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I REPORT OF THE PRESIDENT

Global growth remained modest in the 
September quarter of 2016 reflecting a 
faster pace of expansion in the advanced 
economies, moderated by weakened 
activities in the emerging and developing 
economies. Amidst these international 
developments, the economic performance 
in the monetary union was disappointing 
with growth remaining flat (0.0%) in 
Curaçao, while Sint Maarten posted a real 
GDP contraction of -0.3%. 

The flat economic growth in Curaçao 
was accompanied by a negative inflation 
rate of -0.6%. The third-quarter deflation 
was caused by a decline in international 
fuel prices, moderated by an increase 
in domestic food prices. Meanwhile, the 
annualized inflation rate dropped slightly 
to -0.5% at the end of September 2016 
compared to -0.4% at the end of June 2016.

The 2016 third-quarter stagnation in 
Curaçao reflected an increase in domestic 
demand that was offset by a fall in net 
foreign demand. Domestic demand was 
up, driven by increases in private and public 
investment and in private consumption. 
By contrast, public consumption dropped, 
reflecting lower outlays on both wages & 
salaries and goods & services. Net foreign 
demand contracted as the decline in 
exports surpassed the lower imports. 

From a sectoral perspective, the economic 
stagnation was the result of a decline in 
public sector activities, offsetting subdued 

private sector growth. The positive 
outcome in, particularly, the construction 
and utilities sectors was offset in part 
by fewer activities in the restaurants & 
hotels sector and the transport, storage, 
& communication sector. The upbeat 
performance of the construction sector 
was supported by the growth in public and 
private sector investments. Meanwhile, 
the gain in the utilities sector was driven 
by increased production of water and 
electricity. Real output also expanded in 
the manufacturing sector, albeit at a much 
slower pace than in the third quarter of 
2015, as a result of an increase in ship 
repair activities moderated by a drop in 
refining activities. 

By contrast, real value added shrank in 
the restaurants & hotels sector reflecting 
a decline in the number of visitor nights, 
stay-over arrivals, and cruise tourists. The 
decline in stay-over tourism was ascribable 
to a drop in the number of visitors from 
South America, notably Venezuela, North 
America, and the Caribbean. By contrast, 
the European market segment posted 
a growth. The poor results from cruise 
tourism were in line with a drop in the 
number of cruise calls in the third quarter 
of 2016 compared to the third quarter of 
2015. The contraction in the transport, 
storage, & communication sector was 
related to a drop in air transportation 
and airport-related activities. The latter 
development coincided with the decrease 
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in passenger traffic and the lower number 
of commercial landings recorded during 
the July-September period of 2016. In 
addition, activities at the harbor were 
down as reflected by declines in oil storage 
activities and in the number of ships 
piloted into the port. Meanwhile, growth 
remained flat in the wholesale & retail 
trade sector as the increase in domestic 
spending was offset by declines in tourism 
spending and free-zone activities. 

Sint Maarten’s real GDP contraction during 
the third quarter of 2016 was accompanied 
by an inflation rate of 0.5% as the decline 
in oil prices was not sufficient to offset the 
price gains in other categories. Meanwhile, 
the annualized inflation rate rose slightly 
from -0.3% at the end of June to -0.2% at 
the end of September 2016. 

Decreases in both domestic demand and 
net foreign demand caused Sint Maarten’s 
real GDP contraction in the September 
quarter of 2016. The lower domestic 
demand was attributable to a decline in 
private spending, while public spending 
rose. The decline in private spending was 
caused by lower consumption mitigated 
by an increase in investment, although 
less pronounced than in 2015. Meanwhile, 
public spending rose as a result of 
public investments. In contrast, public 
consumption dropped because of lower 
disbursements on goods and services. 
The negative contribution of net foreign 
demand to real GDP was the result of a 
decline in exports moderated by lower 
imports.

A sectoral assessment reveals that real 
value added dropped in Sint Maarten in 
both the public and private sectors during 
the third quarter of 2016 compared to 
the third quarter of 2015. The negative 

contribution of the public sector to GDP 
was reflected primarily by a drop in taxes 
on goods & services, i.e., the turnover 
tax, as a result of lower consumption 
and tourist spending. The contraction 
in the private sector was caused mainly 
by a decline in the wholesale & retail 
trade sector, which also was affected by 
the declines in consumption and tourist 
spending. Meanwhile, activities slowed in 
the restaurants & hotels sector as stay-
over tourism rose at a slower pace in the 
quarter under review than in 2015, while 
cruise tourism dropped considerably.

Following a contraction in the third 
quarter of 2015, real value added in the 
utilities, manufacturing, construction, 
and transport, storage, & communication 
sectors rose in 2016’s third quarter. Growth 
in the utilities sector was supported by gains 
in both water and electricity production. 
The positive outcome in the manufacturing 
sector was sustained by more repair 
activities on yachts that visited the port of 
Sint Maarten. Meanwhile, the expansion 
in the construction sector was driven by 
more private investments, particularly 
residential projects. Furthermore, the 
increase in the transport, storage, & 
communication sector was led by more 
activities at the harbor, in particular an 
increase in the number of tankers and 
freighters that visited the port of Sint 
Maarten. Also, airport-related activities 
were up in line with the estimated increase 
in stay-over arrivals. 

During the third quarter of 2016, 
fiscal developments in Curaçao were 
characterized by a widening of the deficit 
on the current budget compared to the 
third quarter of 2015, as the increase 
in expenditures exceeded the rise in 
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revenues. However, the developments on 
both the revenue and expenditure sides 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 government’s budget as of 
January 2016. Hence, the growth on the 
expenditure side was driven primarily by 
more transfers and subsidies, particularly 
social security transfers. At the same time, 
a decline in outlays on goods & services 
moderated the increase in government 
expenditures. Meanwhile, the rise in 
government revenues was largely the 
result of an increase in nontax revenues 
moderated by a drop in tax proceeds, 
notably taxes on income & profits and 
taxes on property. 

In Sint Maarten, the government recorded 
a deficit on its current budget of NAf.11.2 
million during the third quarter of 2016, 
down from the NAf.15.7 million deficit 
registered in the third quarter of 2015. The 
improved fiscal situation was the result 
of higher revenues while expenditures 
remained practically unchanged. 
Government revenues rose mainly as 
a result of higher nontax revenues, 
particularly dividend earnings. By contrast, 
tax revenues dropped because of fewer 
proceeds from the wage tax and taxes on 
goods & services. The development on the 
expenditure side can be explained by a 
decline in the outlays on goods & services 
offset by a rise in the disbursements on 
wages & salaries.

According to preliminary data and 
estimates of the Bank, the deficit on the 
current account of the balance of payments 
rose during the third quarter of 2016, 

compared to the third quarter of 2015, 
due to a decline in net export of goods and 
services combined with a worsening of 
the current transfers balance. The current 
transfers balance deteriorated as a result 
of a decline in current transfers received 
from abroad. By contrast, the income 
balance improved as dividend and interest 
payments to foreign investors dropped. 

The development in the net export of 
goods and services was attributable to 
a decline in exports that surpassed the 
lower imports. Imports dropped on the 
back of lower oil imports due to the decline 
in international fuel prices. Meanwhile, 
the contraction in exports was caused 
by, among other things, lower foreign 
exchange earnings from tourism activities 
in both Curaçao and Sint Maarten. In 
addition, foreign exchange receipts from 
bunkering activities, re-exports by the 
free-zone companies in Curaçao, and 
air transportation services provided to 
abroad dropped. However, an increase in 
the refining fee earned by the Isla refinery 
moderated the contraction in exports. 
This increase may be attributable to more 
trading activities by the refinery during 
the third quarter of 2016, as the refining 
activities shrank. Meanwhile, gross official 
reserves dropped during the third quarter 
of 2016 because the external financing was 
not sufficient to cover the current account 
deficit. 

The money supply contracted between 
July and September 2016 as a result of a 
decline in net foreign assets, moderated 
by an increase in net domestic assets. 
Net foreign assets declined at both the 
central bank and the commercial banks. 
Meanwhile, net domestic assets rose as a 
result of increases in net credit extended 
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to the governments and miscellaneous 
balance sheet items. The growth in net 
domestic assets was mitigated, however, 
by a drop in net credit extension to the 
private sector. 

During the third quarter of 2016, the 
reserve requirement percentage was 
kept unchanged at 18.00%. Nevertheless, 
the required reserves dropped because 
of a decline in the base upon which it 
is calculated. Furthermore, the Bank 
aimed only at the refinancing of maturing 
certificates of deposit (CDs) during the bi-
weekly auctions. However, the amount of 
outstanding CDs dropped as a result of a 
shortfall in subscriptions. 

Over the past years, growth has remained 
lackluster in the monetary union of Curaçao 
and Sint Maarten. At the same time, the 
unemployment rate, particularly the youth 
unemployment rate, remained relatively 
high in both countries. This unemployment 
situation with its consequent impact on 
the social situation calls for policies that 
will boost economic growth in the short 
run and more fundamental changes to 
improve the labor market in a sustainable 
manner in the longer run. In that context, 
current policies and institutions that 
have an impact on the functioning of the 
labor market, productivity growth, and 
job creation need to be addressed. For 
example, the education system in both 
countries needs to be improved to provide 
youngsters with better opportunities when 
entering the labor market. Also, vocational 
training is important for acquiring the skills 
needed in the labor market. Furthermore, 
the effectiveness of labor market 
protection, minimum wages, and work 
permit legislation should be assessed and, 
if necessary, adjusted to attain a better 
balance between protecting workers and 

being competitive. 

Curaçao and Sint Maarten are currently 
facing unique opportunities to reach a 
higher growth path. For the growth to 
be inclusive, the labor force has to be 
equipped with the necessary training and 
skills to match the market needs. Hence, 
measures to improve the labor market 
situation and reduce the unemployment 
rate in a durable way should be high on the 
policy agendas of the new governments of 
both countries. 

J.M. Hasselmeyer

President a.i. 
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THE UNITED STATES

During the third quarter of 2016, the U.S. 
economy expanded by 1.5% in real terms, a 
deceleration compared to the 2.2% growth 
recorded in the third quarter of 2015 (see 
Table 1). Economic growth during 2016’s 
third quarter stemmed from an increase in 
consumer spending as well as a growth in 
public and net foreign demand, dampened 
by a decline in private investment. 

U.S. households spent more on 
goods, notably durable goods such 
as recreational goods & vehicles and 
furnishings & household equipment, and 
on services such as health care and food 
services & accommodations. Meanwhile, 
public demand grew slightly because the 
increase in federal government spending 
was partly offset by a decrease in state 
and local government spending. The 
contribution of net foreign demand to real 
GDP growth also was positive because 
export growth outweighed the increase in 
imports. By contrast, private investment 

spending shrank because of a contraction 
in nonresidential fixed investment such as 
equipment and structures, mitigated by a 
rise in residential fixed investment.  

In line with the positive economic 
performance, the U.S. unemployment rate 
fell to 4.9% in the July-September period 
of 2016, reflecting mostly job gains in the 
professional & business services, health 
care, and leisure & hospitality sectors. 
In addition, the number of long-term 
unemployed and the number of workers 
employed part-time for economic reasons 
contracted. Consumer price inflation in 
the United States rose from 0.1% in the 
third quarter of 2015 to 1.1% in the third 
quarter of 2016, due mainly to an increase 
in shelter, medical care, and motor vehicle 
insurance costs, moderated by a decline 
in energy prices. Meanwhile, food prices 
remained unchanged. 

Against this background, the Federal 
Reserve maintained its accommodative 
monetary policy stance leaving the fed 

INTERNATIONAL ECONOMIC 
DEVELOPMENTS

Table 1 Economic indicators of the United States

2015-III 2016-III

Real GDP (% change) 2.2 1.5

Consumer prices (%)            0.1 1.1

Unemployment rate (%) 5.2 4.9

Sources: US Bureau of Economic Analysis and US Bureau of Labor Statistics. 

II
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funds rate unchanged between 0.25% and 
0.50% to underpin continued improvement 
in labor market conditions and a return of 
the inflation rate to its target level of 2.0%.

THE NETHERLANDS

Real output growth in the Netherlands 
accelerated to 2.4% in the third quarter 
of 2016 compared to the 2.0% growth 
registered in the third quarter of 2015 
(see Table 2). The positive economic 
performance in the third quarter of 2016 
resulted from an increase in domestic 
demand, mitigated by a slight decline in 
net foreign demand.

Both the private and public sectors 
contributed to the increase in domestic 
demand. Private investment rose because 
Dutch companies spent considerably more 
on transport equipment such as aircrafts, 
trucks, and trailers, as well as on residential 
property and, to a lesser extent, on 
computers. However, private investment 
spending on automobiles contracted. 
Furthermore, private consumption 
increased mainly because of more outlays 
on services such as hotels & restaurants, 
recreational services, and health care. 
Dutch consumers also spent more on 
household appliances and automobiles. 
Also contributing positively to real output 

growth in 2016’s third quarter was public 
demand, led mainly by more government 
investment. 

Net foreign demand put a drag on real 
output growth because imports of goods 
and services rose at a faster pace than 
exports. Exports grew as Dutch companies 
exported more chemical products and 
higher volumes of food, metal products, 
and machines compared to 2015’s third 
quarter. 

From a sectoral perspective, the 
construction and business services sectors 
were the key drivers of economic growth 
in the July-September period of 2016. 
Output growth in the business services 
sector was driven primarily by the travel 
and temporary employment agencies 
subsectors.

The Netherlands recorded zero inflation 
in the third quarter of 2016 compared to 
an inflation of 0.7% registered in the third 
quarter of 2015. Inflationary pressures 
in the Netherlands remained muted 
because the increases in housing costs 
and the prices of restaurants, hotels, & 
other accommodations were offset by the 
decline in fuel prices and telephone costs. 

Consistent with the improved economic 
conditions in the Netherlands, the 
unemployment rate dropped to 5.6% in 

2015-III 2016-III

Real GDP (% change) 2.0 2.4

Consumer prices (%)            0.7 0.0

Unemployment rate* (%) 6.6 5.6

Source: Central Bureau of Statistics.  
*International definition.

Table 2 Economic indicators of the Netherlands

10



among other things. Public demand  
shrank mainly because of lower revenues 
from oil exports causing constraints on 
government spending and increasing the 
risk of foreign debt default. 

The contribution of net foreign demand 
to real output growth also was negative 
because the decline in exports exceeded 
the lower imports. The continued drop in 
international oil prices lowered exports in 
2016, while the lack of foreign currency in 
Venezuela reduced imports. 

Amid its severe economic and political 
crisis, Venezuela registered triple-digit 
inflation rates of between 252.9% and 
475.8% in 2016, fueled largely by the 
rapid expansion of the domestic money 
supply and the bolivar’s depreciation vis-
à-vis the U.S. dollar. Also, Venezuela’s 
unemployment rose to a double-digit rate 
of 18.1% in 2016.1  

According to BMI, Venezuela ranked at the 
bottom of 202 countries in all Country Risk 
Indices, thereby confirming the country’s 
deplorable political, social, and business 
environment.2

1 International Monetary Fund, World Economic Outlook: 
Too Slow for Too Long. Washington, October 2016.
2 Business Monitor International, Latin America Monitor: 
Andean Group Monitor. November 2016, Vol 33, No 11.

the three months ending September 2016.

VENEZUELA

According to the estimates of the 
International Monetary Fund (IMF) and 
Business Monitor International (BMI), real 
output of Venezuela contracted further in 
2016, ranging between -9.8% and -10.0% 
(see Table 3). Venezuela’s recession 
stretched into its third year in 2016, caused 
by contractions in all components of GDP.

Venezuela’s economic conditions 
deteriorated further in 2016 as domestic 
macroeconomic imbalances and balance 
of payments pressures remained 
unaddressed. 

Domestic demand plummeted because 
of declines in both private and public 
demand. The decline in private demand 
resulted from lower consumption 
and investment. Private consumption 
contracted mainly because of the erosion 
of households’ purchasing power due 
to the soaring inflation rate. In addition, 
private investment fell as a result of lower 
investor confidence and the worsened 
business climate in Venezuela, reflecting 
the continued drop in domestic production 
capacity and difficulties in importing capital 
equipment and intermediate products, 

2015 2016

Real GDP (% change) -6.2 to -7.6 -9.8 to -10.0

Consumer prices (%)            116.2 to 121.7 252.9 to 475.8

Unemployment rate (%) 7.4 18.1

Sources: Banco Central de Venezuela, Centro de Estudios Latinoamericanos and El Nacional.

Table 3 Economic indicators of Venezuela
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GENERAL ECONOMIC 
DEVELOPMENTS IN CURAÇAO

Following the 0.3% increase in the third 
quarter of 2015, Curaçao’s economic 
growth remained flat in the third quarter 
of 2016 because the rise in domestic 
demand was offset by the decline in net 
foreign demand (see Table 4). At the same 
time, Curaçao’s consumer price inflation 

was negative at -0.6%, attributable to the 
drop in international oil prices mitigated 
by an increase in local food prices.

On the expenditure side of GDP, the 
economic stagnation recorded in the 
September quarter of 2016 was the result 
of an increase in both government and 
private spending offset by a decline in net 
foreign spending. Government spending 

GENERAL ECONOMIC DEVELOPMENTS

2015-III 2016-III

Domestic expenditure, of which: 0.4 0.5

Private sector -0.2 0.3

       Investment 0.3 0.2

       Consumption -0.5 0.1

Government sector 0.6 0.2

       Investment 0.3 0.4

       Consumption 0.3 -0.2

Changes in inventory 0.0 -0.1

Foreign net expenditure, of which: -0.1 -0.4

  Export of goods and services -0.6 -0.7

  Import of goods and services -0.5 -0.3

GDP 0.3 0.0

Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten. 
* Expenditure categories data are weighted contributors to GDP growth.

Table 4 GDP by expenditure of Curaçao* (real percentage changes)

III
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increased solely because of more 
investments, particularly the construction 
of the new hospital and the upgrading of 
Curaçao’s road infrastructure. In contrast, 
government consumption decreased as 
spending dropped on wages & salaries 
(excluding pensions) and on goods & 
services. Meanwhile, marginal increases 
in both consumption and investment 
contributed to the growth in private 
spending. Consumer spending grew as 
reflected by more sales tax revenues and 
import duties collected by the government 
of Curaçao. Private investment growth 
stemmed from the continuation of 
some investment projects, including the 
upgrading of Curaçao’s airport and various 
housing projects. 

Net foreign demand put a drag on 
economic growth because the export of 
goods & services dropped at a faster pace 
than imports.

DOMESTIC PRODUCTION

On the production side of GDP, the 
economic stagnation registered in the 
third quarter of 2016 stemmed from a 
growth in private sector activities offset 
by a decline in public sector activities. The 
public sector’s contribution to economic 
activities was negative because of lower 
spending on wages & salaries (excluding 
pensions) as well as lower tax revenues. 
The private sector’s positive contribution 
to GDP growth resulted mainly from the 
construction and utilities sectors (see 
Table 5).  

Similar to the third quarter of 2015, the 
construction sector performed well in 
the third quarter of 2016 (5.6%) because 
of increases in both public and private 
investments. Activities in the utilities sector 

also expanded in the three months ending 
September 2016 (1.4%) because of more 
electricity and water production. 

Real output growth in the manufacturing 
sector decelerated in the quarter ending 
September 2016 (0.1%) because the 
contraction in refining activities by the 
Isla refinery partly offset the rise in ship 
repair activities. The positive outcome 
of the ship repair industry was reflected 
by an increase in the number of man 
hours sold (6.0%), though the number of 
ships repaired decreased (-68.6%). These 
contrasting developments suggest that 
either larger ships were repaired or larger 
repair tasks were performed during 2016’s 
third quarter. 

Real value added in the wholesale & retail 
trade sector recorded zero growth in the 
July-September period of 2016 (0.0%) 
compared to the same period in 2015, 
as both tourism spending and free-zone 
activities decreased while consumer 
spending increased. The decrease in 
activities at the free zone was accompanied 
by fewer visitors, especially from Trinidad, 
Haiti, and Jamaica.     

In contrast, the restaurants & hotels and 
transport, storage, & communication 
sectors put a drag on GDP growth during 
the third quarter of 2016, after growing 
during the third quarter of 2015. 

Real value added in the restaurants & 
hotels sector fell in 2016’s third quarter 
(-6.4%) as a result of decreases in the 
number of visitor nights (-5.0%), the 
number of stay-over visitors (-7.2%), and 
the number of cruise tourists (-35.5%). The 
drop in the number of cruise tourists was in 
accordance with the considerable decline 
in the number of cruise calls (-39.4%). 
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Meanwhile, the contraction in the number 
of stay-over visitors was caused primarily 
by the decrease in the South American 
market due to the double-digit decline 
in the number of Venezuelan visitors 
(-35.8%). The lower number of Venezuelan 
visitors stemmed from the country’s 
continued unstable economic and 
political situation. Furthermore, the North 
American market recorded a drop because 
of fewer visitors from both Canada and 
the United States. The Caribbean market 
also contracted, due especially to fewer 

visitors from Aruba. Yet, the European 
market expanded mainly as a result of 
more visitors from the Netherlands, 
mitigated by fewer visitors from most of 
the other European countries. In line with 
the negative development in stay-over 
tourism, the hotel occupancy rate dropped 
from 69.6% in the third quarter of 2015 to 
66.2% in the third quarter of 2016. (See 
Table 9 in Appendix I for more details on 
stay-over tourism development.)

The transport, storage, & communication 

2015-III 2016-III

Agriculture, fishery, & mining 3.1 9.4

Manufacturing 1.8 0.1

Electricity, gas, & water -2.7 1.4

Construction 4.3 5.6

Wholesale & retail trade -0.5 0.0

Restaurants & hotels 1.4 -6.4

Transport, storage, & communication 0.6 -0.7

Financial intermediation -0.4 0.8

Real estate, renting, & business activity 0.5 0.0

Other community, social, & personal services -0.5 0.8

Private households 0.3 0.6

Total private sector 0.3 0.3

Public sector -0.6 -0.2

Taxes minus subsidies 0.5 -0.1

GDP 0.3 0.0

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

Table 5 GDP by sector of Curaçao (real percentage changes)
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sector performed poorly in the three 
months ending September 2016 (-0.7%) 
because activities contracted at both the 
airport and the harbor. Air transportation 
services dropped as reflected by a 
decrease in passenger transportation 
services provided by the domestic airlines 
to abroad during the third quarter of 2016. 
The decline in airport-related activities 
can be attributed to a reduction in both 
total passenger traffic and the number of 
commercial landings. Moreover, harbor 
activities dwindled because of fewer oil 
storage activities and less ships, notably 
cruise ships and tankers, were piloted into 
the port of Curaçao. 

INFLATIONARY PRESSURES 

Curaçao registered a negative inflation 
of -0.6% in the third quarter of 2016 
compared to the deflation of -0.2% 
recorded in the third quarter of 2015. As 
in the previous quarters of 2016, Curaçao’s 
price development resulted mainly from 
the decline in international oil prices, 
mitigated by an increase in local food 

prices (see Graph 1). 

An analysis of  developments in the 
Consumer Price Inflation (CPI) components 
in Curaçao shows that in the quarter 
ending September 2016, average prices 
contracted in the categories “Transport & 
communication” (-3.2%), “Housekeeping & 
furnishings” (-1.3%), and “Housing” (-1.2%). 
Consumer prices in the “Transport & 
communication” category dropped mainly 
because of a sharp decline in fuel prices. 
After rising in 2015’s third quarter, prices 
fell in the “Housekeeping & furnishings” 
category because the price declines in 
upholstery & furnishing fabrics and in 
household appliances & tools exceeded 
the price gains in all other subcategories. 
The “Housing” category also experienced a 
decrease due to a double-digit decline in 
electricity prices and, to a lesser extent, a 
fall in water tariffs. In contrast, consumer 
prices increased in the categories 
“Beverages & tobacco” (2.6%), “Clothing 
& footwear” (1.6%), “Food” (1.1%), and 
“Recreation & education” (1.0%). In the 

Graph 1 Developments in consumer prices (annual percentage change) 
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“Food” category, average prices rose at 
a slower pace than in the third quarter 
of 2015, particularly because the price 
increases in potatoes, vegetables, & fruit 
and in outdoor consumption were partly 
offset by the price drop in meat & fish 
and in dairy products. (See Table 10A in 
Appendix I for more details.)

GENERAL ECONOMIC 
DEVELOPMENTS IN SINT 
MAARTEN

During the third quarter of 2016, Sint 
Maarten’s real output contracted by 

0.3% (see Table 6), similar to the 0.3% 
contraction registered in the third quarter 
of 2015. The contraction in GDP resulted 
from declines in both domestic demand 
and net foreign demand. Meanwhile, 
because the effects of historically low 
international oil prices did not offset price 
gains in other categories, the inflation rate 
in Sint Maarten increased by 0.5%. 

Analysis of GDP by expenditure reveals 
that domestic demand contributed 
negatively to real output growth in Sint 
Maarten during the July-September period 
of 2016 due to a decline in private demand. 
Growth in private investment, albeit at 

2015-III 2016-III

Domestic expenditures, of which: -0.4 -0.1

Private sector 0.1 -0.3

       Investment 0.3 0.1

       Consumption -0.2 -0.4

Government sector -0.5 0.2

       Investment -0.1 0.7

       Consumption -0.4 -0.5

Changes in inventory  0.2 0.0

Foreign net expenditures, of which: -0.1 -0.2

  Export of goods and services -0.8 -0.5

  Import of goods and services -0.7 -0.3

GDP -0.3 -0.3

 Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten.
*Expenditure categories data are weighted contributors to GDP growth.

Table 6 GDP by expenditure of Sint Maarten* (real percentage changes)
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a slower pace than in the third quarter 
of 2015,  was not sufficient to offset the 
contraction in private consumption, 
as reflected by a drop in turnover tax 
collected. The growth in private investment 
was attributable to, among other things, 
large residential construction projects in 
the Maho and Cupecoy areas. By contrast, 
the public sector contributed positively to 
Sint Maarten’s GDP. However, this positive 
turnaround in public investments in the 
third quarter of 2016 was mitigated by a 
contraction in public consumption caused 
by a drop in outlays on goods & services. 
Net foreign demand also contributed 
negatively to real GDP because exports 
dropped at a faster pace than imports. 
The lower imports were due mainly to 
historically low international oil prices 
resulting in a lower import bill. Meanwhile, 
exports were down largely because of a 
drop in foreign exchange revenues from 
tourism activities. 

DOMESTIC PRODUCTION

The economic contraction in Sint Maarten 
during the third quarter of 2016 was 
the result of a decline in private sector 
activities. In contrast, the public sector 
experienced a positive turnaround due 
mainly to a rise in disbursements on wages 
& salaries, mitigated by a decline in taxes 
collected on goods & services, particularly 
the turnover tax.

Analysis at the sectoral level reveals that 
the contraction in GDP was led primarily 
by a faster contraction in the wholesale & 
retail trade sector (-2.1%) during the July-
September period of 2016 compared to 
the July-September period of 2015, due 
to the decline in private consumption 
combined with weaker performance in 
the tourism sector, particularly cruise 

tourism (see Table 7). However, these 
developments should be interpreted with 
caution. Because of the absence of data on 
both stay-over arrivals by tourism market 
and cruise passenger arrivals during the 
third quarter of 2016, the Bank based 
its estimates on a proxy for the tourism 
sector.3

Real output in the construction sector 
made a positive turnaround in the third 
quarter of 2016 (1.3%) mainly because of 
an increase in private investments, such as 
large residential projects in the Maho and 
Cupecoy areas. The positive turnaround 
in the manufacturing sector (2.0%) was 
caused by an increase in yacht repair 
activities because of the larger number 
of yachts in port and anchored in the 
Simpson Bay lagoon in the July-September 
period of 2016.  

Real value added in the restaurants & 
hotels sector rose during the third quarter 
of 2016 (0.6%), albeit at a slower pace 
than in the third quarter of 2015. The 
2016 growth stemmed from an estimated 
increase in stay-over tourism, mitigated 
by an estimated sharp decline in cruise 
tourism. 

The positive turnaround in activities in 
the transport, storage, & communication 
sector (0.1%) was driven primarily by an 
increase in activities at the harbor, despite 
the estimated decline in cruise calls. The 
increase in harbor activities was reflected 

3 Arrival data for stay-over tourism were available only for 
the months of July and August 2016. Consequently, the 
Bank calculated the growth of the July-August 2016 period 
compared to the July-August 2015 period and assumed 
the same growth rate for the third quarter of 2016. Mean-
while, no data were available for cruise passenger arrivals 
for the third quarter of 2016. Therefore, the Bank used 
the development in cruise tourism during the first half of 
2016 compared to the first half of 2015 as a proxy for the 
growth in cruise tourism in the third quarter of 2016.
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by more ships piloted into the port of Sint 
Maarten, notably freighters and tankers. 
On the other hand, container movements 
decreased, in line with fewer wholesale 
& retail trade activities. In addition, 
air transportation activities increased, 
including airport-related activities, which 
grew in line with the estimated increase in 
stay-over tourism.

Furthermore, activities in the utilities 
sector rose (2.5%) as a result of increases 

in both electricity and water production, in 
line with higher construction activities and 
exceptionally hot weather during the July-
September period.

INFLATIONARY PRESSURES

While the inflation rate remained flat in the 
third quarter of 2015, price developments 
on an annual quarterly basis show that 
inflationary pressures increased in Sint 
Maarten by 0.5% in the third quarter 
of 2016. The effects of historically low 

2015-III 2016-III

Agriculture, fishery, & mining 0.0 0.0

Manufacturing -1.0 2.0

Electricity, gas, & water 1.6 2.5

Construction -0.6 1.3

Wholesale & retail trade -0.6 -2.1

Restaurants & hotels 3.6 0.6

Transport, storage, & communication -0.2 0.1

Financial intermediation -1.1 -0.5

Real estate, renting, & business activities 0.2 0.1

Other community, social, & personal services 0.2 0.5

Private households -0.5 -0.5

Total private sector 0.0 -0.1

Public sector -2.6 2.4

Taxes minus subsidies -0.8 -4.3

GDP -0.3 -0.3

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

Table 7 GDP by sector of Sint Maarten (real percentage changes)
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international oil prices were insufficient 
to offset price gains in most categories 
during the July-September period of 2016.

An analysis of developments in the CPI 
components reveals inflation in the 
categories “Housing” (0.9%), “Beverages & 
tobacco” (1.2%), Recreation & education 
(0.6%), “Food” (3.0%), and “Health” (0.5%). 
The increase in prices in the “Housing” 
category was influenced primarily by 
higher home maintenance costs. The 
deceleration in inflation in the category 
“Food” was caused primarily by smaller 
price increases in the subcategories dairy 
products and edible fats. Negative inflation 
characterized the categories “Transport 
& communication” (-1.4%), due mainly to 
the reduction in domestic gasoline prices, 
“Housekeeping & furnishings” (-0.8%), and 
“Clothing & footwear” (-2.7%).  (See Table 
10B in Appendix I.)

PUBLIC FINANCES

PUBLIC FINANCES OF CURAÇAO

In the third quarter of 2016, the indepen-
dent board of financial supervision,  CFT, 
warned the government of Curaçao to 
closely monitor its revenues, especially 
nontax revenues, during the last quarter 
of 2016. The current fiscal situation does 
not allow for eventual setbacks. Otherwise, 
the government might end 2016 with a 
deficit on its current budget. Furthermore, 
the government of Curaçao still needs to 
improve some priority areas of its financial 
management.

During 2016’s third quarter, the fiscal 
position of the government of Curaçao 
deteriorated by NAf.30.6 million compared 
to the third quarter of 2015, resulting in 

a budget deficit of NAf.13.5 million. This 
deterioration was caused by an increase 
of NAf.204.6 million in government 
expenditures, which surpassed the 
increase of NAf.174.0 million in revenues. 
Government spending rose because of 
more transfers and subsidies (NAf.207.9 
million), particularly social security 
transfers. The increase in the social 
security transfers reflects mainly the 
implementation of the amendment of 
Article 4, section 1 of the Budget Act that  
stipulates that all expenses and income 
related to the social security bank, SVB, 
be included in the government’s budget 
as of January 2016. However, the rise in 
government spending was mitigated by 
less disbursement on goods & services. If 
the expenditures and income of the SVB 
are excluded, the government of Curaçao 
would have recorded a higher budget 
deficit of NAf.34.2 million. This difference 
indicates that the revenues of the SVB 
exceeded its expenses during the third 
quarter of 2016. (See Tables 11A and 11B 
in Appendix I for a detailed overview of 
Curaçao’s public finances).

Revenues went up because of an increase 
in the nontax revenues mitigated by a 
decrease in tax revenues. The NAf.186.7 
million increase in nontax revenues was 
caused by the inclusion of social security 
income in the September quarter of 2016 
compared to the September quarter of 
2015, reflecting the amendment of the 
Budget Act. Meanwhile, tax revenues 
decreased by NAf.12.7 million, mainly as 
a result of lower proceeds from taxes on 
income and profits and taxes on property, 
mitigated by a rise in sales tax receipts.

Public sector debt of Curaçao 

The total outstanding debt of the Curaçao 
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government reached NAf.2.564 billion 
at the end of September 2016, a drop of 
NAf.32.3 million compared to the end of 
June 2016, due to decreases in the domestic 
and foreign debt components. Curaçao’s 
domestic debt declined mainly as a result 
of lower outstanding arrears towards 
the social security bank, SVB. Meanwhile, 
the foreign debt component dropped 
because the government reduced arrears 
towards the Dutch government related to 
the coast guard and the common court 
of justice. Consequently, the debt-to-GDP 
ratio decreased from 45.9% at the end of 
the second quarter to 45.2% at the end 
of the third quarter of 2016 but remained 
well above the 40% benchmark that the 
IMF considers sustainable for a small open 
economy. (See Table 11C in Appendix I for 
an overview).

PUBLIC FINANCES OF SINT MAARTEN

The deficit on the current budget of the 
government of Sint Maarten narrowed 
by NAf.4.5 million in the third quarter 
of 2016 compared to the third quarter 
of 2015, reaching NAf.11.2 million. This 
improvement was caused primarily by an 
increase of NAf.4.2 million in government 
revenues while expenditures remained 
about the same. Government revenues 
went up largely as a consequence of a 
rise in nontax revenues of NAf.7.7 million, 
reflecting mainly more dividends received 
from the Centrale Bank van Curaçao en 
Sint Maarten. The increase in government 
revenues was mitigated, however,  by a 
fall in tax income of NAf.2.7 million. The 
decline in tax revenues was due mainly to 
fewer proceeds from wage tax combined 
with a drop in the earnings from taxes on 
goods & services.

Meanwhile, government spending 

remained about the same as the 
decline in the disbursement on goods & 
services (NAf.3.1 million) was offset by 
a rise in spending on wages & salaries 
(NAf.3.2 million). (See Tables 11D and 
11E in Appendix I for an overview of Sint 
Maarten’s public finances). 

Despite the improvement in Sint Maarten’s 
fiscal position, measures must still be taken 
to increase revenues in a more sustainable 
manner, including strengthening the tax 
department. Furthermore, measures 
to comply with the September 2015 
instruction of the Kingdom Council of 
Ministers still need to be implemented. 

Public sector debt of Sint Maarten

Sint Maarten’s total outstanding public 
debt remained unchanged at NAf.692.2 
million at the end of the September quarter 
of 2016 compared to the June quarter of 
2016. However, because Sint Maarten’s 
GDP increased in nominal terms. The debt-
to-GDP ratio decreased slightly by 0.1% to 
35.8% during the third quarter of 2016 (see 
Table 11F in Appendix I for an overview.)
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Worldwide, the cruise industry has had an 

average annual passenger growth rate of 6.6% 

since 1990, a rate that  is forecast to continue 

into 2019.1 Sint Maarten is a popular cruise 

destination, continually attracting significantly 

higher numbers  of cruise ships and passengers 

than other islands in the Caribbean.  Indeed, 

between 2010 and 2014, Sint Maarten’s cruise 

tourism saw steady annual growth in both 

passenger arrivals and ships visiting, peaking 

with over 2 million passenger arrivals at the 

end of 2014. From a revenue perspective, the 

Florida Caribbean Cruise Association (FCCA) 

estimated in a recent study that the average 

total spending per cruise passenger in Sint 

Maarten was NAf. 342 (US $191),  which means 

that in 2014, cruise passengers contributed 

over NAf. 676 million (US $380 million) to the 

economy. 

1 “Growth of the cruise line industry.” November 25, 2016. 
http://www.cruisemarketwatch.com

By the end of 2015, however, the growth trend 

reversed and Sint Maarten received about 

5% fewer cruise passengers than in 2014. So 

far, 2016 has seen an even sharper decline, 

with the first two quarters of 2016 showing a 

marked drop in cruise passenger arrivals and 

cruise ship calls compared to previous years. 

In fact, 2016 marks the first time in over four 

years that Sint Maarten received fewer than 

one million cruise passengers during the first 

two quarters, a period generally considered the 

peak of the tourism season.

Put into economic perspective, the 196,160 

fewer cruise passengers in the first half of 

2016 compared to the first half of 2015 –a 17% 

decrease–  means a potential revenue loss of 

over NAf. 66 million (US $37 million) for the 

Sint Maarten economy when using the FCCA 

estimates for total daily passenger spend. 

While some Caribbean islands experienced a 

contraction in cruise passenger arrivals during 

Box: 
Cruise Tourism and Sint Maarten

Figure 1 Q1 and Q2 Cruise Arrivals
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the first two quarters of 2016, the decline for 

Sint Maarten was relatively more pronounced 

(see Figure 1).  Several factors  help explain 

this decline. These factors include increased 

regional competition and traveler concerns over 

the presence of the Zika virus in Sint Maarten/

Saint Martin in 2016. Antigua and Saint Kitts, for 

example, are heavily investing in their cruise 

infrastructure. In 2017, Antigua will invest 

NAf. 89 million (US $50 million) to build a third 

cruise pier, while Saint Kitts will be constructing 

a second cruise pier to accommodate newer, 

larger ships. Sint Maarten also lost Disney cruise 

lines to Tortola, which recently inaugurated a 

new cruise pier.

Despite the decline for Sint Maarten, long-term 

industry forecasts  remain optimistic for the 

Caribbean, which  enjoys the largest market 

share within the global cruise industry and has 

a North American consumer market nearby 

that still has growth potential.2 A combination 

of a strong US dollar (which makes destinations 

like French Saint Martin cheaper) and improved 

economic growth in major source markets like 

the United States are expected to positively 

impact tourism in the Caribbean according to 

the CTO.3   

By 2017, 15 new cruise ships are expected to 

become operational, adding an additional 8.1% 

to worldwide cruise passenger capacity.4 In fact, 

Virgin Cruises announced it is ready to commit 

to  26 calls per year, bringing an additional 

72,800 cruise passengers to Sint Maarten, but 

the company wants guaranteed berthing space 

2 Ibid.
3 Newhouse, Doug. 2016. “Caribbean tourism had best 
year ever in 2015.” November 25, 2016. http://www.trbusi-
ness.com/regional-news/international/caribbean-tourism-
has-its-best-year-ever/101767
4 “Growth of the cruise line industry.” November 25, 2016. 
http://www.cruisemarketwatch.com.

for its ships. Such a guarantee, however, would 

require the government to approve the port’s 

expansion plans.5 Thus, if Sint Maarten wishes 

to maintain its dominance as a preferred cruise 

destination and remain regionally competitive, 

it must continuously upgrade its infrastructure 

and diversify its shore attractions.

5 The Daily Herald. 2016. “Virgin Cruises looking for com-
mitment from government.” December 8, 2016. https://
www.thedailyherald.sx/islands/62127-virgin-cruises-looks-
for-commitment-from-govt

Box continued...
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DEVELOPMENTS IN THE 
BALANCE OF PAYMENTS OF 
THE MONETARY UNION

Based on preliminary data and estimates 
of the Bank,4 the deficit on the current 
account of the balance of payments 
increased by NAf.65.4 million during the 
third quarter of 2016 compared to the third 
quarter of 2015 reaching NAf.432.0 million. 
The current account worsened largely as a 
result of a decline in the net export of goods 
and services combined with a drop in net 
current transfers received from abroad. 
By contrast, the income balance improved 
and, hence, moderated the worsening of 
the current account. Meanwhile, the gross 
official reserves of the monetary union 
dropped by NAf.39.9 million as the external 
financing was not sufficient to cover the 

4 When all data on the balance of payments are available, 
a full analysis of the current, capital, and financial ac-
counts will be published as an appendix to this Quarterly 
Bulletin on the website of the CBCS.

current account deficit (see Table 8). 

Developments in the net export of goods 
and services in Curaçao

In Curaçao, net foreign demand is 
estimated to have contracted as a result 
of a drop in exports, moderated by lower 
imports. Imports went down during 
the July-September period of 2016 due 
mainly to lower oil imports reflecting 
the decline in international oil prices. 
Meanwhile, the disappointing export 
performance was caused by, among 
other things, lower foreign exchange 
revenues from tourism activities as both 
stay-over and cruise tourism declined. In 
addition, foreign exchange earnings from 
bunkering activities shrank because of 
the decline in international oil prices and 
increased competition from the region. 
Decreases in foreign exchange receipts 
from the transportation sector, notably 
air transportation activities, and the re-
export of merchandise by the free-zone 

2014-III 2015-III 2016-III

Current account -329.9 -366.6 -432.0*

Change in gross reserves of the central 

bank**
-89.1 25.2 39.9

Foreign exchange -89.9 97.5 157.8

    held at foreign central banks 68.1 203.3 39.4

    held at foreign commercial banks -157.9 -105.7 118.5

Other claims 0.8 -72.3 -117.9

* Estimate of CBCS.  
** A minus sign implies an increase.

Table 8 Balance of payments summary (in millions NAf.)
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companies also contributed to the export 
contraction. By contrast, despite a decline 
in refining activities, the refining fee earned 
by the Isla refinery rose. The increase in 
the refining fee may be ascribed to more 
trading activities by Refineria Isla during 
the third quarter of 2016. 

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

In Sint Maarten, the net export of goods 
and services dropped as exports declined 
at a faster pace than imports. The 
contraction in exports reflected primarily 
lower earnings from the tourism industry. 
The negative outcome in the tourism 
industry was the result of a considerable 
decline in the foreign exchange receipts 
from cruise tourism, moderated by a slight 
increase in the earnings from stay-over 
tourism. Meanwhile, the fall in imports 
was attributable to a decline in oil imports 
as a result of the drop in international fuel 
prices. Furthermore, the wholesale & retail 
trade sector imported less merchandise 
due to the decline in domestic demand 
and lower tourism spending. 

Developments in the income balance and 
the current transfers balance

The income balance is estimated to have 
improved by NAf.20.8 million during the 
third quarter of 2016 compared to the 
third quarter of 2015, due mainly to a 
decline in dividend and interest paid to 
foreign investors in the monetary union. 
Meanwhile, the current transfers balance 
worsened by an estimated NAf.8.5 million 
as a result of a drop in current transfers 
received from abroad. 
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Table 9 Stay-over tourism development by islandab

APPENDIX I

Curaçao

2015-III 2016-III

North America, of which: 19.5 (2.7) -4.6 (-0.7)

U.S.A. 10.3 (1.3) -3.1 (-0.4)

Europe, of which: 8.5 (3.6) 2.9 (1.3)

The Netherlands 9.9 (3.2) 4.1 (1.5)

South & Central America, 

of which:
-12.6 (-3.8) -21.3 (-5.5)

Venezuela -18.5 (-3.6) -35.8 (-4.8)

Colombia 27.8 (0.9) -5.3 (-0.2)

Surinam 15.1 (0.5) -27.7 (-0.8)

Caribbean, of which: 4.8 (0.4) -9.1 (-0.8)

Dominican Republic -12.1 (-0.1) 24.1 (0.2)

Total 1.4 - -7.2 -

Source: Curacao Tourist Board (CTB).
a Percentage change.
b The weighted growth rates are depicted between brackets.
Note: No tourism data were available for Sint Maarten for the third quarter of 2016.
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Table 10A Development in the consumer price index of Curaçaoa

2015-III 2015-IV 2016-I 2016-II 2016-III

Food 3.1 2.2 2.2 1.3 1.1

Beverages & tobacco 2.6 1.4 1.8 2.5 2.6

Clothing & footwear -3.8 -2.7 -2.5 1.1 1.6

Housing -2.1 -2.5 0.2 -0.4 -1.2

Housekeeping & furnishings 1.2 0.6 -1.0 -2.2 -1.3

Health 0.6 -0.6 -0.6 0.0 0.7

Transport & communication -1.3 -5.0 -2.5 -2.0 -3.2

Recreation & education 0.7 0.4 1.0 0.3 1.0

Other 1.3 0.4 1.2 1.1 1.3

General inflation rate -0.2 -1.4 0.0 -0.2 -0.6

Source: Central Bureau of Statistics of Curaçao.
a Annual quarterly percentage change.
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Table 10B Development in the consumer price index of Sint Maartena

2015-III 2015-IV 2016-I 2016-II 2016-III

Food 7.0 6.1 6.3 4.0 3.0

Beverages & tobacco -0.4 -0.3 -0.3 0.7 1.2

Clothing & footwear 0.0 -2.4 -4.4 -3.5 -2.7

Housing -2.3 -1.8 -2.1 -1.3 0.9

Housekeeping & furnishings 3.3 3.2 1.8 -0.2 -0.8

Health 4.4 3.0 0.9 1.4 0.5

Transport & communication -2.4 -2.6 -5.0 -1.2 -1.4

Recreation & education -1.5 -1.5 -1.5 -1.2 0.6

Other 0.0 0.4 0.3 0.9 1.2

General inflation rate 0.0 -0.2 -0.9 -0.2 0.5

Source: Department of Statistics of Sint Maarten.
a Annual quarterly percentage change.
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Table 11A Budgetary overview of Curaçao (in millions NAf.)

2014-III 2015-III 2016-III

Revenues 365.4 414.5 588.5

Tax revenues, of which: 332.9 353.1 340.4

       Taxes on income and profits 156.0 155.5 141.3

       Taxes on property 7.9 23.9 16.3

       Taxes on goods and services 128.2 130.4 134.8

       Taxes on international trade and transactions 38.7 41.4 46.1

Nontax and other revenues 32.4 61.4 248.1

Expenditures 384.9 397.4 602.0

Wages and salaries 191.5 163.2 163.3

Goods and services 40.6 52.6 46.2

Transfers and subsidies 139.6 166.1 374.0

Interest payments 1.1 2.9 2.3

Other expenditures 12.0 12.6 16.2

Budget balance -19.5 17.1 -13.5
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Table 11B Overview of selected tax revenues of Curaçao (in millions NAf.)

2014-III 2015-III 2016-III

Taxes on income and profits, of which: 156.0 155.5 141.3

Profit tax 22.0 30.8 29.6

Wage tax 128.2 121.8 106.7

Taxes on property, of which: 7.9 23.9 16.3

Land tax/OZB1 4.0 13.9 10.9

Property transfer tax 3.5 4.9 4.6

Taxes on goods and services, of which: 128.2 130.4 134.8

Sales tax 98.1 95.0 101.1

Excises, of which: 19.8 22.5 20.6

       Excise on gasoline 11.0 11.6 12.1

Motor vehicle tax 5.5 5.3 5.3

Taxes on international trade and transactions, of which: 38.7 41.4 46.1

Import duties 38.5 41.4 46.0

1 OZB (Onroerende Zaakbelasting) is a real estate tax that replaced the land tax as of January 1, 2014. 
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Table 11C Total outstanding public debt1 of Curaçao (in millions NAf.)

2015-III 2015-IV 2016-I 2016-II 2016-III

Domestic debt 188.3 253.2 263.9 295.3 272.7

of which:

Long-term securities 18.4 18.4 18.4 18.4 18.4

Short-term securities - - - - -

APC 49.0 70.5 98.1 142.1 141.6

SVB 36.2 42.3 53.3 77.8 47.8

Foreign debt 2,204.1 2,242.3 2,236.2 2,301.5 2,291.7

Total debt 2,392.4 2,495.5 2,500.1 2,596.7 2,564.4

(% of GDP) 42.4% 44.2% 44.2% 45.9% 45.2%

1 Debt figures do not comprise the entire collective sector.
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Table 11D Budgetary overview of Sint Maarten (in millions NAf.)

2014-III 2015-III 2016-III

Revenues 92.9 96.5 100.7

Tax revenues 73.6 79.0 76.3

Concessions and fees 11.2 10.0 7.6

Licenses 6.4 3.5 5.2

Other revenues 1.7 3.9 11.6

Expenditures 110.0 112.2 111.9

Wages and salaries 48.8 45.4 48.6

Goods and services 29.7 27.3 24.2

Subsidies 22.2 26.7 28.3

Social security 2.2 5.2 5.6

Interest payments 4.2 3.4 3.2

Other expenditures 2.9 4.2 2.1

Budget balance -17.1 -15.7 -11.2
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Table 11E Overview of selected tax revenues of Sint Maarten (in millions NAf.)

2014-III 2015-III 2016-III

Taxes on income and profits, of which: 36.4 40.4 38.2

Profit tax 1.7 1.8 2.4

Wage tax 34.5 38.5 35.1

Taxes on property, of which: 3.3 4.1 4.1

Land tax 0.9 1.0 1.3

Property transfer tax 2.3 3.1 2.8

Taxes on goods and services, of which: 41.9 42.4 40.4

Turnover tax 29.7 29.7 29.4

Vehicle tax 0.2 0.2 0.2

Excise on gasoline 2.2 2.9 2.3
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Table 11F Total outstanding public debt of Sint Maarten (in millions NAf.)

2015-III 2015-IV 2016-I 2016-II 2016-III

Domestic debt 174.2 191.5 191.0 191.0 191.0

of which:

Long-term securities 0.1 0.1 0.1 0.1 0.1

Short-term securities - - - - -

APS 51.7 83.6 83.6 83.6 83.6

SZV 73.7 75.8 75.8 75.8 75.8

Foreign debt 501.3 501.3 501.3 501.3 501.3

Total debt 675.4 692.7 692.2 692.2 692.2

(% of GDP) 35.4% 36.3% 36.1% 35.9% 35.8%
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MONETARY DEVELOPMENTS

MONETARY POLICY

During the third quarter of 2016, the 
monetary instruments of the Bank, i.e., the 
auctioning of certificates of deposit (CDs) 
and the reserve requirement, were left 
unchanged. As a consequence, the Bank 
aimed only at the refinancing of maturing 
CDs at the bi-weekly auctions. However, 
due to a shortfall in subscriptions, the 
amount of outstanding CDs dropped from 
NAf.240.7 million at the end of June 2016 to 
NAf.234.7 million at the end of September 
2016. Meanwhile, the percentage of 
the reserve requirement remained 
unchanged at 18.00% during 2016’s third 
quarter. However, due to a decline in the 
adjusted domestic debt of the commercial 

IV

banks, i.e., the base on which the reserve 
requirement is calculated, the outstanding 
amount dropped by NAf.7.9 million (0.7%) 
to NAf.1,111.2 million the end of 2016’s 
September quarter.

The Bank’s official interest rate, the 
pledging rate, was left unchanged at 1.00% 
throughout 2016’s third quarter. 

MONETARY BASE

The monetary base, M0, consists of  
currency in circulation and the commercial 
banks’ current account balances with 
the Bank and is a measure of the Bank’s 
monetary liabilities. During the third 
quarter of 2016, M0 expanded by NAf.49.2 
million (5.0%) as a result of an increase 

Graph 2 Development in the monetary base (annual percentage change)
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in the current account balances of the 
commercial banks (NAf.63.8 million) 
mitigated by a drop in currency in 
circulation (NAf.14.5 million). Commercial 
banks’ deposits with the Bank increased as 
a result of the transfer of funds from the 
accounts of the government and SONA5 
at the Bank towards their accounts at 
the commercial banks. Furthermore, the 
DSTA6 made debt service payments during 
the September quarter of 2016. The annual 
growth rate of M0 rose from 20.9% in June 
to 29.5% in September 2016. See Graph 2 
for the development in the monetary base. 

Changes in the monetary base can be 
explained in terms of movements in the 
Bank’s assets and remaining liabilities. 
Table 12 in Appendix II shows the assets 
and the remaining liabilities on the Bank’s 
balance sheet, which are the counterparts 
to the monetary base. Ceteris paribus, an 
increase in the Bank’s assets raises the 
monetary base, whereas an increase in 
the Bank’s remaining liabilities lowers it. 
The growth of M0 during the third quarter 
of 2016 was the result of a decline in 
the Bank’s remaining liabilities (NAf.54.5 
million), mitigated by a slight drop in 
assets (NAf.5.2 million). The decline in 
the remaining liabilities was caused by a 
decline in government deposits, capital 
and reserves, and private sector deposits 
moderated by an increase in foreign 
liabilities. Capital and reserves declined 
because the Bank paid the governments 
of Curaçao and Sint Maarten their shares 
in the Bank’s profit incurred in 2014 and 
2015. Meanwhile, assets contracted as a 
result of a drop in foreign assets due to 

5 SONA is the foundation in charge of the construction of 
the new hospital in Curaçao. 
6 Dutch State Treasury Agency.

lower foreign reserves. However, short-
term liquidity provided to the commercial 
banks mitigated the contraction in assets. 

MONETARY AGGREGATES7 

Broad money (M2)8 declined by NAf.60.6 
million (0.8%) to NAf.8,018.2 million in 
September 2016 compared to July 2016. 
The contraction in the money supply was 
driven by declines in both the money 
component (M1) (NAf.25.0 million or 
0.7%) and the near money component 
(NAf.35.6 million or 0.8%). The drop in the 
money component (M1) was the result 
of a NAf.27.5 million (0.8%) decline in 
demand deposits and a NAf.2.5 million 
(0.7%) increase in currency in circulation. 
The decline in demand deposits was 
caused almost entirely by a drop in foreign 
currency deposits (NAf.26.4 million or 
2.7%). Meanwhile, near money went down 
as both time deposits (NAf.26.1 million 
or 1.2%) and savings deposits (NAf.9.4 
million or 0.4%) declined. (See Table 13 in 
Appendix II for more details.)

FACTORS AFFECTING THE MONEY 
SUPPLY

The drop in broad money between 
July and September 2016 was due to a 
contraction in the net foreign assets of the 
banking system, mitigated by a growth in 
net domestic assets. Net foreign assets 
declined by NAf.134.5 million (3.2%) 

7 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. Therefore, the mon-
etary data from July 2016 are not comparable with the 
data up to June 2016.
8 Broad money is the total money supply and consists of 
a money component (M1) and a near money component. 
The money component consists of coins & notes and 
demand deposits with the public. The near money compo-
nent consists of time deposits and savings with the public.
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attributable to both the Bank (NAf.69.4 
million or 2.2%) and the commercial banks 
(NAf.65.1 million or 6.3%). Net domestic 
assets grew by NAf.73.9 million (1.9%) 
because net credit to the government 
sector and miscellaneous balance sheet 
items rose by NAf.53.0 million and 
NAf.56.8 million, respectively. The increase 
in net domestic assets was dampened, 
however, by a drop in net credit to the 
private sector (NAf.36.0 million). The drop 
in private sector credit was accounted for 
mainly by a decline in amounts receivable; 
the loan component remained about the 
same. (See Table 14 in Appendix II for 
more details.)

DEVELOPMENTS IN DOMESTIC 
INTEREST RATES

The Bank absorbs excess liquidity from 
the rest of the banking system through, 
among other things, the auctioning of 
certificates of deposit (CDs). When setting 
the rates offered on CDs during the bi-
weekly auctions, the Bank takes into 
account developments in the international 
financial markets. During the third 
quarter of 2016, it was the increase in the 
benchmark one-month US dollar libor rate9 
that contributed to a higher interest rate 
on CDs. As a consequence of the 7 basis 
points increase in the benchmark rate, the 
maximum rate offered on a 1-month CD 
increased from 0.37% at the end of June 
2016 to 0.42% at the end of September 
2016.

Due to the standing subscription by the 

9 The London interbank offered rate, the main gauge of 
interbank lending.

Dutch State Treasury Agency (DSTA),10  
which subscribes at rates prevailing in 
the Netherlands, changes in the yields on 
government paper are determined by the 
developments in the Dutch capital market. 
The average effective yield on 5-year 
government bonds dropped by 8 basis 
points to -0.54% during the third quarter 
of 2016. Furthermore, the indicative yield 
on 12-month treasury bills dropped from 
-0.59% at the end of June 2016 to -0.66% 
at the end of September 2016. The high 
demand for safe and liquid assets relative 
to their supply due to the large-scale 
asset-buying programs by central banks 
has contributed to these negative nominal 
interest rates. Basically, holders have 
to pay for the privilege of owning these 
practically riskless securities. (See Table 15 
in Appendix II for more details.)

10 As part of the debt relief program, the Dutch govern-
ment agreed to subscribe on all new loans issued by the 
governments of Curaçao and Sint Maarten at rates pre-
vailing in the Dutch capital market during the period that 
financial supervision by the Kingdom is in effect.
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Table 12 The monetary base and its sources (in millions NAf.)

APPENDIX II

Change

2016-II 2016-III Amount Percentage

Currency in circulation 456.1 441.6 -14.5 -3.2

Banks' demand deposits (current ac-

count)
528.2 592.0 63.8 12.1

Monetary base (M0) 984.3 1,033.6 49.3 5.0

Central bank assets

Foreign assets (including gold) 3,669.6 3,630.6 -39.0 -1.1

Claims on deposit money banks 152.6 187.1 34.5 22.6

Claims on the government 0.0 0.0 0.0 0.0

Claims on government agencies and 

institutions
372.4 369.9 -2.5 -0.7

Fixed and other assets 131.7 132.4 1.9 1.4

less:

Central bank remaining liabilities

Private sector deposits, of which: 1,437.6 1,429.5 -8.1 -0.6

       Time deposits commercial banks 1,359.5 1,345.9 -13.6 -1.0

Government deposits 474.9 394.8 -80.1 -16.9

Foreign liabilities 420.8 491.7 70.9 16.8

Other liabilities 54.5 56.3 1.8 3.4

Capital and reserves 954.3 915.3 -39.0 -4.1
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Table 13 Monetary aggregates (changes, in millions NAf.)

2016-Aug 2016-Sep Change Jul-Sep

Amount %

Money supply (M2) 13.5 -74.1 -60.6 -0.8

Money (M1) -13.2 -11.8 -25.0 -0.7

Coins & notes with the public -4.7 7.2 2.5 0.7

Total demand deposits, of which: -8.5 -19.0 -27.5 -0.8

 Netherlands Antillean guilders -15.8 14.8 -1.0 0.0

 Foreign currency 7.3 -33.7 -26.4 -2.7

Near money 26.7 -62.3 -35.6 -0.8

Time deposits 17.7 -43.8 -26.1 -1.2

Savings 9.1 -18.5 -9.4 -0.4
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Table 14 Monetary survey (in millions NAf.)

2016-Jul 2016-Aug 2016-Sep

Money supply (M2) 8,078.8 8,092.3 8,018.2

Money (M1) 3,703.7 3,690.5 3,678.7

Coins & notes with the public 354.9 350.2 357.3

Total demand deposits, of which: 3,348.8 3,340.4 3,321.4

Netherlands Antillean guilders 2,379.7 2,363.9 2,378.6

Foreign currency 969.2 976.5 942.8

Near money 4,375.1 4,401.8 4,339.4

Time deposits 2,245.0 2,262.6 2,218.8

Savings 2,130.1 2,139.2 2,120.7

Factors affecting the money supply

Net domestic assets 3,816.5 3,849.5 3,890.4

Government sector -775.7 -739.0 -722.7

Former central government -65.3 -74.1 -74.2

Curaçao -587.6 -548.5 -526.2

Sint Maarten -122.8 -116.4 -122.3

Private sector 6,795.1 6,780.9 6,759.1

Memorandum items -2,202.9 -2,192.4 -2,146.1

Net foreign assets 4,262.3 4,242.9 4,127.8

Central bank 3,224.7 3,212.9 3,155.3

Commercial banks 1,037.6 1,030.0 972.5
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Table 15 Developments in domestic interest rates (in percentage)

 2015-III  2015-IV  2016-I  2016-II  2016-III 

Central bank

Pledging rate 1.0 1.0 1.0 1.0 1.0

Maximum CD rate (1 month) 0.33 0.38 0.48 0.37 0.42

Commercial bank borrowing rates

Passbook savings 1.3 1.2 1.2 1.2 n.a.

Time deposits (12-month) 2.2 2.3 2.5 2.5 n.a.

Commercial bank lending rates

Mortgages 6.6 6.4 6.3 6.3 n.a.

Time loans 7.3 6.9 6.5 6.3 n.a.

Government securities

Government bonds (5-year effective yield) 0.09 0.03 -0.27 -0.46 -0.54

Treasury bills (12-month) -0.24 -0.40 -0.46 -0.59 -0.66
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