and the United Kingdom, facing the uncer-
tainties following the Brexit referendum vote. 
Meanwhile, economic growth in the emerging 
market and developing economies remained 
broadly in line with the 2015 outcome. Eco-
nomic activity in the Asian economies such 
as China expanded at a slower pace than 
in 2015, while economic activity in the Latin 
American and Caribbean economies, particu-

1 ILO, World Employment and Social Outlook: Trends 2017, http://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/
documents/publication/wcms_541211.pdf. 
2  International Labor Organization.

larly Argentina, Brazil and Venezuela contract-
ed. The global inflation rate increased slightly 
to 2.9% in 2016, stemming mainly from high-
er food prices moderated by lower oil prices. 
Also, the global unemployment rate2 dropped 
moderately to 5.7% in 2016 (see Table 1). 

THE UNITED STATES

Real output in the United States expanded by 
1.6% in 2016, a slowdown compared to the 
2.6% growth registered in 2015 (see Table 1). 
The economic growth in 2016 was driven by 
an increase in domestic demand, mitigated by 
a decrease in net foreign demand. Moreover, 
the unemployment rate decreased  from 5.3% 
in 2015 to 4.9% in 2016.

Domestic demand in the United States in-
creased because of both private and public 
demand. Private demand rose as a result of 
higher consumer spending, dampened by 
lower investment spending. Amid better labor 
market conditions and higher disposable in-

2
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come, U.S. households spent more on durable 
goods such as recreational goods & vehicles 
and furnishings & durable household equip-
ment and on services such as health care. On 
the other hand, private investment spending 
went down due to a decrease in nonresiden-
tial fixed investment, mitigated by an increase 
in residential fixed investment. Meanwhile, 
higher spending by the state, local, and feder-
al governments caused the expansion of pub-
lic demand. Net foreign demand contributed 
negatively to real output growth because im-
ports rose at a faster pace than exports.

A sectoral analysis reveals that the economic 
expansion during 2016 was sustained large-
ly by increased activities in the information, 
professional & business services, and health 
care & social assistance sectors. The U.S. un-
employment rate dropped from 5.3% in 2015 
to 4.9% in 2016, stemming primarily from job 
gains in the professional & business services, 
health care & social assistance, and leisure & 
hospitality sectors. Moreover, the number of 
long-term unemployed persons and the num-
ber of workers employed part-time for eco-
nomic reasons declined in 2016. 

Inflationary pressures in the United States ac-
celerated to 1.3% in 2016, up from the 0.1% 

3 IMF World Economic Outlook, October 2016 and January 2017.
4 OECD Economic Outlook, Vol 2016, No 2, http://www.oecd.org/eco/outlook/economic-forecast-summary-euro-area-oecd-econom-
ic-outlook-november-2016.pdf.

increase posted in 2015, ascribable to high-
er energy prices and shelter & medical care 
services costs, dampened by a drop in food 
prices.  

During most of 2016, the Federal Reserve 
(Fed) maintained the federal funds rate target 
between 0.25% and 0.50%. However, in De-
cember 2016, the Fed increased the fed-funds 
rate to a range between 0.50% and 0.75% on 
the back of further improvement of labor 
market conditions and the inflation rate mov-
ing upwards toward its target level of 2.0% 
over the medium term.

ECONOMIC DEVELOPMENTS IN 
THE EURO AREA

Compared to the 2.0% growth recorded in 
2015, real GDP growth in the euro area decel-
erated to 1.8% in 2016. The growth decelera-
tion resulted from a slower growth in domes-
tic demand, particularly investment, in some 
of the area’s largest economies.3 Net foreign 
demand contributed negatively to real output 
growth as the import growth surpassed the 
higher exports.4 During 2016, the euro area 
economy benefitted from low oil prices, an 
accommodative monetary policy stance, and 
a moderate fiscal expansion, dampened by 

Sources: International Monetary Fund; US Bureau of Economic Analysis; US Bureau of Labor Statistics; International Labor 
Organization. 

Global United States

2015 2016 2015 2016

Real GDP (% change) 3.2 3.1 2.6 1.6

Consumer prices (%)            2.8 2.9 0.1 1.3

Unemployment rate (%) 5.8 5.7 5.3 4.9

Table 1 Economic indicators (Global – United States)
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weak investor confidence due to uncertain-
ties following the U.K. referendum result. 
Also, the unemployment rate dropped further 
to 10.0% in 2016, down from 10.9% in 2015. 
After registering zero inflation in 2015, the in-
flation rate picked up slowly to 0.3% in 2016, 
remaining below the ECB’s inflation target of 
2.0% (see Table 2). 

THE NETHERLANDS

Compared to the 2.0% growth recorded in 
2015, real economic growth in the Nether-
lands accelerated slightly to 2.2% in 2016, reg-
istering the fastest growth since the start of 
the financial crisis in 2008 (see Table 2). Out-
put growth in 2016 was supported by more 
domestic and net foreign demand. Moreover, 
the rates of both inflation and unemployment 
declined in 2016 compared to 2015. 

Private demand was the main driver of real 
GDP growth in 2016. The increase in private 
investment resulted from higher investments 
in residential properties, trucks & semitrail-
ers, and communication equipment, support-
ed by higher investor confidence. Yet, private 
investments in automobiles dropped. Dutch 
households spent more on goods such as elec-
trical appliances, clothing, automobiles, home 
furnishings, and gas, and on services such as 
hotels & restaurants, leisure, and culture, re-
sulting in an increase in private consumption. 
The amount spent on services accounted for 

about half of total household consumption. 
Household consumption benefitted from 
higher disposable income and consumer con-
fidence, better labor market conditions, and a 
recovery of the housing market. In 2016, con-
sumer confidence reached its highest level in 
the past nine years. Public demand grew as 
well, stemming from more consumption as 
investments dropped. Economic activity in 
the Netherlands expanded mostly in the con-
struction, manufacturing, and business ser-
vices sectors, dampened by a contraction in 
the mining sector. 

Also contributing positively to real output ex-
pansion was net foreign demand as export 
growth was more resilient than expected, 
while the growth in imports remained sub-
dued. During 2016, imports increased as a re-
sult of higher imports of petroleum products 
and natural gas, while exports rose especially 
because of more exports of transport vehicles 
and natural gas. 

The year 2012 was the last year that the Neth-
erlands recorded a public deficit-to-GDP ratio 
above the EMU norm of 3.0% (i.e., 3.9%). In 
the years that followed, the ratio declined but 
in 2016, the public deficit turned positive to 
0.4% of GDP. Also, the Dutch public debt fell 
to 62.3% of GDP, slightly above the EMU debt 
ceiling of 60.0%.

The Dutch inflation rate dropped from 0.6% in 

Sources: Central Bureau of Statistics of the Netherlands and IMF World Economic Outlook October 2015. 
*International definition.

Euro area The Netherlands

2015 2016 2015 2016

Real GDP (% change) 2.0 1.8 2.0 2.2

Consumer prices (%)            0.0 0.3 0.6 0.3

Unemployment rate* (%) 10.9 10.0 6.9 6.0

Table 2 Economic indicators (Euro area – The Netherlands)
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2015 to 0.3% in 2016, the lowest rate in thirty 
years. Price pressures eased in 2016 driven by 
a decline in the prices of electricity, gasoline, 
tickets to travel abroad, and bank services 
moderated by an increase in the prices of gas, 
clothing, and rent. 

Furthermore, the Dutch unemployment rate 
fell from 6.9% in 2015 to 6.0% in 2016, reg-
istering the strongest decline over the past 
ten years and mostly in the category 45 years 
and older. Job gains were particularly attained 
in the business services, trade, and hotels & 
restaurants sectors, dampened by job loss-
es particularly in the health care sector. Ad-
ditionally, the number of long-term unem-
ployed contracted.  

ECONOMIC DEVELOPMENTS 
IN LATIN AMERICA AND THE 
CARIBBEAN

The Latin American and Caribbean region reg-
istered a negative economic growth of between  
-0.5% and -1.1% in 2016 according to esti-
mates of the International Monetary Fund 
(IMF) and the Economic Commission for Latin 
America and the Caribbean (ECLAC), respec-
tively. Sharp economic downturns were re-
corded in some of the region’s largest econ-
omies including Brazil, Argentina, Venezuela, 
and Ecuador.5 The negative output growth 
was caused mainly by a decline in both in-
vestment and consumption, mitigated by an 
increase in net exports. The region’s terms 
of trade, particularly of the hydrocarbon and 
mineral exporting countries, contracted on 
the back of weak commodity prices. More-
over, the region’s inflation rate increased to 
between 5.8% and 8.4% in 2016, attributable 
primarily to higher food prices. Noteworthy is 
that those countries with the highest inflation 
rates, i.e., Argentina, Surinam, and Venezuela, 
also recorded severe economic downturns. 

5 Economic Commission for Latin America and the Caribbean, Preliminary overview of the economies of Latin America and the 
Caribbean 2016.

The region’s unemployment rate went up to 
9.0% in 2016, mostly reflecting a decline in the 
quantity of jobs in the South American econo-
mies (see Table 3). 

VENEZUELA

Real output in Venezuela contracted further 
in 2016, ranging between -9.8% and -10.0% 
according to estimates of the International 
Monetary Fund (IMF) and Business Monitor 
International (BMI), respectively (see Table 3). 
The year 2016 marked the fourth consecutive 
year of Venezuela’s severe recession, ascrib-
able to negative contributions from all com-
ponents of GDP. 

Venezuela’s severe economic and political 
crisis deepened in 2016 as both domestic 
demand and net exports deteriorated. Both 
private and public spending contributed to 
the decline in domestic demand. The fall in 
private spending resulted from lower con-
sumption and investment. Although Venezu-
ela’s minimum wage was raised four times 
during 2016, consumer spending contracted 
because of a considerably lower disposable 
income due to the country’s soaring inflation 
rate. Private investment spending plummet-
ed as a result of the worsened conditions in 
Venezuela’s business climate. Furthermore, 
government spending shrank mainly because 
of lower revenues from oil exports. Given 
the persistent underinvestment in Venezue-
la, both oil and non-oil production declined 
further, causing the country to rely more on 
imports for even basic goods. According to 
BMI, Venezuela’s probability of defaulting on 
its sovereign debt is above 50%. 

Net foreign demand also put a drag on real 
economic growth as exports dropped at a 
faster pace than imports. The decline in inter-
national oil prices was a major reason for the 
drop in exports in 2016, while strict govern-
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ment control and the lack of foreign currency 
reduced imports. 

Venezuela’s inflation rate ranks among the 
world’s highest, recording triple digits between 
351.8% and 475.8% in 2016. The accelerated 
inflationary pressures can be attributed large-
ly to the expansive fiscal and monetary policy 
stance in an economy of increasing scarcity. 
Moreover, Venezuela’s unemployment rate 
more than doubled to 18.1% in 2016.6

6 International Monetary Fund, World Economic Outlook: Too Slow for Too Long. Washington, January 2017.

Sources: International Monetary Fund; Business Monitor International; Economic Commission for Latin America and the Caribbean 
and International Labor Organization

Latin America and the 

Caribbean
Venezuela

2015 2016 2015 2016

Real GDP (% change) 0.0 to -0.5 -0.5 to -1.1 -5.7 to -6.2 -9.8 to -10.0

Consumer prices (%)            5.5 to 7.9 5.8 to 8.4 116.2 to 121.7 351.8 to 475.8

Unemployment rate (%) 7.4 9.0 7.0 to 7.4 7.5 to 18.1

Table 3 Economic indicators (Latin America & the Caribbean – Venezuela)*
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GENERAL 
ECONOMIC 
DEVELOPMENTS 
ECONOMIC DEVELOPMENTS 
IN CURAÇAO AND SINT MAARTEN

GENERAL ECONOMIC 
DEVELOPMENTS IN CURAÇAO

After expanding by 0.3% in 2015, Curaçao’s 
real output turned negative to -1.0% in 2016 
because the decline in net foreign demand ex-
ceeded the increase in domestic demand (see 
Graph 1). Meanwhile, a zero inflation rate was 
recorded in 2016 as the drop in energy prices 
was offset by the increase in food prices.

An analysis of GDP by expenditure indicates 
that the economic contraction recorded in 
2016 resulted solely from the decline in net 
foreign demand (see Table 4). 

The contribution of net foreign demand to 
GDP growth was negative because exports 
dropped at a faster pace than imports. Ex-
ports dropped as a result of lower re-exports 
by the free-zone companies, fewer refining ac-

Graph 1 Real GDP compositiona

Source: Centrale Bank van Curaçao en Sint Maarten.
aReal percentage changes.  
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tivities by the Isla refinery, a decline in foreign 
exchange earnings from bunkering and tour-
ism activities, and less construction and air 
transportation services provided to abroad. 
The lower imports were caused by, among 
other things, the decline in international oil 
prices and less oil volume imported. Further-
more, merchandise imports by the free-zone 
companies dropped. 

In contrast, domestic demand rose only be-
cause of an increase in private demand. Pri-
vate investment spending grew particularly 
in the utilities, telecommunication, and trans-
portation sectors, while consumer spending 
remained stable in 2016. Meanwhile, growth 
in public demand remained muted because 

7 Taxes minus subsidies on products. 

government investment increased, owing in 
particular to the construction of the new hos-
pital and the upgrading of Curaçao’s road in-
frastructure, whereas government consump-
tion fell. The fall in government consumption 
can be ascribed to lower outlays on goods 
and services, mitigated by more spending on 
wages & salaries. 

DOMESTIC PRODUCTION

An analysis of GDP by sector reveals that pri-
vate sector activities contracted in 2016, while 
public sector activities expanded as both net 
taxation7 and disbursements on wages & sal-
aries increased. The negative GDP growth in 
2016 stemmed largely from the manufactur-

2015 2016

Domestic expenditures, of which: 0.4 0.2

Private sector 0.2 0.2

   Investment 0.4 0.2

   Consumption -0.2 0.0

Government 0.2 0.0

   Investment 0.4 0.4

   Consumption -0.2 -0.4

Changes in inventory 0.0 -0.1

Foreign net expenditures, of which: -0.1 -1.1

Export of goods and services -0.5 -1.4

Import of goods and services -0.4 -0.3

GDP by expenditures 0.3 -1.0

 Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten.
aExpenditure categories data are weighted contributors to GDP growth.
bReal percentage changes.

Table 4 Curaçao - GDP by expendituresab
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ing, restaurants & hotels, wholesale & retail 
trade, transport, storage, & communication, 
and financial intermediation sectors (see Ta-
ble 5).

Activities in the manufacturing sector de-
clined (-5.9%) because of contractions in both 
refining activities by the Isla refinery and ship 
repair activities. The contraction in ship repair 
activities was reflected by a decrease in the 
number of man hours sold (-3.3%) consistent 
with a drop in the number of ships repaired 
(-57.6%).

During 2016, real output growth in the restau-

rants & hotels sector was negative (-4.3%), re-
flecting a decline in the number of stay-over 
visitors, the number of visitor nights, and the 
number of cruise tourists. The drop in the 
number of stay-over visitors can be attributed 
to all tourism markets except the European 
market. The largest contraction was regis-
tered by the South American market (-22.6%), 
ascribable mainly to a decline in the num-
ber of visitors from Venezuela and Surinam. 
Similar to 2015, the decline in the number of 
Venezuelan visitors in 2016 was the result of 
the country’s deplorable economic and politi-
cal situation. In addition, the North American 

Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten.
aReal percentage changes.

2015 2016

Agriculture, fishery, & mining -0.1 0.1

Manufacturing 1.2 -5.9

Electricity, gas, & water -4.2 2.9

Construction 1.5 1.0

Wholesale & retail trade -0.5 -1.7

Restaurants & hotels 2.5 -4.3

Transport, storage, & communication 0.0 -1.4

Financial intermediation 0.6 -0.7

Real estate, renting, & business activities 0.8 0.2

Other community, social, & personal services -0.7 -4.1

Private households -1.6 0.3

Total private sector 0.3 -1.2

Public sector -0.3 0.1

Taxes minus subsidies 0.3 0.1

GDP by sector 0.3 -1.0

Table 5 Curaçao - GDP by sectora
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market contracted because the number of 
visitors from both the United States and Can-
ada dropped. The lower number of U.S. visi-
tors was due mainly to less seat capacity from 
other feeder regions.8 The Caribbean market 
shrank as well, resulting especially from few-
er visitors from Trinidad & Tobago and Aruba. 
In contrast, the European market expanded 
primarily because of more visitors from the 
Netherlands and Germany, supported by 
strong marketing efforts. At the same time, 
the drop in the number of cruise tourists 
(-8.1%) was consistent with the development 
in the number of cruise calls (-8.7%). (See Ta-
ble 14 in Appendix I for more details.)

Similar to 2015, the wholesale & retail trade 
sector performed poorly (-1.7%) in 2016 due 
to fewer free-zone activities and less tourism 
spending. The drop in free-zone activities was 
accompanied by a double-digit decline in the 
number of international visitors, notably from 
Trinidad, Haiti, Venezuela, and Jamaica.

The transport, storage, & communication sec-
tor recorded a negative GDP contribution of 
-1.4% in 2016 as activities diminished at both 
the airport and the harbor. Activities at the 
airport were affected by the financial prob-
lems of the domestic airline, InselAir, caused 
mainly by the unstable economic and political 
situation in Venezuela. The drop in air trans-
portation services was reflected by a decline 
in passenger transportation services provid-
ed by the domestic airlines to abroad during 
2016. Also, airport-related activities declined, 
ascribable to a drop in total passenger traffic, 
except transit passengers, and in the num-
ber of commercial landings. Harbor activities 
shrank as well, stemming from fewer oil stor-
age activities and ships, especially tankers and 

8 Other feeder regions refer to a submarket of tourists within the United States traveling to Curaçao via New York.  Curaçao Tourism 
Board, http://www.curacao.com/pt/ctb/view/3-more-stayover-arrivals-first-ten-months/
9  Due to data limitations, the analysis of the international financial services industry refers to the first six months of 2016 compared 
to the first six months of 2015.
10 Negative inflation or deflation is widely defined as a reduction in the general price level of goods and services throughout an econo-
my. It occurs when the inflation rate falls below 0%.

cruise ships, piloted into the port of Curaçao. 
The decline in the number of tankers was 
caused largely by the situation in Venezuela. 

Real output in the financial intermediation 
sector shrank by -0.7% in 2016 because of 
lower real value added in both the domestic 
and international financial services industries. 
Net interest income as well as other fees & 
income earned by the domestic commercial 
banks dropped, causing the contraction in 
real value added of the domestic financial ser-
vices industry. The lower real value added of 
the international financial services industry9 
was caused by a reduction in wages & salaries 
and other operational expenses.  

Contrary to the above, the construction and 
utilities sectors contributed positively to GDP 
growth during 2016. Real output in the con-
struction sector expanded by 1.0%, resulting 
from increases in both public and private in-
vestments. Activities in the utilities sector in-
creased by 2.9% as both water and electrici-
ty production rose, driven by more demand 
from households.

INFLATIONARY PRESSURES

Following the negative inflation rate10 of -0.5% 
in 2015, Curaçao registered zero inflation in 
2016 as the drop in international oil prices 
was offset by a rise in international food pric-
es (Graph 2). Price pressures in the Nether-
lands and Sint Maarten decelerated, while ac-
celerating in the United States and continuing 
to soar in Venezuela. 

An analysis of developments in the Consum-
er Price Index (CPI) components in Curaçao 
indicates that in 2016, the price decreases in 
the categories “Transport & communication” 



27

(-1.9%), “Housekeeping & furnishings (-1.3%), 
and “Housing” (-0.3%) were offset by the price 
increases in all other categories. Average 
prices dwindled in the category “Transport & 
communication” mainly because of a substan-
tial decline in fuel prices. Contrary to the last 
thirteen years, prices diminished in the cate-
gory “Housekeeping & furnishings” due main-
ly to a price drop in upholstery and furnishing 
fabrics. The price decline in the “Housing” cat-
egory resulted from a decrease in electricity 
and water prices, dampened by higher rents. 
The development in domestic fuel, electrici-
ty, and water prices can be attributed mainly 
to the drop in international oil prices during 
2016. The decline in the prices of electricity 
and water can also be ascribed to the remov-
al of the recovery component from the tariffs 
structure11 in 2016. In contrast, average pric-
es increased in the categories “Beverages & 
tobacco” (2.4%), “Food” (1.5%), “Recreation & 
education” (0.9%), and “Health” (0.3%), albe-
it less pronounced than in 2015. Inflationary 
pressures in the “Food” category decelerated 

11  Since June 2012, the tariff structure of electricity and water for consumers comprised three components: (1) the fuel component, 
which covers the direct costs such as fuel and chemicals; (2) the base component, which covers the operational and finance costs; and 
(3) the recovery component, which covers shortages in the fuel component resulting in financial losses. In 2016, the recovery compo-
nent was removed as all shortages in the fuel component were recovered. 
12 Blinder, Alan. “Commentary.” Federal Reserve Bank of St. Louis Review (1997): 157-160; Bryan, Michael F., and Stephen G. Cecchetti. 
“Measuring core inflation.” In Monetary Policy, pp. 195-219. The University of Chicago Press, 1994.

in 2016 primarily because the price gain in 
potatoes, vegetables, & fruit was mitigated by 
the price drop in meat & fish, and dairy prod-
ucts. (See Table 15A in Appendix I for a com-
plete overview.)  

DEVELOPMENT IN CORE INFLATION 

Many central banks compute core inflation in-
dicators to capture the underlying trend in in-
flation as part of their price stability programs. 
Core inflation indicators usually exclude vol-
atile components like food and energy pric-
es from the overall price index as changes 
in these components tend not to be linked 
to the underlying inflation trend. Like other 
small open economies, Curaçao’s inflation is 
determined largely by external factors. Com-
puting core inflation in such economies cap-
tures the price changes that persist for years 
to forecast near- to medium-term inflation.12 
Core inflation reflects the long-run trend in 
the average price of goods and services in an 
economy. In the short-term, the inflation rate 

Graph 2 Developments in consumer pricesa

a Annual percentage change.
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can stem from (1) temporary supply shocks, 
(2) seasonal fluctuations in demand, and (3) 
other nonmonetary factors such as indirect 
taxes that do not have a persisting price ef-
fect.13

Graph 3 illustrates the development of the 
headline inflation and core inflation rates of 

13 Chamberlin, Graeme. “Methods explained: core inflation.” Economic and Labor Market Review 3, no. 3 (2009): 48-57.Huwiler, 
Marco. “Measures of core inflation in Switzerland: an evaluation of alternative calculation methods for monetary policy.” In 11th 
Ottawa Group Conference, 2009. 

Curaçao on a monthly basis over the peri-
od 2012-2016. Core inflation is measured in 
three ways: (1) the inflation rate excluding 
electricity prices, (2) the inflation rate exclud-
ing fuel prices, and (3) the inflation rate ex-
cluding electricity and fuel prices. The graph 
reveals that by excluding the contributions of 
electricity and fuel prices, which have a rela-

0.0
0.4
0.9

-1.0
-0.5
0.0
0.5
1.0
1.5
2.0
2.5
3.0
3.5
4.0

2012/Jan 2013/Jan 2014/Jan 2015/Jan 2016/Jan

Inflation Core inflation excluding electricity prices

Core inflation excluding fuel prices Core inflation excluding electricity and fuel prices

Graph 3 Comparison between consumer prices and core consumer pricesa

a Annual percentage change.

2014 2015 2016

Employed population 59,295 61,823 65,117

Unemployed population 8,555 8,198 9,953

Labor force 67,850 70,021 75,070

Total population 153,234 155,302 156,719

Participation rate 44.3 45.1 47.9

Total unemployment rate 12.6 11.7 13.3

Youth unemployment rate 33.2 29.7 36.8

Source: Central Bureau of Statistics Curaçao 
The percentage changes are depicted between parentheses.
* indicates changes in percentage points. 

Table 6 Labor market developments in Curaçao (in number of persons)
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tively large CPI weight,14 the zero inflation rate 
(0.0%) in 2016 becomes an inflation rate of 
0.9%. Hence, the zero inflation rate registered 
in 2016 can be explained by the downward 
pressure caused by lower electricity and fuel 
prices, which resulted from the substantial 
drop in international oil prices. Meanwhile, 
the core inflationary pressures excluding 
electricity and fuel prices eased from 1.6% in 
2015 to 0.9% in 2016. 

LABOR MARKET

Curaçao’s labor market developments in 
2016 were broadly in line with the country’s 
adverse economic performance. Although the 
number of employed increased (5.3%), the 
number of unemployed rose at a much fast-
er pace (21.4%), leading to an increase in the 
total unemployment rate from 11.7% in 2015 
to 13.3% in 2016 (see Table 6).15 The increase 
in the unemployment rate can be attributed 
mainly to a drop in the number of employed 
in the utilities, transportation & storage, and 
manufacturing sectors, moderated by more 

14 The CPI weight of electricity prices is 19.1% of the “Housing” category and 5.9% of the total, while the CPI weight of fuel prices is 
32.6% of the “Transport & communication” category and 7.4% of the total.
15  Labor Force Survey 2016, Central Bureau of Statistics.
16 Real GDP per employed person is measured as GDP at constant prices (2000=100) using CPI inflation divided by the employed 
population.

employment in the construction sector. In 
the utilities sector, the number of employed 
dropped because several staff members 
reached their retirement age. 

Compared to the total unemployment rate, 
the rise in the youth unemployment rate was 
much larger, from 29.7% in 2015 to 36.8% in 
2016. 

Meanwhile, Curaçao’s labor productivity in 
terms of real GDP per employed person16 con-
tracted by -5.3% in 2016 compared to -3.8% 
in 2015.

GENERAL ECONOMIC 
DEVELOPMENTS IN SINT 
MAARTEN

Real GDP contracted by 0.1% in Sint Maarten 
in 2016, a negative reversal from the 0.4% 
growth experienced in 2015 (see Graph 4). Ac-
tivities in the private sector slowed down pri-
marily because of the dismal performance in 
cruise tourism. In addition, the public sector 
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Graph 4 Real GDP compositiona

Source: Centrale Bank van Curaçao en Sint Maarten.
aReal percentage changes.  
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2015 2016

Domestic expenditures, of which: -1.3 -0.1

Private sector -0.3 0.1

   Investment 0.4 0.4

   Consumption -0.7 -0.3

Government -1.0 -0.2

   Investment -0.8 -0.1

   Consumption -0.2 -0.1

Changes in inventory 0.0 0.1

Foreign net expenditures, of which: 1.7 -0.1

Export of goods and services 0.4 -0.4

Import of goods and services -1.3 -0.3 

GDP by expenditures 0.4 -0.1

 Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten.
aExpenditure categories data are weighted contributors to GDP growth.
bReal percentage changes.

Table 7 Sint Maarten - GDP by expendituresab

put a drag on GDP growth under the weight of 
conforming to strict budgetary rules. Mean-
while inflationary pressures eased to 0.1% in 
2016, down from 0.3% recorded in 2015, due 
mainly to the effects of historically low inter-
national fuel prices.

An analysis of GDP by expenditure reveals 
that domestic expenditure contributed neg-
atively to real GDP growth in Sint Maarten 
during 2016 because of a decline in public de-
mand, albeit moderated by an increase in pri-
vate demand (see Table 7). Growth in the pri-
vate sector was driven solely by investment, 
such as large residential projects in Maho and 
Cupecoy. However, the growth in the private 
sector was mitigated by a contraction in con-

sumption as reflected by lower merchandise 
imports. The public sector experienced con-
tractions in both investment and consump-
tion. The contraction in consumption was due 
primarily to a decrease in disbursements on 
goods and services, while the contraction in 
investment was attributable mainly to fiscal 
constraints. 

Net foreign demand also contributed neg-
atively to economic growth because, in real 
terms, exports contracted at a faster pace 
than imports. The contraction in exports pri-
marily reflected the dismal performance of 
cruise tourism. Meanwhile, the import bill 
shrank largely as a result of lower merchan-
dise imports by the wholesale & retail trade 
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sector, in line with lower tourism spending 
and domestic consumption. 

DOMESTIC PRODUCTION

An analysis of GDP by sector shows that Sint 
Maarten’s real GDP contraction in 2016 was 
primarily the result of declines in the con-
struction, wholesale & retail trade, and real 
estate, renting, & business activities sector. In 
contrast, growth in the manufacturing sector 
surged while the utilities, financial intermedi-
ation, transport, storage, & communication, 

and restaurants & hotels sectors recorded 
mild growth (see Table 8). Meanwhile, the 
public sector contributed negatively to real 
GDP growth reflecting lower turnover tax col-
lected on goods and services. 

Real value added in the manufacturing sector 
grew by a robust 16.5% in 2016 compared to 
the 8.0% growth seen in 2015. The 2016 yacht-
ing season saw a clear increase in yacht re-
pair activities compared to 2015 as a result of 
more yachts, particularly mega-yachts, visit-
ing Sint Maarten. Increased demand for luxu-

Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten.
aReal percentage changes.

2015 2016

Agriculture, fishery, & mining 0.0 0.0

Manufacturing 8.0 16.5

Electricity, gas, & water 0.5 0.5

Construction 3.3 -1.3

Wholesale & retail trade -0.8 -0.3

Restaurants & hotels 2.7 1.8

Transport, storage, & communication 0.6 0.1

Financial intermediation -0.1 0.1

Real estate, renting, & business activities 0.9 -0.2

Other community, social, & personal services 0.4 0.5

Private households 6.1 -5.2

Total private sector 0.7 0.2

Public sector -0.4 0.0

Taxes minus subsidies 0.1 -0.3

GDP by sector 0.4 -0.1

Table 8 Sint Maarten - GDP by sectora
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ry yacht charters in the region and decreased 
concerns of yacht crews over the presence of 
the Chikungunya virus, which plagued the is-
land during the 2014-2015 yachting season, 
contributed to this development.

The utilities sector grew by 0.5% in 2016, the 
same rate of growth as in 2015. Water pro-
duction was slightly higher in 2016 compared 
to a year earlier due to, among other things, 
more yachts in port consuming water. How-
ever, electricity production increased in 2016 
at a slower pace than in 2015, due to, among 
other things, a decrease in economic activities 
linked to fewer cruise passenger arrivals.

The financial intermediation sector also con-
tributed positively to Sint Maarten’s real eco-
nomic growth in 2016 (0.1%) as the interest 
income of the domestic commercial banks 
increased at a faster pace than interest ex-
penses.  

Sint Maarten’s transport, storage, & communi-
cation sector grew by a marginal 0.1% in 2016, 
a deceleration compared to the 0.6% growth 
experienced in 2015. Harbor-related activities 
increased slightly (0.3%) in 2016, primarily be-
cause of an increase in the number of freight-
ers visiting the port of Sint Maarten. However, 
overall tonnage decreased, in line with fewer 
tanker and cruise ship calls. Meanwhile, air 
transportation activities rose slightly during 
2016 on the back of the rise in total passen-
ger traffic. Sint Maarten’s domestic carrier, 
Winair, experienced accelerated growth in 
2016 (4.5%), up from the 2.5% growth record-
ed in 2015 and in line with the higher growth 
in total passenger arrivals at the Princess Juli-
ana International Airport. The positive contri-
bution of the airport to real GDP growth was 
in line with the moderately higher number of 
stay-over tourists.    

Real value added in the restaurants & hotels 
sector grew by a mere 1.8% in 2016, a slower 
pace than the 2.7% growth in 2015, the result 
of an expansion in stay-over tourism damp-

ened by a sharp decline in cruise tourism. 
Stay-over arrivals grew by 4.5% in 2016, a fast-
er pace compared to the tepid 1.1% growth 
seen in 2015 because of a positive turnaround 
in stay-over arrivals from the North American 
market (7.2%)--Sint Maarten’s biggest market-
-along with a significant increase in stay-over 
arrivals from Europe (24.3%), in part because 
KLM started to operate three direct flights per 
week to the island. Following a contraction in 
2015, stay-over arrivals from both the United 
States and Canada increased in 2016. This 
positive turnaround was attributable mainly 
to milder winter weather and an improving 
economic climate. 

All other major stay-over markets showed sig-
nificant negative turnarounds. The Caribbean 
market registered a 24.4% contraction in stay-
over arrivals in 2016, compared to the 3.8% 
growth seen in 2015. Although stay-over ar-
rivals from the Dominican Republic increased 
in 2016 compared to 2015 because of, among 
other things, the arrival of PAWA airlines, the 
increase was not enough to offset the con-
traction in stay-over arrivals from the rest of 
the Caribbean. Stay-over arrivals from the 
South American market contracted by 21.0% 
in 2016 compared to the 3.6% increase seen 
in 2015. The steep decline was due mainly to 
the ongoing economic and political turmoil in 
Venezuela and the economic woes that afflict-
ed Brazil in 2016.

In contrast to stay-over arrivals, cruise pas-
senger arrivals to Sint Maarten shrank by 
12.2% in 2016, a deterioration compared to 
the 5.0% contraction experienced in 2015. 
The contraction in the number of cruise tour-
ists was matched by a corresponding de-
crease (-11.9%) in the number of cruise calls 
in 2016, compared to the 1.3% drop in 2015. 
The drop in the number of cruise passenger 
arrivals can be explained mainly by four fac-
tors. First, Sint Maarten, like other Caribbean 
islands, is facing fierce competition from Asia 
as a cruise destination. Second, Sint Maarten’s 
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government lacks long-term planning to se-
cure cruise lines coming to the island (i.e., 
contracts expire without being renewed on 
time). Third, Sint Maarten lost some cruise 
ships to nearby competitors like Tortola, St. 
Kitts, and Antigua. Fourth, the United States 
implemented a highly publicized campaign 
advising against travel to the Caribbean due 
to the threat of an outbreak of the Zika virus 
in 2016.

Meanwhile, the wholesale & retail trade sec-
tor put a drag on real GDP in 2016, contract-
ing by 0.3%, a slower pace than the 0.8% con-
traction in 2015. The decline in both domestic 
consumption and tourism spending, notably 
cruise tourism spending, contributed to the 
contraction in 2016.

Following a 0.9% growth in 2015, the real es-
tate, renting, & business activities sector expe-
rienced a contraction of -0.2% in 2016 because 
many companies that cater to cruise tourists 
were affected by the decline in cruise tourism. 
In addition, disappointing results in the time-
share sector, mainly because of the lack of 
effective consumer protection legislation for 
timeshare owners in Sint Maarten, negatively 
impacted the sector’s performance. 

Finally, the construction sector also saw a 
negative turnaround in activities in 2016 com-
pared to 2015 that was consistent with the 
decrease in imported building materials like 
sand, gravel, and cement. 

INFLATIONARY PRESSURES

Consumer price inflation in Sint Maarten eased 
to 0.1% in 2016, down from 0.3% in 2015. The 
lower inflation was attributable mainly to the 
effects of reduced transportation costs due to 
historically low oil prices. This development 
was in contrast to Sint Maarten’s main trading 
partner, the United States, where price pres-
sures increased.

An analysis of the developments in the CPI 
components reveals negative inflation in 
the categories “Housing” (-0.2%), “Transport 
& communication” (-1.8%), “Housekeeping 
& furnishings (-0.1%), “Clothing & footwear” 
(-3.1%), and “Recreation & education (-0.5%). 
The price decrease in the “Housing” category 
was primarily the result of lower electricity 
prices, while the price decrease in “Transport 
& communication” was due mainly to lower 
fuel prices. By contrast, inflationary pressures 
increased in the categories “Food” (4.0%), 
“Beverages & tobacco” (1.1%), and “Health” 
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(0.5%). The increase in the “Food” category 
was due mostly to price gains in the subcat-
egories grain products, meat & fish, and po-
tatoes, vegetables, & fruit. (See Table 15B in 
Appendix I for further details.) 

DEVELOPMENT IN CORE INFLATION 

Graph 5 depicts the development in the head-
line inflation and core inflation rates of Sint 
Maarten on a monthly basis over the period 
2012-2016. Similar to Curaçao, core inflation 
is measured in three ways: (1) the inflation 
rate excluding electricity prices, (2) the in-
flation rate excluding fuel prices, and (3) the 
inflation rate excluding electricity and fuel 
prices. The graph shows that by excluding 
the contributions of electricity and fuel pric-
es, which have a relatively large CPI weight,17 
the inflation rate of 0.1% in 2016 increases 
to 1.3%. This increase implies that the low-
er electricity and fuel prices in Sint Maarten 
caused by the substantial drop in internation-

17 The CPI weight of electricity prices is 15.6% of the “Housing” category and 6.0% of the total, while the CPI weight of fuel prices is 
25.4% of the “Transport & communication” category and 5.1% of the total.
18 Figures are based on the 2017 Labor Force Survey conducted in February 2017, the high season in Sint Maarten, and give an 
approximate indication of the state of the labor market at the end of 2016. The previous survey was conducted in June 2013, the low 
season. Therefore, caution should be used when comparing the 2013 and 2017 Sint Maarten employment data.  No labor surveys 
were conducted in 2014, 2015, and 2016. 

al oil prices dampened inflationary pressures 
considerably in 2016. Similar to Curaçao, core 
price pressures excluding electricity and fuel 
prices in Sint Maarten decelerated from 2.3% 
in 2015 to 1.3% in 2016.   

LABOR MARKET

According to the most recent assessment 
of developments in the labor market of Sint 
Maarten, the unemployment rate stood at 
6.2% with a participation rate of 55.1% (see 
Table 9).18 Compared to the total unemploy-
ment rate, the youth unemployment rate 
stood much higher at 23.8%. 

2011 2013 2017

Employed population 17,108 19,137 20,954

Unemployed population 2,229 1,934 1,388

Labor force 19,337 21,071 22,324

Total population 33,609 36,175 40,535

Participation rate 57.5 58.2 55.1

Total unemployment rate 11.5 9.2 6.2

Source: Sint Maarten Department of Statistics. 
The percentage changes are depicted between parentheses.
* indicates changes in percentage points. 

Table 9 Labor market developments in Sint Maarten (in number of persons)
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Labor productivity indicators constitute a useful tool to shed light on changes in the economic 
conditions of a country because they reflect, among other things, the country’s standard of 
living, output growth, and international competitiveness (Freeman, 2008). Many countries use 
labor productivity indicators to observe how their own production efficiency changes over 
time and in different economic sectors. This information is crucial because labor productivity 
growth unlocks growth potential, as argued by the IMF (2016).  

This textbox reports the empirical results of a shift-share method applied to decompose 
Curaçao’s aggregate labor productivity growth into the (1) within effect, (2) static shift effect, 
and (3) dynamic shift effect across four 4-year periods from 2003-2015 (see Formula 1). 

Formula 1: Shift-share method 
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3. Dynamic shift effect 
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ployment shares of sectors with various labor productivity growth rates to the aggregate 
labor productivity growth. 

The shift-share method makes it possible to identify the sectors with the highest labor pro-
ductivity levels and growth rates that can be used for policy recommendations to foster eco-
nomic growth in Curaçao. 

The empirical results suggest that on average Curaçao’s labor productivity has contributed 
negatively to output growth over the period 2003-2015. 

BOX: MEASURING LABOR PRODUCTIVITY IN CURAÇAO
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On the aggregate level, the negative contribution of labor productivity resulted from both the 
within effect and the dynamic shift effect with the exception of the period 2012-2015. In that 
period, the contribution stemmed only from the dynamic shift effect because the employ-
ment shares of economic sectors with below-average productivity growth rates increased, while 
those of sectors with above-average productivity growth rates decreased. 

On the sectoral level, the financial intermediation, manufacturing, and real estate, renting, & 
business activities sectors recorded among the highest above-average productivity levels, while 
the manufacturing sector registered among the highest above-average productivity growth 
rate during the years studied. The positive labor productivity growth seen in the manufacturing 
sector could be explained by the intensive use of technological innovation, i.e., Information 
and Communication Technology (ICT), to create efficient business processes.

A closer look at the results by economic sector revealed an important observation. Like other 
Caribbean countries, Curaçao has been promoting the tourism sector—proxied by the hotels 
& restaurants sector—as its most important economic pillar. Yet, it seems that the hotels & 
restaurants sector has registered below-average labor productivity levels in all 4-year periods 
studied and below-average labor productivity growth rates in the more recent periods of 2009-
2012 and 2012-2015. Given that growing labor productivity can unlock growth potential (IMF, 
2016), this result demonstrates that focusing only on promoting the tourism sector without 
increasing labor productivity in this sector will not lead Curaçao onto a higher sustainable 
growth path. 

The complete text of the working paper titled “Measuring labor productivity in Curaçao” is 
available on the Bank’s website: 

http://www.centralbank.cw/workingpaper
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PUBLIC FINANCES

PUBLIC FINANCES OF CURAÇAO

Cash overview and financing

The year 2016 was the third consecutive year 
that the government of Curaçao did not man-
age to record a balanced or positive current 
budget. The government registered a deficit 
on the current budget of NAf.38.2 million in 
2016, a widening compared to the deficit of 
NAf.1.6 recorded in 2015. It is worth mention-
ing that the current budget deficit of NAf.38.2 
million is based on the revenues and expen-
ditures included in the December 2016 re-
porting. However, the government has yet 
to process some revenues and expenditures 
for the year 2016, and these  are expected to 
turn the current budget deficit into a budget 
surplus.19 Additionally, the increasing debt-to-
GDP ratio needs to be controlled because it 
may threaten fiscal sustainability. These de-
velopments make it clear that in the absence 
of any fiscal policy changes, the government 
of Curaçao will be confronted with a continu-
ing deterioration of its current budget in the 
coming years.

A review of the Curaçao government’s oper-
ations in 2016 shows that the fiscal deterio-
ration was caused by a rise in expenditures 
of NAf.765.3 million that surpassed the 
NAf.728.8 million increase in revenues. Gov-
ernment expenditures went up as a result of 
more transfers and subsidies (NAf.773.4 mil-
lion), particularly social security transfers. The 
increase in social security transfers reflects 
mainly the implementation of the amend-
ment of Article 4, section 1 of the Budget Act 
that states that all expenses and income re-
lated to the social security bank, SVB, should 
be included in the government’s budget as of 

19 The pending expenditures are outlays on goods & services, amortizations, and transfers & subsidies, while the pending revenues 
are dividends, transfers related to the remaining amount of the sale of the Rif Hotel, and an amount related to the sale of goods & 
services.
20 As part of the BRK tax arrangement, all withholding tax collected on dividends paid by Dutch companies to their parent companies 
in Curaçao is transferred to the government of Curaçao. 

January 2016. However, a fall of NAf.23.2 mil-
lion in spending on goods & services mainly 
mitigated the rise in expenditures. 

Government revenues rose primarily because 
of an increase of NAf.723.4 million in nontax 
revenues, particularly because of the inclusion 
of social security income in 2016’s revenues 
reflecting the amendment of the Budget Act. 
In addition, a NAf.20.9 million windfall related 
to the tax arrangement of the Kingdom (BRK) 
added to the increase in nontax revenues.20 
Furthermore, tax revenues rose slightly by 
NAf.5.4 million due mainly to more income 
from taxes on goods & services and taxes on 
international trade, mitigated by a decline in 
revenues from taxes on property and taxes 
on income & profit. Taxes on goods & ser-
vices rose primarily as a result of a NAf.18.3 
million increase in sales tax due to improved 
compliance, while more import duties collect-
ed (NAf.8.5 million) contributed to higher tax 
revenues from international trade. A drop 
in wage tax collected (NAf.26.3 million), due 
mainly to the stagnated economic growth, 
was responsible for the decline in taxes on 
income & profit because profit tax revenues 
increased (NAf.8.4 million). However, note-
worthy is that excluding the expenses and in-
come of the SVB, the government would have 
recorded a positive current budget balance of 
NAf.5.9 million. This difference indicates that 
the expenses of the SVB surpassed its reve-
nues during 2016. (See Tables 16A and 16B in 
Appendix I for an overview of Curaçao’s public 
finances.)

Furthermore, the primary balance of the 
government of Curaçao, defined as the bud-
get balance excluding interest payments, 
amounted to 0.4% of GDP in 2016, down from 
1.2% in 2015 (see Table 10). This deteriora-
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tion was caused by noninterest expenditures 
growing at a faster pace than revenues. 

Public sector debt

The outstanding public debt of Curaçao 
amounted to NAf.2.545 billion at the end of 
2016, an increase of NAf.49.8 million com-
pared to the end of 2015. The rise in Curaçao’s 
public debt was attributable mainly to the 
higher foreign debt. The foreign debt com-
ponent rose by NAf.46.0 million to NAf.2.288 
billion. This increase was largely the result of 
the issuance of a bond loan of NAf.59.1 mil-
lion in June 2016 that was allocated entirely 
to the Dutch State Treasury Agency (DSTA). 
However, the rise in the foreign debt compo-
nent was moderated by an amortization of a 
sinking bond issued in January 2015 for the fi-

nancing of the construction of the new hospi-
tal. Meanwhile, the domestic debt component 
grew slightly (NAf.3.9 million) because of an 
increase in the outstanding liabilities towards 
the public pension fund, APC, mitigated by a 
decline in the arrears towards the social secu-
rity bank, SVB. Consequently, Curaçao’s pub-
lic debt-to-GDP ratio increased from 44.2% at 
the end of 2015 to 45.6% at the end of 2016, 
well above the 40% benchmark considered 
prudent for a small open economy. (See Table 
16C in Appendix I for an overview of Curaçao’s 
public debt.)

 2014 2015 2016

Revenues 1,590.3 1,659.1 2,387.9

% of GDP 28.1 29.4 42.8

Tax revenues 1,401.2 1,414.5 1,419.9

% of GDP 24.8 25.1 25.4

Nontax and other revenues 189.2 244.6 968.0

Expenditures 1,601.7 1,660.7 2,426.0

% of GDP 28.3 29.4 43.4

Interest payments 62.5 68.8 59.2

Current budget balance -11.4 -1.6 -38.2

% of GDP -0.2 0.0 -0.7

Primary balance 51.1 67.2 21.0

% of GDP 0.9 1.2 0.4

Table 10 Selected key figures of the government of Curaçao (in millions NAf.)
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PUBLIC FINANCES OF SINT MAARTEN

Cash overview and financing

The government of Sint Maarten recorded a 
surplus of NAf.26.4 million on its current bud-
get in 2016, an improvement compared to the 
deficit of NAf.18.4 million recorded in 2015. 
To meet the 2015 instruction of the Kingdom 
Council of Ministers, the government will allo-
cate NAf.20.0 million of the 2016 surplus to-
ward compensation of the deficits incurred in 
previous years.

The fiscal improvement in 2016 was the result 
of a decline in expenditures of NAf.26.8 mil-
lion and a rise in revenues of NAf.18.0 million. 
Government expenditures dropped mainly 
as a result of a NAf.19.4 million decrease in 
spending on goods & services. However, the 
drop in expenditures was mitigated by an in-

crease in subsidies, particularly to special ed-
ucation. Revenues went up mainly as a result 
of a NAf.18.7 million increase in nontax reve-
nues, particularly because of an amount re-
ceived from the public utility company GEBE 
related to surpluses through December 31, 
2015, and dividends received from govern-
ment entities. Furthermore, tax revenues rose 
by NAf.7.8 million primarily because of higher 
proceeds from profit tax (NAf.8.7 million) and 
property transfer tax (NAf.3.0 million), miti-
gated mainly by lower turnover tax proceeds 
(NAf.7.7 million). (See Tables 17A and 17B in 
Appendix I for a detailed overview.)

Additionally, the primary balance, defined as 
the budget balance excluding interest pay-
ments, recorded a surplus of NAf.39.3 million 
(2.1% of GDP) in 2016, a turnaround com-
pared to the deficit of NAf.5.8 million (0.3% 

 2014 2015 2016

Revenues 430.2 450.1 468.1

% of GDP 22.7 23.6 24.6

Tax revenues 339.2 357.3 365.1

% of GDP 17.9 18.8 19.2

Nontax and other revenues 91.0 92.7 103.1

Expenditures 438.4 468.5 441.7

% of GDP 23.2 24.6 23.2

Interest payments 11.6 12.6 12.9

Current budget balance -8.2 -18.4 26.4

% of GDP -0.4 -1.0 1.4

Primary balance 3.4 -5.8 39.3

% of GDP 0.2 -0.3 2.1

Table 11 Selected key figures of the government of Sint Maarten (in millions NAf.)
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of GDP) registered in 2015. This improvement 
was attributable to the growth in government 
revenues combined with the decline in nonin-
terest expenditures (see Table 11). 

Public sector debt 

The total outstanding public sector debt of 
Sint Maarten declined to NAf.652.8 million at 
the end of 2016, compared to NAf.692.7 mil-
lion recorded at the end of 2015. The lower 
public debt was entirely the result of a de-
crease in the domestic debt component be-
cause the government settled part of its out-
standing arrears towards the Social & Health 
Insurances (SZV)21 and the public utility com-
pany, GEBE. The foreign debt component re-
mained unchanged because the government 
did not borrow on the capital market in 2016. 
Consequently, the public debt-to-GDP ratio of 
Sint Maarten dropped from 36.4% at the end 
of 2015 to 34.3% at the end of 2016. (See Ta-
ble 17C in Appendix I for an overview of Sint 
Maarten’s public debt).

DEVELOPMENTS IN THE 
BALANCE OF PAYMENTS

INTRODUCTION

During 2016, the deficit on the current ac-
count of the balance of payments of the mon-
etary union widened by NAf.170.2 million to 
reach NAf.1,035.0 million. The higher deficit 
was caused primarily by a decline in the net 
export of goods and services combined with 
a worsening of the income and current trans-
fers balances. Nevertheless, gross official re-
serves increased by NAf.187.5 million as ex-
ternal financing was more than sufficient to 
cover the current account deficit (see Table 
12). 

21 The new government administration building was transferred to the SZV for NAf.47.8 million, of which NAf.22.8 million was paid by 
the SZV in cash to the government. The remaining NAf.25.0 was used to settle outstanding arrears of the government with the SZV. 
22 The current account of the monetary union is not equal to the sum of the current accounts of Curaçao and Sint Maarten due to, 
among other things, the transactions between the two countries.

CURRENT ACCOUNT

Net exports of goods and services in the mon-
etary union dropped by NAf.137.7 million in 
2016 compared to 2015 due to a decline in ex-
ports (NAf.402.3 million) moderated by lower 
imports (NAf.264.7 million). This development 
can be ascribed largely to the disappointing 
export performance in both Curaçao and Sint 
Maarten. Below follows an analysis of devel-
opments in the net export of goods and ser-
vices in Curaçao and Sint Maarten.22

Developments in the net export of goods 
and services in Curaçao

In Curaçao, exports dropped by NAf.326.8 
million while imports shrank by NAf.264.5 
million. As a result, net exports were down by 
NAf.62.3 million. The contraction in exports 
was attributable to, among other things, a 
decline in the production activities of the Isla 
refinery as reflected by a decline in the refin-
ing fee. Furthermore, foreign exchange earn-
ings from both stay-over and cruise tourism 
dropped while revenues from air transporta-
tion services provided to abroad shrank ow-
ing to the headwinds faced by the domestic 
carrier InselAir. Foreign exchange earnings 
from bunkering activities dropped also on 
the back of lower oil prices and more com-
petition from the region, particularly from 
Jamaica, Trinidad, and Colombia. In addition, 
re-exports by the free-zone companies, no-
tably to the Caribbean, went down resulting 
in less foreign exchange receipts. Meanwhile, 
foreign exchange earnings from construction 
services provided to abroad, including the BES 
islands, dropped. By contrast, revenues from 
international financial services, particularly 
from trust services provided to abroad, rose. 

The lower import bill was the result of a de-
cline in both oil and non-oil merchandise 
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imports. The volume of oil imports dropped 
during 2016 reflecting, among other things, 
the decline in bunkering activities. Also, the 
drop in international oil prices contributed to 
the lower oil import bill. Meanwhile, non-oil 
merchandise imports went down as the free-
zone companies imported less merchandise 
due to lower re-export activities. Also, com-
panies in the transportation, refining, and 
utilities sectors imported less merchandise 
than a year earlier. Furthermore, construc-
tion services received from abroad related to 
the ongoing construction of the new hospital 
and maintenance work at the Isla refinery 
dropped in 2016 compared to 2015. 

Developments in the net export of goods 
and services in Sint Maarten

In Sint Maarten, net foreign demand shrank 
by NAf.84.7 million attributable mainly to low-
er exports (NAf.92.4 million). The contraction 
in exports was largely the result of the poor 
performance of cruise tourism. During 2016, 
foreign exchange earnings from cruise tour-
ism dropped by NAf.104.2 million (18.3%) 
reflecting a decline in the number of cruise 
tourists that visited Sint Maarten. By contrast, 
foreign exchange revenues from stay-over 
tourism rose, albeit at a slower pace than in 
2015. Furthermore, foreign exchange receipts 
from business services provided to abroad, 

2014  2015 2016

Current account -1,081.7 -864.8 -1,035.0

Capital transfers 23.1 -7.1 3.0

External financing of the government -8.4 2.8 15.1

External financing of the private sector 1,415.0 820.1 1,146.0

     Direct investment 128.7 278.0 237.3

     Loans and credits 498.5 -44.8 541.8

     Portfolio investment 787.7 586.8 367.0

Change in gross reserves of the central bank*) -459.9 -27.8 -187.5

Foreign exchange -389.0 345.4 129.7

     held at foreign central banks 134.2 431.4 -20.6

     held at foreign commercial banks -523.3 -86.0 150.2

Other claims -70.9 -373.2 -317.2

Statistical discrepancies 111.9 76.8 58.5

Table 12 Balance of payments summary (in millions NAf.)

*) A minus sign implies an increase.
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particularly harbor fees, shrank. The latter de-
crease was in line with the decline in the num-
ber of ships, notably cruise ships and tankers, 
that visited the port of Philipsburg. Also, the 
landing fees earned from airplanes that land-
ed in Sint Maarten dropped. 

Meanwhile, imports dropped slightly (NAf.7.7 
million) in 2016 compared to 2015. This drop 
was largely the result of a decline in merchan-
dise imports by the wholesale & retail trade 
sector reflecting both lower tourism spending 
and decreased domestic demand. By con-
trast, oil imports rose despite the decline in 
international oil prices. This development can 
be explained by an increase in the amount of 
fuel imported to cater to the increased num-
ber of yachts that visited Sint Maarten in 2016. 

Developments in the income balance and 
current transfers balance

The deficit on the income balance of the mon-
etary union widened by NAf.8.4 million during 
2016 compared to 2015. The higher deficit 
can be ascribed to a decline in interest income 
earned on foreign bonds and notes held by 
local institutional investors combined with an 
increase in dividend payments to foreign in-
vestors. The worsening of the income balance 
was moderated, however, by an increase in 
labor income earned from abroad. 

Meanwhile, the current transfers balance 
registered a deterioration of NAf.24.1 million 
caused primarily by an increase in current 
transfers paid to abroad.  (See Table 18 in Ap-
pendix I for a detailed overview.)

FINANCIAL AND CAPITAL ACCOUNT

Due to the larger current account deficit, the 
net foreign indebtedness of the private sec-
tor grew considerably by NAf.1,146.0 million 
in 2016. The change in external financing was 
related to a deterioration of the loans and 
credit balance (NAf.541.8 million), the port-
folio investment balance (NAf.367.0 million), 

and the direct investment balance (NAf.237.7 
million).

The loans and credit balance deteriorated be-
cause of, among other things, the repatriation 
of funds held abroad by local companies in the 
monetary union. Furthermore, an increase in 
nonresidents’ deposits in the monetary union 
and a windfall in dividend tax transferred by 
the Dutch tax authorities to the government 
of Curaçao related to the tax arrangement of 
the Kingdom of the Netherlands (BRK) con-
tributed to the deterioration of the loans and 
credit balance. In addition, the net trade cred-
its balance worsened as a result of the repay-
ment from abroad on trade credits extend-
ed in the past by local merchants, combined 
with an increase in trade credits received on 
imports. The deterioration of the loans and 
credit balance was mitigated by the repay-
ment of foreign loans by local companies.

The worsening of the portfolio investment bal-
ance was largely the result of funds received 
from matured foreign debt securities held in 
the portfolios of institutional investors, which 
were not reinvested abroad during 2016. 
The majority of these matured debt secu-
rities were issued in the past by the entities 
of the former Netherlands Antilles and taken 
over by the Dutch State in 2010 as part of the 
agreed-upon debt relief program. 

The direct investment balance deteriorated in 
2016 mainly because of an increase in claims 
of foreign direct investors on their subsid-
iaries in the monetary union, particularly in 
the construction, hotels & restaurants, and 
financial intermediation sectors. Also, the 
purchase of real estate by nonresidents in 
Curaçao and Sint Maarten contributed to the 
worsening of the direct investment balance. 
However, this worsening was moderated by 
an increase in claims of local companies in, 
among other things, the wholesale & retail 
trade sector on their foreign subsidiaries. As 
the inflow from external financing was more 
than sufficient to cover the current account 
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deficit, gross reserves increased by NAf.187.5 
million in 2016. (See Table 19 in Appendix I for 
a detailed overview.)

DEVELOPMENTS IN THE REAL 
EFFECTIVE EXCHANGE RATE (REER)

The real effective exchange rate (REER) is an 
indicator of a country’s price competitiveness 
relative to its main trading partners. It is cal-
culated as a weighted average of the nominal 
exchange rates of a country’s main trading 
partners adjusted for price differentials. De-
flators that can be used to calculate the REER 
include the unit labor cost and the consumer 
price index. An appreciation of the REER im-
plies that exports become more expensive 
and imports cheaper and, hence, a deteriora-
tion of the price competitiveness vis-à-vis the 
main trading partners.  

In Table 13, the REER is presented for Curaçao 
and Sint Maarten for the period 2007-2016. 
For each country, the REER was calculated for 
the country’s twenty main trading partners.23 
Furthermore, the consumer price index was 
used as the deflator, and 2007 was set as the 
base year. 

23 The twenty countries with the highest average shares in total trade over the period 2007-2016. For Curaçao, the selected main 
trading partners represented 93% of the country’s total trade while for Sint Maarten, the twenty main trading partners represented 
97% of total trade. 

As shown in Table 12, the REER of Curaçao 
has been depreciating since 2011. In 2016, the 
REER depreciated considerably (19.06%) at-
tributable mainly to the hyperinflation in Ven-
ezuela, one of Curaçao’s main trading part-
ners. If corrected for Venezuela, the REER of 
Curaçao depreciated only marginally in 2016 
(0.13%) as inflation developed differently in 
the United States–another main trading part-
ner–compared to Curaçao. While inflationary 
pressures picked up in the United States in 
2016, average consumer prices remained un-
changed in Curaçao. 

In Sint Maarten also, the REER depreciated in 
2016 (0.75%) because the inflationary pres-
sures in the United States–Sint Maarten’s 
main trading partner–were higher than in Sint 
Maarten. Consequently, based on the devel-
opments in the REER, it can be concluded that 
price competitiveness improved slightly in 
both Curaçao and Sint Maarten in 2016. 

Table 13 Real Effective Exchange Rate in Curaçao and Sint Maarten (index 2007 = 100)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

REER Curaçao 100.00 95.19 92.62 92.72 97.33 95.56 95.19 86.13 73.85 59.78

REER Curaçao 

excl. Venezuela
100.00 99.78 103.23 104.56 101.44 104.13 103.09 103.47 108.76 108.62

REER Sint 

Maarten 
100.00 99.80 101.50 103.20 103.66 106.46 107.24 107.77 110.50 109.66
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APPENDIX I

Table 14 Stay-over tourism development by islandab

Curaçao Sint Maarten

2015 2016 2015 2016

North America, of which: 22.1 (3.8) -3.7 (-0.6) -2.4 (-1.5) 7.2 (4.5)

U.S.A. 16.5 (2.2) -4.1 (-0.6) - - - -

Canada 46.0 (1.8) -2.2 (-0.1) - - - -

Europe, of which: 5.9 (2.5) 3.9 (1.8) 7.5 (1.7) 24.3 (6.6)

The  Netherlands 6.5 (2.1) 4.0 (1.4) - - - -

South & Central America, of 

which:
-3.1 (-0.9) -22.6 (-5.5) 3.6 (0.1) -21.0 (-0.5)

Venezuela -6.3 (-1.2) -35.0 (-4.8) - - - -

Brazil -18.5 (-0.4) 10.1 (0.2) - - - -

Other 12.9 (1.0) 0.7 (0.1) - - - -

Caribbean, of which: 4.2 (0.3) -2.1 (-0.2) 3.8 (0.2) -24.4 (-1.0)

Aruba -8.5 (-0.3) -5.2 (-0.2) - - - -

Dominican Republic -4.8 (0.0) 24.6 (0.2) - - - -

Other 26.0 (0.8) -4.8 (-0.2) - - - -

Total 3.6 - -6.1 - 1.1 - 4.5 -

Source: Curaçao Tourist Board and Sint Maarten Tourist Bureau.
aPercentage change.
bThe weighted growth rates are depicted between brackets.
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Source: Central Bureau of Statistics, Curaçao

2012 2013 2014 2015 2016

Food 6.1 1.6 3.4 4.0 1.5

Beverages & tobacco 4.9 7.0 16.7 3.8 2.4

Clothing & footwear 1.2 1.1 3.4 -0.9 0.1

Housing 2.4 2.5 0.5 -3.3 -0.3

Housekeeping & furnishings 2.5 2.4 1.2 1.3 -1.3

Health 0.7 -1.5 0.5 1.5 0.3

Transport & communication 3.9 -0.8 -0.3 -3.0 -1.9

Recreation & education 1.4 0.6 1.6 1.4 0.9

Other 2.0 1.5 1.8 1.7 1.2

General inflation rate 3.2 1.3 1.5 -0.5 0.0

Table 15A Curaçao consumer prices (% changes)

Source: Department of Statistics, Sint Maarten.

2012 2013 2014 2015 2016

Food 11.4 6.2 6.4 7.0 4.0

Beverages & tobacco 7.9 3.3 2.6 -0.2 1.1

Clothing & footwear 6.2 0.9 0.8 0.1 -3.0

Housing 2.4 0.8 1.9 -1.7 -0.2

Housekeeping & furnishings 6.0 13.7 2.0 3.0 -0.1

Health 1.4 0.2 5.0 3.9 0.5

Transport & communication 1.8 0.9 -1.0 -2.3 -1.8

Recreation & education 3.9 1.3 0.0 -0.8 -0.5

Other 2.7 3.1 1.3 1.1 0.8

General inflation rate 4.0 2.5 1.9 0.3 0.1

Table 15B Sint Maarten consumer prices (% changes)
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2014 2015 2016

Revenues 1,590.3 1,659.1 2,387.9

Tax revenues, of which: 1,401.2 1,414.5 1,419.9

      Taxes on income and profits 649.1 637.5 630.5

      Taxes on property 43.6 68.7 59.6

      Taxes on goods and services 545.2 534.2 547.9

      Taxes on international trade and transactions 157.3 166.6 175.1

 Nontax and other revenues 189.2 244.6 968.0

Expenditures 1,601.7 1,660.7 2,426.0

Wages and salaries 697.2 686.8 696.6

Goods and services 226.5 193.4 170.2

Transfers and subsidies 567.4 661.4 1,434.8

Interest payments 62.5 68.8 59.2

Other expenditures 48.1 50.3 65.2

Current budget balance -11.4 -1.6 -38.2

Table 16A Budgetary overview of Curaçao (in millions NAf.)
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2014 2015 2016

Taxes on income and profits, of which: 649.1 637.5 630.5

Profit tax 160.9 179.2 187.6

Wage tax 486.5 464.0 437.7

Taxes on property, of which: 43.6 68.7 59.6

Land tax/OZB1 25.7 40.6 37.4

Property transfer tax 16.1 17.7 17.4

Taxes on goods and services, of which: 545.2 534.2 547.9

Sales tax 391.9 388.1 406.4

Excises, of which: 84.5 85.2 84.5

Excise on gasoline 49.1 47.9 49.8

Motor vehicle tax 36.8 36.2 37.0

Taxes on international trade and transactions, of which: 157.3 166.6 175.1

Import duties 156.6 166.3 174.8

Table 16B Overview of selected tax revenues of Curaçao (in millions NAf.)

1Onroerende Zaak Belasting, i.e., a real estate tax that replaced the land tax as of January 1, 2014.

 2014 2015 2016

Domestic debt, 221.8 253.2 257.1

of which:

 Bonds 18.4 18.4 18.4

 APC2 50.8 70.5 96.7

 SVB3 33.1 42.3 32.5

Foreign debt 1,959.6 2,242.3 2,288.3

Total debt 2,181.5 2,495.5 2,545.3

(% of GDP) 38.6 44.2 45.6

Table 16C Total outstanding public debt1 of Curaçao (in millions NAf.)

1 Debt figures do not comprise the entire collective sector.
2 Public pension fund of Curaçao.
3 Social Security Bank of Curaçao.
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2014 2015 2016

Revenues 430.2 450.1 468.1

Tax revenues 339.2 357.3 365.1

Concessions and fees 42.3 47.6 39.1

Licenses 16.5 14.5 14.6

Other revenues 32.2 30.7 49.4

Expenditures 438.4 468.5 441.7

Wages and salaries 198.7 202.2 204.2

Goods and services 97.8 105.4 86.0

Subsidies 94.2 95.7 101.5

Social security 25.0 23.6 23.1

Interest payments 11.6 12.6 12.9

Other expenditures 11.1 29.0 14.0

Current budget balance -8.2 -18.4 26.4

Table 17A Budgetary overview of Sint Maarten (in millions NAf.)
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2014 2015 2016

Taxes on income and profits, of which: 159.7 171.2 184.1

Profit tax 26.8 33.6 42.3

Wage tax 134.6 139.7 140.4

Taxes on property, of which: 12.7 15.2 18.0

Land tax 5.5 5.6 5.3

Property transfer tax 7.2 9.7 12.7

Taxes on goods and services, of which: 187.6 193.5 189.1

Turnover tax 139.9 140.3 132.6

Vehicle tax 8.9 9.3 9.6

Excise on gasoline 9.9 12.5 9.9

Table 17B Overview of selected tax revenues of Sint Maarten (in millions NAf.)

 2014 2015 2016

Domestic debt, 196.6 191.5 151.5

of which:

 Bonds 0.1 0.1 0.1

 APS1 69.9 83.6 83.6

 SZV2 87.0 75.8 50.8

Foreign debt 501.3 501.3 501.3

Total debt 697.9 692.7 652.8

(% of GDP) 36.9 36.4 34.3

Table 17C Total outstanding public debt of Sint Maarten (in millions NAf.)

1 Public pension fund of Sint Maarten.
2 Social & Health Insurances of Sint Maarten.
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2014 2015 2016

Trade balance -3,593.1 -3,210.5 -3,096.3

Exports 1,475.5 1,065.3 981.3

Imports 5,068.6 4,275.8 4,077.6

Services balance 2,770.7 2,543.6 2,291.7

Receipts, of which: 4,872.0 4,678.5 4,360.1

Travel 2,757.7 2,694.5 2,560.2

Transportation 488.4 346.9 300.5

Other services, of which: 1,625.9 1,637.1 1,499.4

     Int. fin & bus. services sector 227.5 222.9 245.8

Expenses, of which: 2,101.3 2,134.9 2,068.4

Travel 712.1 782.5 804.4

Transportation 348.3 308.7 275.3

Other services, of which: 1,041.0 1,043.7 988.7

     Int. fin & bus. services sector 127.3 118.7 129.6

Income balance 1) -131.6 -89.6 -98.0

Current transfers balance 2) -127.7 -108.3 -132.3

Current account balance -1,081.7 -864.8 -1,035.0

Capital & financial account balance 969.8 788.0 976.5

Capital account balance 23.1 -7.1 3.0

Financial account balance 946.7 795.1 973.6

Net errors & omissions 111.9 76.8 58.5

Table 18 Detailed overview of the balance of payments (in millions NAf.)

1)  Labor and investment income.
2)  Public and private transfers.
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2014 2015 2016

Direct investment 128.7 278.0 237.3

Abroad 2) -80.7 -35.2 -74.3

In Curaçao and Sint Maarten 3) 209.4 313.2 311.5

Portfolio investment 2) 787.7 586.8 367.0

Other investment, of which: 317.6 -121.2 467.1

Assets 2) -83.5 12.5 260.2

Liabilities 3) 401.2 -133.7 207.0

Net lending & borrowing, of which: 172.5 79.1 89.7

Assets 2) 85.5 77.0 107.1

Liabilities 3) 87.0 2.1 -17.4

Reserves 4) -459.9 -27.8 -187.5

Total assets 2) 249.1 613.4 472.5

Total liabilities 3) 697.6 181.7 501.1

Balance 946.7 795.1 973.6

Table 19 Breakdown of net changes in the financial account1 (in millions NAf.)

1)  Transaction basis.
2)  A minus sign means an increase in assets. 
3)  A minus sign means a decrease in liabilities.
4) A minus sign means an increase in reserves.
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MONETARY 
DEVELOPMENTS 
AND POLICY
PROMOTING THE STABILITY 
OF THE CURRENCY

INTRODUCTION

The monetary policy of the Bank is geared 
towards keeping the exchange rate of the 
currency, the Netherlands Antillean guilder 
(NAf.), stable against the US dollar. The Neth-
erlands Antillean guilder remained in circu-
lation in Curaçao and Sint Maarten following 
the dissolution of the Netherlands Antilles in 
2010.

Maintaining the external stability of the cur-
rency is pursued by preserving the fixed peg 
with the US dollar and guaranteeing convert-
ibility between these two currencies. The US 
dollar-peg is justified as most international 
trade transactions are conducted with the 
United States or settled in US dollars. Since 
1971, the official NAf./$ rate of 1.79 has been 
firmly supported by the monetary authori-
ties. Hence, the Bank strives for a level of of-
ficial reserves equal to approximately three 
months of imports, guaranteeing an unham-
pered flow of international transactions.

24 The last adjustment of the reserve requirement percentage occurred in June 2014. 

The Bank’s monetary policy instruments are 
directed primarily at influencing the amount 
of domestic base money or, more specifical-
ly, the commercial banks’ available liquidity, 
which is reflected by their current account 
balances at the Bank. In the end, this ap-
proach should have an impact on domestic 
credit extension, domestic spending, imports, 
and, ultimately, the level of official reserves.

MONETARY DEVELOPMENTS

During the first quarter of 2016, the Bank 
continued to direct its monetary policy at re-
ducing the liquidity in the domestic money 
market through the auctioning of more certif-
icates of deposit (CDs) at higher interest rates 
while keeping the reserve requirement per-
centage unchanged at 18.00%.24 

As of the second quarter of 2016, the Bank 
deployed its monetary policy instruments 
neutrally. Consequently, the reserve require-
ment percentage was kept unchanged at 
18.00%. Meanwhile, at the biweekly auctions, 

4
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the Bank aimed only at the refinancing of ma-
turing CDs.

As a result, the amount of outstanding CDs 
rose from NAf.162.6 million at the end of 
2015 to NAf.240.8 million in April 2016, declin-
ing slightly to NAf.227.4 million at the end of 
2016. Despite the unchanged reserve require-
ment percentage, the outstanding amount of 
required reserves rose during 2016 due to an 
increase in the adjusted domestic debt of the 
commercial banks, i.e., the base on which the 
reserve requirement is calculated. 

Through the use of the monetary policy instru-
ments, only part of the inflow of liquidity in 
the banking system during 2016 was mopped 
up. The commercial banks’ current account 
balances at the Bank grew less than in 2015, 
averaged NAf.543.3 million, and peaked at 
NAf.617.8 million during 2016. The year-end 
balances stayed at almost the same level in 
2016 (NAf.500.4 million) as in 2015 (NAf.490.7 
million). Hence, the excess liquidity in the do-
mestic money market was not curtailed.

MONEY SUPPLY

During 2016, broad money (M2) rose by 
NAf.157.0 million to NAf.8,130.1 million. How-
ever, 2016’s monetary expansion (2.0%) was 
less pronounced than in 2015 (2.4%). The 
monetary expansion in 2016 was driven by 
increases in both the narrow money (1.8%) 
and near money (2.1%) components. The in-
crease in the narrow money component was 
led by increases in residents’ foreign currency 
deposits and currency in circulation, mitigat-
ed by a decline in residents’ demand deposits 
in guilders. Meanwhile, the expansion in the 
near money component was supported by 
increases in both private sector time and sav-
ings deposits.

The monetary base (M0) expanded by NAf.25.7 
million (2.7%) in 2016, a slowdown compared 
to the increase of NAf.122.6 million (14.9%) 
recorded in 2015. (See Table 21 in Appendix 

II.) Increases in both currency in circulation 
(3.5%) and the current account balances of 
the commercial banks at the Bank (2.0%) con-
tributed to the expansion in M0 during 2016. 
However, the growth in the current account 
balances was considerably less pronounced 
in 2016 than in 2015 (26.3%).

The expansion in M0 during 2016 stemmed 
from an increase in the Bank’s assets mitigat-
ed by an increase in its remaining liabilities. 
The increase in assets was caused by a size-
able expansion in the Bank’s foreign assets, 
which rose by NAf.259.9 million. However, 
declines in claims on the commercial banks 
and on government agencies and institutions 
moderated the increase in assets. The growth 
in the remaining liabilities was due primarily 
to increases in private sector deposits and 
foreign liabilities mitigated by a drop in gov-
ernment deposits. The rise in private sector 
deposits was mostly the result of  the increase 
in time deposits of the commercial banks at 
the Bank as both CDs and the reserve require-
ment rose, implying an absorption of liquidity 
from the banking system.

FACTORS AFFECTING THE MONEY 
SUPPLY

As of July 2016, a new reporting system was 
introduced for the commercial banks. As a 
consequence, several definitions have been 
updated according to the latest guidelines of 
the BIS, IMF, and IFRS. As the monetary data 
beginning in July 2016 are not comparable 
with the data through June 2016,  analysis of 
the factors affecting the money supply is pre-
sented in two parts:  developments during the 
January-June 2016 period and developments 
during the July-December 2016 period.

After growing by 2.4% in 2015, monetary 
growth accelerated somewhat in the Janu-
ary-June period of 2016 with broad money 
(M2) expanding by 2.6% (NAf.209.3 million) to 
reach NAf.8,182.4 million. The monetary ex-
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pansion during the first half of 2016 was led 
by an increase in the net foreign assets of the 
banking system dampened by a decline in net 
domestic assets. Net foreign assets rose by 
NAf.261.3 million due to an increase in the net 
foreign assets of the Bank (NAf.327.8 million) 
reflecting the net sale of foreign exchange by 
the commercial banks to the Bank, the inflows 
related to principal and interest payments by 
the Dutch State Treasury Agency (DSTA) on 
debt securities taken over under the debt 
relief program, and the higher value of the 
Bank’s gold stock. By contrast, the net foreign 
assets of the commercial banks dropped by 
NAf.66.5 million during this period. 

Net domestic assets shrank by NAf.51.9 mil-
lion during the first half of 2016, primarily as 
a result of a decline in the memorandum bal-
ance sheet items (NAf.209.8 million). This de-
cline was caused mainly by an increase in the 

capital and reserves of the Bank, driven by the 
higher value of the Bank’s gold stock. In ad-
dition, the growth in the deposits of the gov-
ernment of Curacao with the banking system 
(NAf.27.7 million) contributed to the decline 
in net domestic assets. In contrast, lending to 
the private sector rose by NAf.168.3 million. 

Meanwhile, during the July-December period 
of 2016, M2 grew modestly (0.6%) driven by 
an increase in net domestic assets (NAf.338.9 
million or 8.9%) mitigated by a drop in net for-
eign assets (NAf.288.3 million or 6.8%) (see 
Table 20). The growth in net domestic assets 
was caused by an increase in memorandum 
balance sheet items related to a decline in the 
Bank’s capital and reserves caused by the low-
er value of the Bank’s gold stock. In addition, 
net liabilities to the government dropped by 
NAf.148.0 million (18.1%), reflecting declines 
in the deposits of the governments of Curaçao 

2015
Jun 

2016

Jul 

2016

Dec 

2016

Dec 2015 –

Jun 2016

Jul 2016 –

Dec 2016

Change

Money supply 7,973.1 8,182.4 8,079.4 8,130.1 2.6% 0.6%

Monetary base 946.8 984.3 953.7 972.5 4.0% 2.0%

    

Net domestic assets 3,787.1 3,735.2 3,817.2 4,156.1 -1.4% 8.9%

Net credit to the  

government
-589.7 -600.1 -818.3 -670.3 1.8% -18.1%

Credit to the private sector 6,145.6 6,313.9 6,683.6 6,627.9 2.7% -0.8%

Memorandum items -1,768.8 -1,978.6 -2,048.1 -1,801.5 11.9% -12.0%

Net foreign assets 4,186.0 4,447.3 4,262.2 3,973.9 6.2% -6.8%

Central bank 2,937.0 3,264.8 3,224.7 3,034.9 11.2% -5.9%

Commercial banks 1,249.0 1,182.5 1,037.5 939.0 -5.3% -9.5%

Table 20 Development in monetary aggregates (in millions NAf.)



58

and Sint Maarten with the Bank as well as the 
commercial banks. The drop in deposits of 
the government of Curaçao was related to the 
transfer of funds to USONA25 related to the 
construction of the new hospital and interest 
payments to the Dutch State Treasury Agency 
(DSTA). In contrast, lending to the private sec-
tor dropped during this period.

Credit to the private sector in the monetary 
union of Curacao and Sint Maarten increased 
in the first half of 2016 (2.1%) but dropped in 
the second half of the year (-0.5%).

During the first half of 2016, private sector 
loans in Curacao rose as a result of increases 
in mortgages, business loans, and consum-
er loans. However, this development turned 
around during the July-December 2016 peri-
od as mortgages and business loans extend-
ed dropped while consumer loans continued 
to increase.

In Sint Maarten, credit to the private sector 
developed positively with increases in both 
the first and second halves of 2016. Mortgag-
es increased in both periods but stronger in 
the second part of 2016. The drop in consum-
er loans noticed in the first half of the year 
(-2.6%) was reversed in the second half of the 
year (7.0%). Similarly, business loans declined 
(-1.8%) in the first half of 2016, but recovered 
in the second half of the year (1.4%). (See also 
Table 22 in Appendix II).

DEVELOPMENT IN INTEREST RATES

The Bank kept its official lending rate, i.e., the 
pledging rate, unchanged at 1.00% during 
2016. The 4-week US dollar libor rate, which 
began to increase toward the end of 2015, in-
creased further in 2016. In the end, this rate 
was 35.8 basis points higher than in 2015. 
However, as the Bank started to focus on re-
financing only maturing CDs and stopped of-
fering more attractive interest rates on CDs 

25 USONA is the organization in charge of coordinating the construction of the new hospital in Curaçao.

as of the second quarter of 2016,  the highest 
rate accepted on 4-week CDs was 0.54% in 
2016, only 16 basis points higher than in 2015 
(0.38%). The highest rates accepted for CDs 
with maturities of 3, 6, and 12 months during 
2016 were 0.80%, 1.09%, and 1.50%, respec-
tively. 

With respect to commercial bank borrowing 
rates, the average rate on savings deposits re-
mained unchanged at 1.2% in June 2016, while 
the average rate on time deposits increased 
from 2.3% at the end of 2015 to 2.5% in June 
2016. With respect to lending rates, the aver-
age mortgage rate dropped from 6.4% in De-
cember 2015 to 6.3% in June 2016. Similarly, 
the average rate of time loans dropped from 
6.9% to 6.3%.

The indicative yields on government securi-
ties in Curaçao and Sint Maarten are based on 
the relatively low effective yield of Dutch State 
loans with similar maturities because the 
Dutch State Treasury Agency (DSTA) partici-
pates in the local tenders of government se-
curities at yields prevalent in the Dutch capital 
market (i.e., the standing subscription). The 
average effective yield of 5-year government 
bonds dropped from 0.03% in 2015 to -0.32% 
in 2016. Similarly, the 12-month Treasury bill 
rate dropped from -0.40% at the end of 2015 
to -0.71% at the end of 2016. (See Table 23 in 
Appendix II for a detailed overview.)

POLICY MEASURES

The main tools the Bank currently uses to im-
plement monetary policy include, among oth-
er things, the reserve requirement, the auc-
tioning of certificates of deposits (CDs), and 
the use of the official interest rate, i.e., the 
pledging rate. The pledging rate was kept un-
changed at the historically low level of 1.00% 
in 2016, in line with developments in interna-
tional interest rates, specifically US interest 
rates.
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During the first quarter of 2016, the Bank 
continued to direct its monetary policy at re-
ducing the liquidity in the domestic money 
market through the auctioning of more certif-
icates of deposit (CDs) at higher interest rates. 
However, as of the second quarter of 2016, 
the Bank’s monetary policy instruments were 
deployed neutrally. 

RESERVE REQUIREMENT

According to the reserve requirement instru-
ment,  commercial banks must hold a nonin-
terest-bearing deposit on a blocked account at 
the Bank for a period of one month. As these 
funds cannot be used for the settlement of 
transactions, excess reserves are immobilized 
by administrative fiat to influence the behav-
ior of the commercial banks, especially their 
credit extension. The reserve requirement is 
calculated as a percentage of the commercial 
banks’ domestic liabilities, adjusted for some 
balance sheet items.26 This percentage can 
be adjusted monthly, depending on develop-
ments in the monetary aggregates and the 
prevailing liquidity situation in the market.

26 The exclusion of long-term deposits (>2 years to maturity) is the main adjustment of domestic liabilities.
27 Effective March 1, 2016, the Bank issued a rule that a financial institution that has been placed under an emergency regulation by 
the Court of First Instance no longer has to comply with the reserve requirement.

Excess reserves, i.e., the portion of the current 
account balances at the Bank over and above 
the level necessary for the smooth settlement 
of daily transactions and for precautionary 
reasons, have grown substantially since the 
debt relief in 2009-2010. Since June 16, 2014, 
the percentage of the reserve requirement 
has been left unchanged at 18.00% absorb-
ing on average NAf.1,122.8 million of bank 
liquidity during 2016 (see Graph 6). The de-
cision to maintain this percentage temporar-
ily at 18.00% was taken in light of its already 
high level and because the excess liquidity in 
the banking sector has not resulted in exces-
sive credit extension, which eventually could 
have put reserves under pressure. However, 
on March 1, 2016, a policy change went into 
effect whereby commercial banks under the 
emergency rule are exonerated from the re-
serve requirement.27 This new policy largely 
explains the decline in the reserve require-
ment in March 2016, as shown in Graph 6. 

Because the local commercial banks obtain 
their funding mostly through deposit tak-
ing, deposits account for approximately 87% 
of their liabilities. This stock of deposits has 
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been more than sufficient to fund their loan 
business. The environment of high excess li-
quidity in the banking system proved to be a 
challenge for the use of the reserve require-
ment to control the current account balanc-
es of the commercial banks at the Bank and, 
hence, the monetary base.

CERTIFICATES OF DEPOSIT

The other instrument of monetary policy used 
by the Bank to mop up liquidity is the auction-
ing of certificates of deposit (CDs). Commer-
cial banks as well as institutional investors 
used to invest short-term funds in treasury 
bills. However, due to the debt relief, short-
term government securities have dried up, 
leaving large cash balances on the commercial 
banks’ balance sheets. Through the issuance 
of CDs, the Bank tries to control the liquidity 
of the commercial banks. These securities are 
issued for monetary policy reasons and serve 
a dual purpose. On the one hand, they offer 
an investment alternative to the commercial 
banks. On the other hand, they can be traded 
among the commercial banks and pledged as 
collateral for borrowing at the Bank. Since the 
exclusion of the reserve requirement and the 
drying up of treasury bills, CDs are one of the 
few remaining securities that can be used as 
collateral for debit balances with the Bank.

Until April 11, 2016, the Bank continued its 
policy of offering more CDs against various 
maturities combined with higher interest 
rates at its bi-weekly auctions. This policy re-
sulted in an increase in the amount of out-
standing CDs from NAf.162.6 million at the 
end of 2015 to NAf.240.7 million in April 2016. 
Starting with the auction of April 25, 2016, the 
Bank aimed only at the refinancing of matur-
ing CDs. As a result, the amount of outstand-
ing CDs dropped from NAf.240.7 million at 
the end of April 2016 to NAf.227.4 million at 
the end of December 2016 due to some inci-
dental shortfalls in subscription (see Graph 6). 
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APPENDIX II

Dec-14 Dec-15 Dec-16 Change 2015-2016

Amount Percentage

Currency in circulation 435.8 456.1 472.0 15.9 3.5

Banks' demand deposits (current account) 388.5 490.7 500.4 9.7 2.0

Monetary base (M0) 824.2 946.8 972.5 25.7 2.7

Central Bank of Curaçao and Sint Maarten: 

Assets

Foreign assets (including gold ) 3,470.9 3,270.3 3,530.3 259.9 7.9

Claims on deposit money banks 87.6 154.0 45.4 (108.6) -70.5

Claims on the government 0.0 0.0 0.0 0.0 -100.0

Claims on government agencies and 

institutions
420.0 408.7 362.1 (46.6) -11.4

Fixed and other assets 126.2 137.0 138.0 1.0 0.7

less:

Central Bank of Curaçao and Sint Maarten: 

Remaining liabilities

Private sector deposits 1,463.2 1,357.0 1,456.9 99.9 7.4

   of which: time deposits commercial banks 1,199.5 1,307.7 1,387.8 80.1 6.1

Government deposits 298.3 470.1 287.0  (183.1) -39.0

Foreign liabilities 472.8 380.5 506.4 125.9 33.1

Other liabilities 213.7 58.7 59.3 0.5 0.9

Capital and reserves 832.6 756.9 793.8 36.8 4.9

Table 21 The monetary base and its sources (in millions NAf.)
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2014 2015 Jun-16 Jul-16* Dec-16*

Money supply (M2) 7,785.9 7,973.1 8,182.4 8,079.4 8,130.1

Money (M1) 3,644.4 3,608.9 3,840.5 3,704.3 3,673.3

Coins & notes with the public 351.3 367.5 367.0 354.9 373.9

Demand deposits, of which: 3,293.2 3,241.4 3,473.5 3,349.4 3,299.5

     Netherlands Antillean guilders 2,408.1 2,336.9 2,514.2 2,382.0 2,327.2

     Foreign currency 885.1 904.6 959.3 967.4 972.3

Near money 4,141.5 4,364.2 4,342.0 4,375.1 4,456.8

Time deposits 2,139.7 2,268.4 2,198.2 2,241.0 2,302.7

Savings 2,001.8 2,095.8 2,143.7 2,134.1 2,154.1

Factors affecting the money supply

Net domestic assets 3,744.1 3,787.1 3,735.2 3,817.2 4,156.1

Government sector -429.3 -589.7 -600.1 -818.3 -670.3

   Former central government -77.9 -73.3 -73.3 -74.1 -74.3

   Curaçao -253.6 -460.5 -488.2 -596.0 -463.8

   Sint Maarten -97.9 -56.0 -38.6 -148.1 -132.2

Private sector 6,148.3 6,145.6 6,313.9 6,683.6 6,627.9

Memorandum items -1,974.8 -1,768.8 -1,978.6 -2,048.1 -1,801.5

Net foreign assets, of which: 4,041.8 4,186.0 4,447.3 4,262.2 3,973.9

Central bank 2,921.2 2,937.0 3,264.8 3,224.7 3,034.9

Commercial banks 995.3 1,249.0 1,182.5 1,037.5 939.0

Table 22 Monetary survey (in millions NAf.)

* New series starting July 2016.
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2014 2015 2016

Central bank

 Pledging rate 1.0 1.0 1.0

 Maximum CD rate (1 month) 0.20 0.38 0.54

Commercial bank borrowing rates

 Passbook savings 1.2 1.2 1.2 *

 Time deposit (12 months) 1.8 2.3 2.5 *

Commercial bank lending rates

 Mortgages 6.7 6.4 6.3 * 

 Time loans 6.8 6.9 6.3 *

Government securities

5-year government bonds (effective yield) 0.13 0.03 -0.32

Treasury bills (12 months) 0.02 -0.40 -0.71

Table 23 Developments in domestic interest rates (in %)

* June 2016.
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FOREIGN 
EXCHANGE 
REGULATIONS
FOREIGN EXCHANGE LICENSES 
AND FEES

INTRODUCTION

The foreign exchange regulations in Curaçao 
and Sint Maarten are based on the Foreign 
Exchange Regulation of Curaçao and Sint 
Maarten (2010). Effective October 10, 2010, 
these two autonomous countries within the 
Kingdom of the Netherlands formed a mone-
tary union with a common currency and cen-
tral bank. 

According to the foreign exchange regula-
tion, 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, i.e., licenses normally are grant-
ed upon request.

The main objectives of the foreign exchange 
regulation are to:  

i. promote international financial activities 
in Curaçao and Sint Maarten; for this rea-
son, the regulation contains special provi-

sions for companies engaged in interna-
tional financial and business transactions;

ii. gather the necessary information and 
data essential for compiling the balance 
of payments;

iii. support the monetary and economic pol-
icy efforts of the monetary authorities 
whereby the maintenance and safeguard-
ing of the monetary reserves and, thus, 
exchange rate stability are considered of 
primary importance; and

iv. prevent the use of Antillean guilders as 
a means of payment in the international 
payment system.

The general foreign exchange policy is vest-
ed with the governments of Curaçao and Sint 
Maarten. The Bank is charged with executing 
the foreign exchange regulations and manag-
ing the available foreign exchange reserves 
for account and risk of both governments. 
Therefore, the Bank is empowered to grant 
licenses and exemptions by virtue of the For-
eign Exchange Regulation of Curaçao and Sint 
Maarten (2010).

5
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FOREIGN EXCHANGE LICENSES

In 2016, the number of foreign exchange li-
censes issued by the Bank dropped by 51 (8%) 
to 623 (see Table 24). This drop can be at-
tributed primarily to fewer foreign exchange 
exemptions granted to international financial 
and business companies (86). In contrast to 
the fewer licenses issued in 2016, the total 
transaction value related to the granted li-
censes increased by NAf.63.4 million (12%) to 
NAf.609.4 million. The largest increases oc-
curred in the categories “Borrowing abroad” 
(NAf.153.4 million), “Participation abroad” 

(NAf.29,6 million) and “Intercompany financ-
ing” (NAf.26.0 million). The increase in the 
transaction value of licenses for borrowing 
and intercompany financing were related pri-
marily to sustainable energy, air transporta-
tion services, the insurance sector, and the 
tourism sector. Furthermore, the increase in 
the value of licenses related to participation 
abroad occurred mainly in the telecommuni-
cation sector. By contrast, the largest declines 
in the value of licenses granted were record-
ed in the categories “Portfolio investment 
abroad” (NAf.86.9 million) and “Transfers to 
own account abroad” (NAf.39.4 million).

Description
2015 2016

Number Amount Number Amount

Transactions related to participation in local companies 

by nonresidents
7 28.8 9 10.8

Transfer to own account abroad 50 82.9 43 43.5

Portfolio investment abroad 59 289.3 78 202.4

Participation abroad 1 0.7 5 30.3

Borrowing abroad 33 75.3 39 228.7

Lending abroad 23 20.9 41 24.0

Intercompany financing 31 42.6 27 68.6

Request for foreign bank account 78 - 71 -

Request for local nonresident account 9 - 12 -

Granting guarantee abroad 4 - 3 -

Exemption int. fin. & bus. services companies 377 - 291 -

Other 2 5.5 4 1.1

Total 674 546.0 623 609.4

Table 24 Overview of foreign exchange licenses issued (in numbers and millions NAf.)
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LICENSE FEE

Starting January 1, 1996, a fee was intro-
duced 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 ex-
change tax in force through December 1995. 
The license fee is calculated on the basis of 
the payments made by residents to nonres-
idents, with the exception of the re-invest-
ment of funds abroad, the re-exports of the 
free-zone companies, and payments by the 
government. The Bank assesses and collects 
the license fee in Curaçao and Sint Maarten, 

and the proceeds are remitted to the govern-
ment of each country. 

Table 25 provides an overview of the license 
fees collected in Curaçao and St. Maarten 
from 2014 through 2016. The amount of li-
cense fees collected in Curaçao in 2016 in-
creased by NAf.0.7 million (1.4%) over 2015’s 
collection to NAf.48.8 million. The amount of 
license fees collected in Sint Maarten also in-
creased in 2016 by NAf.0.3 million (1.4%) to 
NAf.24.2 million.

2014 2015 2016

Curacao St. Maarten Curacao St. Maarten Curacao St. Maarten

January 3,983.4 2,327.0 3,923.3 2,275.9 3,951.5 2,092.0

February 4,456.5 2,274.1 3,238.6 1,924.7 3,435.8 1,911.3

March 3,809.8 2,148.0 4,463.2 2,386.5 3,757.7 2,268.1

April 3,789.9 1,892.1 3,571.2 1,927.3 4,001.2 2,093.0

May 3,965.5 2,121.6 3,718.8 1,787.3 4,379.2 1,826.7

June 4,380.6 2,220.5 4,324.6 2,045.8 4,542.4 2,011.9

July 4,887.5 1,930.5 4,129.9 1,806.7 4,503.1 2,001.0

August 4,005.6 1,703.9 3,514.6 1,821.8 3,887.1 1,868.7

September 3,845.5 1,985.8 4,270.7 1,817.5 3,915.0 2,096.7

October 4,076.6 1,839.8 3,742.3 1,766.8 3,867.3 1,639.0

November 3,960.3 1,812.0 4,161.5 1,979.8 4,030.9 1,938.8

December 4,795.8 2,540.9 5,038.7 2,346.8 4,495.3 2,467.6

Total 49,957.0 24,796.2 48,097.4 23,886.9 48,766.5 24,214.8

Table 25 License fees collected from 2014 through 2016 (in thousands NAf.)
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CONTACTING THE BANK

CURAÇAO

Simon Bolivar Plein 1
Willemstad,
Curaçao
Phone: (599 9) 434-5500
Fax: (599 9) 461-5004
E-mail: info@centralbank.cw

SINT MAARTEN

Walter Nisbeth Road 25
Pondfill Philipsburg 
Sint Maarten
Phone: (1721) 542-3520
Fax: (1721) 542-4307
E-mail: info@centralbank.cw

© Centrale Bank van Curaçao en Sint Maarten 
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