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1 Executive Summary

The economy of the island territory St. Maarten t&ncategorised as reaching a high note
throughout the year 2004. The key economic indisahich are used to analyse developments
across the board, have been showing positive sajmecovery since the early part of 2003.
While at that time, some of these indicators beigashow double-digit growth, others recorded
only marginal improvements. In 2004 however, ecoigognowth was taken to an even higher
level, as increases among the various indicatore were substantial than in 2003- the year
recognised for the start of economic rebound. Bfend’'s economic performance is therefore
now considered to have made a full recovery frorfoneetbacks over the past number of years.

At the time of this report, official GDP & unemplayent rates had not yet been released from the
authorised institution, for the year 2004. Nonetks] data over the past 5 years show that since
the economic downturn in 2000 (resulting from nagatmpacts of two major hurricanes the
year prior); there has been healthy nominal GDRvtiron St. Maarten. It is expected that this
increase will carry over in the figures for 2004, waell as a decline in the unemployment rate
which was rather high in 2003, when compared toyrather islands in the region. Consumer
prices increased some 2.1% in 2004 over 2003. raxe in every sector with the exception of
‘Health Care’ which recorded a 1.1 percent declieile the highest increases were registered
in the *housing’(3.7%) and ‘transportation & comnmation’(3.2%) sectors.

Closer analyses of the individual economic indicafmresent valid reasons for optimism. One of
the primary indicators used are the developmeniumover Tax (TOT), which recorded a 28
percent increase in collections when compared @820his suggests a significant expansion in
the level of economic activity on the island thrbagt 2004 even after taking inflation (2.1%)
into account. The sharp upturn in the amount ctdbédrom TOT in 2004, is reflected by the
boost in the tourism industry, namely an increals2éomore cruise vessels calling to the port
than in 2003, which potentially means increasednass activity in the centre of Philipsburg but
also for other sectors on the island. Growth indfag-over sector, as well as a greater number of
businesses and increased domestic consumptionismsantributed to the steady rise in TOT
collections.

Over the year 2004, there has been a growing numibbusiness licenses issued and fewer
requests to withdraw a license. The total amouricehses issued went up by 61, while there
were 8 fewer cancellations, when compared to 20088se figures give a general feeling that the
interest to invest in a business on the islandicoas to rise, suggesting that persons have
enough confidence in the economy to do so.

Developments in tourism, which is the main pill&rSé. Maarten’s economy, continue to show

strong improvements. Total stay-over tourist atavacreased by approximately eleven percent
relative to 2003. Although North America remaing main tourist market, the South American

and Caribbean markets noted the greatest increase2003.
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Overall growth in this sector is partly attributahb the strong marketing tactics of the Economic
Recovery Fund (ERF), as well as the joint marketighe Leeward Island Partners (LIPS)

whose objectives include to jointly attract moreurtem to the associated islands while

promoting them as one destination. Another factoictv has played a major part in the increase
of stay-over tourists during 2004, was the (re@idtrction of destination routes by Air Canada,
Air Transat and United Airlines.

A similar growth pattern was observed in cruiserigu in 2004, with a 15 percent increase in

cruise passenger arrivals over 2003; the milliosspager mark was surpassed for the third
consecutive year. This growth can be attributedrtancrease in the number of cruise vessels
visiting the island, as there were 26 more vesselgrded in 2004 than the year before, of which
approximately 5 were new cruise lines. Containgffitr at the harbour also recorded an increase
of approximately 13%.

The materialisation of major projects such as tharBwalk and the beautification of Frontstreet,
have undoubtedly added value to the cruise indutityists are able to explore the Great Bay
area by foot and still make it back to the shigiore.

Total government revenues received during 2004 wppeoximately 10 percent higher than the
previous year. This may be the result of more ngsrcompliance measures throughout the year,
as well as increased economic activity. The largesitributors towards government income,
namely wage tax, ‘other revenues’ and profit tdx@torded an increase relative to 2003. The
tourism industry indirectly contributed to 5.6 pent of total government revenues in 2004, with
high double-digit growth especially in collectiofiem room and rental tax. The tourism-related
taxes are expected to increase even further in,280%nore hotel rooms and timeshare units
come online.

Developments in the labour market also appear tee heproved over 2003, when cross-
analysing the developments in wage tax and AVBZzhictv is a social insurance against risks
that are difficult to insure. Total wage tax cotlens expanded some nine percent relative to
2003, which is more than double the percentage ttromhich was achieved in that year.
Similarly, total AVBZ premiums increased by alm@& percent in 2004, while in 2003 it had
declined slightly over 2002.

In reviewing developments in the banking sectois moted that both resident deposits & loans
expanded when compared to a year before. Resiépaisds recorded double-digit growth over
2003, and continues to be valued higher than theuamof resident loans supplied. All
categories increased significantly, with demandodép contributing the majority to the total.

Business loans showed a minor decline, individoah$ on the other hand went up some 20%.
Mortgages accounted for the majority of loans is ttategory. This was boosted by competitive
rates being offered by our commercial banks, spathf incentives to young people to
encourage home- ownership.
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Furthermore, the construction sector is one ofiglad’s primary industries after tourism; it is a
multi-million dollar sector that continues to diaplstrong growth. The majority of construction
companies interviewed confirmed that 2004 was algear for the construction industry. Major
improvements were noted specifically in the secoald of the year when compared to 2003. A
number of major commercial projects were launche@004 some of which will continue in
2005; these included the Frontstreet Beautificatwoject, refurbishment/expansion of Great
Bay Beach Resort, Phase Il airport expansion, ngagrade (airport boulevard to entrance
Sonesta Maho Beach Resort) & Maho roundabout, Hieatibn of Belair entrance to
roundabout and opening of ‘Cake House’ road for-wag traffic. Apart from the above-
mentioned there was also a visible increase imthmber of residential and other commercial
buildings being erected.

There were a total of 69 more building permits exjad at The Dept. of Housing, Physical

Planning & Environment (VROM) during 2004 than i003. The actual number of issued

building permits was 230 in 2004, compared to 162003. This gives some indication of the

level of new developments that took place during ybar, as well as shows that confidence to
build in St. Maarten is ever-increasing.

Construction activity in 2005 is expected to remainch the same as in 2004, or may even
improve slightly with some big ongoing projects reynthe Cupecoy Yacht Club, Aquamarina,

The CIiff and Rainbow projects, Belvedere homesjguto as well as the start of the

refurbishment of Divi beach, Phase Il of the Boaatknand preparation for the construction of
the new government administration building.

Analysis of the utilities sector show a moderatereéase in total production figures in 2004
relative to the year prior. It is believed that thtdities connection is reaching its growth limits
therefore resulting in only marginal growth in bdtle domestic and commercial sectors. The
closure of Great Bay Resort for a number of mordhsing its renovation also impacted
production figures in the year. Water productiorwheer, increased more significantly than
electricity, the growth rate is also becoming msubstantial over the past two years.

Finally, in assessing the developments of the gasahdustry, it is observed that the industry
showed signs of market expansion in 2004 relatvihat of 2003, as overall sales increased by
21%.
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2 Research Methods

Figures shown in the tablé&key Macro-Economic Indicatorsvere obtained from various

sources. The Central Bureau of Statistics (CBSYigeal all figures pertaining to GDP, inflation

and unemployment. Data on the External Accountciwhncludes merchandise and tourism
imports & exports, were acquired from the CentrahB of The Netherlands Antilles (BNA), as
were figures on Bank lending. The Department ofakoe furnished figures on government
revenues and expenditures. Stay-over and cruigesmostatistics in this report were acquired
from the St. Maarten Tourist Bureau.

Statistics for marine tourism were not readily &alale at the time of this report; however these
could be obtained from the Immigration Departmentl/ar Simpsonbay Lagoon Authority
Corporation (SLAC). The hotel & timeshare occupamaie statistics are usually sent to the
Department of Economic Policy and Research (DERRbhb SHTA (St. Maarten Hospitality
and Trade Association).

The Department of Business License & Permits peitigures on the number of requests as
well as issued licenses for business openings &wings for the year 2004. Utility statistics
were sent to the department by management of GEETBese statistics are split by water (m3)
and electricity(kwWh) production.

Statistics on bank loans and deposits are providedhe Central Bank of the Netherlands
Antilles (BNA). The Sector Director of Resourcesthaized the release of information
concerning government revenues, which is also ursdtie report. Turn over tax (TOT) was
provided by the Federal Receivers, as was data\V&Z.

The island’s gasoline wholesalers provided gasotia¢éa, while cargo developments were
provided by the St. Maarten Port Authority.

The unemployment data was collected and providetthéyocal Labour Department, as was data
related to welfare. Building permit statistics wesepplied by the Department of Housing,
Physical Planning & Environment (VROM), while gealedevelopments in the construction
sector was obtained mainly from the results ofretustry survey carried out by DEPR.

This information, which encompasses a wide rangareds in the economy of St. Maarten, was
compiled and compared by DEPR, so that conclusamdd be drawn about the economic
situation of the island.

Trend

A trend is a general occurrence in figures thatgiga a quantitative indication of, for example,

the market development. In order to have a bettdication of what is going on with some

economic indicators, the data was compiled andtgdgrfigures were compared. A technique of
a trend line was used based on the extrapolatidhesle quarterly figures to determine a trend
for each indicator. These trend lines easily giveidea of how each indicator has been
developing.
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Table 3.0 Key Macro-Economic Indicators

Annual Economic Report 2004

2001 2002
'Nominal GDP (in millions Naf) 833.0 853.7
Real GDP Growth (% change) 4.5 1.9
Inflation (% change) 1.0 0.5
Unemployment Rate (%) 12.8 -
Tourism:
Stay-over arrivals 40 380,327
Cruise arrivals 678752 1,055,040

3External Account (millions Naf): Transaction Basis

Trade Balance 4346 -484.3
Merchandise exports 326.5 294.1
Merchandise imports 770.1 778.4
Tourism exports 665 875.3
Tourism imports 42A 250.4
Net 621.8 624.9
“Bank Lending (in

millions): 740.6 796.6
Total Lending 221.7 227.0
Mortgages 112.4 113.0
Consumer 406.4 456.4
Business

*Government Finance St. Maarten: (millions Naf)

Revenues 152.7 150.0
Expenditures 178.5 174.9
Budget Balance 25-8 -24.9
Budget Balance (% of GDP) -3.1 -2.9

* Figure entire year 2004

Sources 1: Central Bureau of Statistics (CBS)
2 :St. Maarten Tourist Bureau
3 & 4: Bank of The Netherlands Ales
5: Department of Finance

2003 20646Jun
909.3 1,124.1
4.9 4.5
16 2%
17.5 .
427,587 4754032
1,171,734 1,348,450
-542.5 623
461.6 9.
1,004.1 632.2
963.1 004
256.4 91.5
706.7 509.2
826.8 431.4
224.8 125.7
119.1 71.6
482.8 234.0
141.4  .877
161.1 80.4
-19.7 -2.6
-2.2 -
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3.1 Labour Market Developments

The unemployment data is classified into four sategories, namely persons who have
registered as unemployed, vacancies that have goestad, persons who have been referred and
the number of persons who have been hired. Therdptated for 2004 is based on information
collected at the Island Labour Department. It stidaé noted that the unemployment figure only
reflects those persons that have physically regidtat the Labour office within the mentioned
period and is not based on the results of a surVagugh an unemployment drive was held
during the latter part of November 2004, whichagtovide more of a true representation of the
unemployment situation on the island, the resutstlie drive was not available at the time of
the writing of this report.

The table below displays the number of personssteiggd as unemployed, the vacancies that
have been posted, the persons referred and thengeitsat have been hired for 2004. As there is
no historical data available at the time of thetwg of this report, a complete comparative
analysis could not be made.

Persons registered | Vacancies | Persons |Persons
as unemployed posted Referred | hired

Jan-04 84 60 40 4
Feb-04 87 67 35 7
Mar-04 101 103 37 2
Apr-04 48 124 33 4
May-04 55 86 41 7
Jun-04 64 77 33 4
Jul-04 34 61 53 3
Aug-04 43 53 82 20
Sep-04 60 68 17 0
Oct-04 35 69 21 0
Nov-04 43 83 40 0
Dec-04 9 46 9 0
Total 663 897 441 51

Table 3.1 Unemployment Data 2004

Of the vacancies that have been posted for 20ledess than half of those persons have been
referred while only 51 persons have been hired.chlaaw the highest number of persons that
registered as unemployed, while December saw thast.I®uring March and April, the most
vacancies were posted, while during August the rpestons were referred. Also during August
the most persons were hired.
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3.2 Welfare Developments

Welfare could be defined as the sum of money teatgns collect for a period of time during
unemployment. The data received classifies firaetrequests, renewals, one-time requests and
persons who reapply for welfare. Data is also giegrthe amount of money that is deposited for
welfare payments on a monthly basis and the amof@ininoney that the Social Welfare
department, which provided the information, paystite St. Maarten Housing Development
Foundation for the rent of those persons who areefare.

In this report, the focus will be on the amountpefsons that have received welfare over the
months of 2004, the total amount of money paididelfare and the amount of persons that have
cancelled their receipt of welfare.

The table below shows the developments in welfagn@ents and cancellations for the year
2004.

Welfare Total welfare
2004 recipients (in Naf) Cancellations
January 825 375,855 5
February 809 371,784 19
[March 803 370,958 6
April 799 369,836 5
IMay 810 737,118 3
June 818 178,893 6
July 819 367,895 4
August 786 365,677 35
September 784 362,085 0
October 780 365,738 7
November 780 361,006 3
December 777 360,204 5
Total 9,590 4,587,049 98

Table 3.2 Total welfare recipients & cancellations2004

During 2004, NAf 4,587,049 was paid out for welfahe May 2004, the biggest amount of

welfare was paid as well as being the month thatvel the biggest average of welfare paid out
to the amount of recipients for that month, nothgf 910.02. June showed the lowest amount
of welfare that was paid out for that month to émeount of recipients for that month, noting an
amount of NAf 218.70. August showed the most cdatiehs for 2004, while September was

the only month where no cancellations were recarded

10
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4 Business Activity

4.1 Turnover Tax

The Turnover Tax (TOT) is the best source of meaguthe performance of the economy.
Currently, the TOT is 3% of the Gross Turnover aisBiess’ Activity. As a result of the TOT

being implanted on the Gross Turnover, it servea gsod indication of developments in the
economy. Meaning when there is more economic agti@overnment will receive more TOT

and conversely, with contraction of the economyy&oment will receive less revenue, after
factoring out inflation.

It should be noted that since the implementatio ©ff, the rate has changed from 3% to 2%
and finally back to the current rate of 3%. Howewshen analyzing developments in the

economy, we have factored out the TOT rate fluanatto maintain a relative level to compare
economic developments. In addition, we have mateattjustment to the TOT raw data, firstly

to factor out the changes in TOT rates and secomdljsted the data 1 month backwards to
correspond to the month of the economic activity.

The TOT is an aggregated lump sum, which does owsist of distinctions by area or type of
business. Hopefully, in the future this will be ¢akinto account to give a more detailed
assessment of the economy.

In addition, there is another complication that T@T is an indirect tax and subsequently, it is
income of the Federal Government. This implies thatlsland Government has no control over
the categorization of the TOT. However, with theceldralization and integration of the

Inspectorate of Taxes & the Island and Federal Rerg Office to the Island Government, the

possibility does exist to implement these necesstinctural changes. This effort will go a long

way towards providing the Island Government wittmptete, detailed, economic information;

Government will then be able to acquire up-to-date reliable information.

With the categorization, we could have been ablanalyze businesses whose primary market
are tourists and compare those businesses’ whasargrmarket are the locals. Then we could
extrapolate these findings to ascertain where tlagonmty of the economic contraction is
concentrated. Consequently, we could target thgeeific areas to address the problems.
Nevertheless, we have utilized creative methodstertain the same information.

As mentioned before TOT is an indirect tax and nexeof the Central Government however,
Sint Maarten receives a portion back (1%) from@eatral Government. In this analysis, DEPR
uses the TOT figures as a means to measure andameoonomic activity and not to ascertain
the financial aspect of the TOT.

11
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4.1.2 Yearly Developments

As shown in the graph below, there has been an maptéend in TOT collections over the past
two years and especially in 2004. The 2004 figumes 28.92% higher than that of 2003 and
28.28% relative to 2002. Total Turnover Tax (TOD)lected in 2004, amounted to a some of
Naf. 60,701,945. In comparison to 1999 when thanglwas severely affected by two major
hurricanes, revenues from TOT has almost doublemety Naf. 33,187,073 vs. Naf.
60,701,945. Developments in 2004 suggest a futhwexy in overall economic activity on St.
Maarten, as the island had been gradually pickmfam various external setbacks over the past
few years.

Due to certain limitations, it is difficult to dictly correlate this TOT growth with specific
economic developments. Nonetheless, it is a réflecbf substantial growth experienced
throughout 2004 in our key sectors cruise, stay-@re marine tourism, as well as further
increases in the number of issued business licamgkscreased domestic consumption.

Turnover Tax per year
70,000,000
60,000,000 —1—
50,000,000 - ——
_ 40,000,000 — ] -
T @TOT|
30,000,000 1
20,000,000 -
10,000,000 -
0
1997 1998 1999 2000 2001 2002 2003 2004
Chart 4.1.2 Total Turnover Tax per year
4.1.3 Quarterly Developments
Qrt 2001 2002 2003 2004 % 04/03 %04/02 %03/02
1 11,676,559 11,749,088 12,601,110 15,457,337 | 22.67 31.56 7.25
2 10,148,693 10,160,987 10,933,527 14,696,052 | 34.41 44.63 760
3 9,020,711 9,685,219 9,891,601 13,245,140 | 33.90 36.76 2.13
4 12,261,443 11,939,131 13,657,550 17,303,417 | 26.69 44.93 14.39
Total 43,107,406 43,534,425 47,083,788 60,701,945 | 28.92 39.43 8.15

Table 4.1.3 Turnover Tax (in Naf) per quarter

12
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Quarter 1

As shown in table 4.1.3 above, total TOT receivethe first quarter of 2004, amounted to Naf.
15,457,337- an approximate increase of 22 percesrt 2003 and 31 percent relative to 2002.
TOT growth this quarter highlights a high levelemfonomic activity, specifically in relation to
the robust tourist season which continued to imftgefigures in the second quarter of the year.
When comparing the average TOT growth rate in e four to five years, collections in 2003
noted the start of significant improvements iné¢senomy after a slowdown in 2001.

Quarter 2

In the second quarter of 2004, turnover tax calbest were 34 percent higher than the same
period in 2003. This clearly indicates further exgian in the economy of the island, as second
qguarter TOT growth in 2003 over the prior year, \uest over 7 percer(see table aboveYhis
shows that the level of growth in 2004 outperfoatisvhich was achieved in recent years.

Quarter 3

In the third quarter, the lowest figure of TOT wasorded for the year 2004, with a total amount
of Naf. 13,245,140. The dip in collections can b&ted to the tourist off-season as well as
effects of the hurricane season in September andb®¢ when a few cruise ships cancelled
calls to the island due to unfavourable weatheditmms.

Quarter 4

The final quarter of 2004, is responsible for tinghlkst contribution towards total TOT collected
for the year. This quarter marked the start ofttheist high season for 2005 and a sum of Naf.
17,303,417 collected in TOT. Compared to the lagrgr of 2003, a 26 percent increase is
noted.

4.1.4 Monthly Developments

As can be seen in the graph mentioned below, Sarteéla's contribution in TOT to Federal
Government revenues was highest in the months M&tokember and December. The TOT
amounted successively to Naf. 5,616,428, Naf. 5/A@Rand Naf. 6,921,539.
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4.1.5 Trend
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As can be seen in the above-mentioned graph, y&&Tly figures are on a gradual incline, with
a sharp increase in 2004 relative to 2003. Oneilples®ason for the sharp increase in 2004 was
the increase in the number of cruise vessels thedred the harbour of Philipsburg/Pointe
Blanche. There were 26 more vessels in the harth@ur in 2003. This means approximately
52,000 (26 * 200t more passengers that could potentially make fikal goods and services.

Total amount of cruise passengers per vessel (4888 668 2000 passengers)
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4.2 Business Licenses

Business licenses requested, issued and canceflexpsovided by the Department of Licenses
and Permits for the following: N.V.’s, Partnershignsd Sole Proprietorships (of applicants who
were born outside the Netherlands Antilles). Tioerises issued are not considered as “issued”
until the Island Government gives approval to ofiem business. Cancellations however, are
booked as soon as the request is submitted. Dabaiginess registrations and closures for sole
proprietorships of Antilleans and naturalized @tiz were provided by the Chamber of
Commerce & Industry.

The amount of business license requests and witladisacan be used as an indication on how
confident the business community feels about tlmmewmy. It should be noted that the Island
Government could only withdraw a license when tier/director of said business, requests
the license to be cancelled. Since one is allowdubtd on to the license even when closing the
business, the number of licenses withdrawn mightrefiect the actual number of business
closing.

4.2.1 Yearly Developments

The Department of Licenses & Permits issued 37&bas licenses in the year of 2004. This is a
19.24% increase compared to the year before whetabof 317 business licenses were issued
(See Table 4.2.1 below). In the four quarters di28n amount of 41 businesses withdrew their
licenses; this was eight fewer than in 2003. THep&es suggest that overall; there is still a

healthy level of confidence in the economy, as tlenber of persons willing to operate a

business is growing and requests to withdraw anlegsilicense is on the decline.

A further breakdown of the total number of businkssnses processed in 2004 by the above-
mentioned department; show that the majority ofrises were issued for a N.V. amounting to
286 compared to 228 in 2003. While a total of 5&rises were issued for sole proprietorships, 5
more than the year before. There were 29 licenrsased for a new branch, compared to 38
branch licenses issued in 2003.

4.2.2 Quarterly Developments

Number of Requested & Issued Business Licenses/2003
2004 2003
Requested| Issued Request Requested| Issued Request
to withdraw to withdraw

Qrtl 152 97 4 N/A 71 20
Qrt 2 189 105 9 N/A 56 8
Qrt3 185 103 12 N/A 99 12
Qrt4 214 73 16 N/A 91 9
Total 740 378 41 N/A 317 49

Table 4.2.2a Requested, Issued & Cancelled Busisdscenses 2003-2004

Requested Business Licenses
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During 2004 there were 740 business licenses regpliethis include requests received for

business, director, branch and amendment licei$ese was no historical data available at the
time of this report in which comparisons could bade with the previous years. Nonetheless the
data gives some indication as to the level of ederthat persons display in investing in a

business on the island.

Issuance business licenses

In the first half of 2004 a sum of 204 businessn®es were issued, of which 196 were for new
business and 8 new branches. In comparison targtesiik months of 2003, the number of issued

licenses was up by 77. The second quarter of 20@#&ibuted the biggest part to the positive

results throughout the entire year.

In the second half of the year, the Department iceihse and Permits issued a total of 176

licenses. In the third quarter there were 103es granted and 73 in the last quarter of 2004.
When compared to the last 2 quarters of 2003, timeber of issued licenses went down by 14.

However, total number of granted licenses wentyifbin 2004 when compared to 2003.

Cancellations Business Licenses

A sum of 13 requests to withdraw a business liceveserecorded in the first half of 2004, while
28 requests were received in the 2nd half of thar.y@he current trend reveals fewer
cancellations of licenses over the past 2 yeairs;ishconsistent with the results of the business
confidence survey conducted in June 2004, whichwsdoa high percentage (72.7%) of
entrepreneurs in St. Maarten expressing high cenéd in the future.

The following table provides an overview of thealohumber of business registrations &
closures processed by the Chamber of Commercegi20id4:

Total Number: 2004
Business Registrations 605
Close Down 62
Temporary Closures 4
Became Inactive 25

Table 4.2.2b Business Registrations & Closures (laarten Chamber of Commerce)
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5 Services

St. Maarten continues to experience sustainabletgrand success in its service industries-
particularly tourism. This sector can be dividetbinlifferent segments; a distinction is made
between the visitors who mainly arrive on the idldy air and visitors who arrive by cruise
ships. Tourists arriving by air, mainly stay in élstand guesthouses, making use of the island’s
restaurants, supermarkets and car rental busine$bese tourists are called tlstay-over
tourists. By analyzing the total tourist arrivals at Prinedsliana International Airport Enterprise
(PJIAE), we can compare the yearly, quarterly arahtimly developments of arrivals at the
airport with previous years. We also use the H@etupancy Rate (OR), which we have
received from the St. Maarten Hospitality and Tra&dsociation (SHTA) as an indication of
developments in the tourist industry.

The economic impact of the stay-over tourists arVitarten is quite different from the group of
tourists arriving by cruise ship, tleguise tourists.The cruise tourist stays approximately one
day on the island. According to the St. Maartenig&riPassenger Survey that was conducted in
the third quarter 2002 by the Tourist Bureau, these tourists’ main activities during their stay
are: visiting beaches, water sports, duty-free phmgpand organized tours.

There is also a group of tourists who come to Saalkn via the waterways, they come with
(mega-) yachts and boats and anchor in the vanoarisnas and spend time on their vessels,
coming on land for provisioning or to visit the nyarestaurants and bars. This group is called
marine tourists The impact of this group on the economy as a hak been growing recently,
both in its contribution to the island’s revenussagll as to its employment (direct and indirect).

In this report, we will mainly focus on stay-overigals and cruise tourism.

5.1 Stay-Over Tourism

As mentioned above, the stay-over tourists arriv&b Maarten by air and stay at a hotel or
guesthouse, making use of the island’s restaurampgrmarkets, and car rental businesses. This
group of tourists will be divided into the followgrsub-groups based on their source destination:

North America
South America
Europe
Caribbean

Rest of the World
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5.1.1Yearly Developments

Stay-over tourism in 2004 was up by 11.10 percdreamcompared to 2003. At the end of 2004,
stay-over tourism compared to 2002 increased b9024. The number of stay-over tourists that
visited St. Maarten, last winter season continweshbw steady growth, proving that this market
is on a further rebound. As figures in 2003, haadgally begun to improve from the previous
year, which displayed critical effects from 9/1keStable 5.1.1 below for an overview of the
developments in stay-over tourism over the pasta8s/

Quarter 2002 2003 2004 % ch 04/03 % ch 03/02
1 111,794 118,665 141,200 18.99% 6.15%
2 92,905 103,022 116,499 13.08% 10.89%
3 82,356 92,126 100,460 9.05% 11.86%
4 93,272 113,774 116,873 2.72% 21.98%
Total 380,327 427,587 475,032 11.10% 12.43%

Table 5.1.1 Total Stay-over tourist arrivad 2002-2004

St. Maarten has noticeably benefited from increaday-over tourist arrivals in 2004, owing to
the strong marketing tactics of the Economic Repp¥aind (ERF) and the joint marketing of
the Leeward Island Partners (LIPS). LIPS consigifslands namely, St. Maarten, St. Matrtin,
Saba, St. Eustatius, Anguilla and St. Barths waykaointly to attract more tourism to the islands.
These islands are being marketed as one touriihdisn and more tourists are beginning to
see these islands in a new light. Another factoicivhas played a major part in the increase of
stay-over tourists during 2004, was the (re)intidaun of destination routes by Air Canada, Air
Transat and United Airlines.

5.1.2 Quarterly Developments

Quarter 1

In the first quarter of 2004, St. Maarten receid&d ,200 visitors through the Princess Juliana
International Airport. When comparing this amouatthe visitors arriving on the island by
airplane in the first quarter of 2003, an increa6&8.99% is recorded. Every market expanded
over the equivalent period a year earlier. A bigoerease of 26.3 percent was noted when
comparing the first quarter of 2004 to the sameéoplenf 2002, though the South American and
European markets had not fully recovered to leaelseved at the beginning of this millennium.
The table below present these totals in furtheaitley origin of the tourists.
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QRT 1-2002 QRT 1-2003 QRT 1-2004 Change 04/03 | Chang e 04/02
North America 66,825 77,580 91,298 17.68% 36.62%
South America 2,806 1,998 2,402 20.22% -14.40%
Europe 29,271 25,087 29,259 16.63% -0.04%
Caribbean 6,350 7,179 9,538 32.86% 50.20%
Rest of the World 6,542 6,821 8,703 27.59% 33.03%
Total QRT | 111,794 118,665 141,200 18.99% 26.30%

Table 5.1.2a Market Developments Quarter 1

Quarter 2

In the second quarter of 2004, a total of 116,4@8§-ever tourists visited St. Maarten. An
increase of 13.08% is observed, when reviewing pkrisod over the past year and still further
over 2002 (25.4%).See table beloywThough visitors travelling from North Americacacinted

for the largest group of visitors, during this peki the biggest increase was in the number of
visitors from the Caribbean, which rose by 25.6Vaurist arrivals from this group were highest
in the months of April and May which is expected, many visitors from the neighbouring
islands join in to celebrate the three-week catrfastivities held on the island. There was also a
twenty-five per cent increase in visitors from SoAmerica.

QRT 2-2002 | QRT 2-2003 | QRT 2-2004 | Change 04/03 | Chang e 04/02
North America 55,945 63,007 70,338 11.64% 25.73%
South America 2,650 2,382 2,976 24.94% 12.30%
Europe 19,473 19,669 22,238 13.06% 14.20%
Caribbean 7,358 9,199 11,554 25.60% 57.03%
Rest of the World 7,479 8,765 9,393 7.16% 25.59%
Total QRT Il 92,905 103,022 116,499 13.08% 25.40%

Table 5.1.2b Market Developments Quarter 2

Quarter 3

In the third quarter of 2004, St. Maarten receit€@,460 visitors through the Princess Juliana
International Airport. When comparing this amouatthe number of visitors arriving on the
island in the off-season of 2003, an increase 05%. can be recorded. A higher increase of
21.98% is noted when comparing the third quart&0if4 to the same period in 2002. The South
American market had a particularly weak performaincés arrival figures during this season,
while the European market increased considerabdytducontinued flexibility in spending the
euro.
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Qrt. 3- 2002 Qrt. 3- 2003 Qrt. 3-2004 % ch.04/03 | % ch.04/02
North America 41,576 47,522 53,515 12.61% 28.72%
South America 2,964 2,595 2,587 -0.31% -12.72%
Europe 17,617 19,112 21,347 11.69% 21.17%
Caribbean 9,670 11,287 11,510 1.98% 19.03%
Rest of World 10,529 11,610 11,501 -0.94% 9.23%
Total 82,356 92,126 100,460 9.05% 21.98%

Table 5.1.2c Market Developments Quarter 3

Quarter 4

During the last quarter of 2004, a total of 116,&f8&8y-over tourists visited St. Maarten. A
marginal increase of 2.72% is observed when revigwhis period over the past year; the
increase over 2002 was approximately 25 perceee (table below)hough visitors travelling
from North America accounted for the largest gradipvisitors, during this period, the biggest
increase was in the number of visitors from thet®d&merican market, which rose by 8.94%.
There was also a 0.47% increase in visitors froenGhribbean region.

Qrt. 4-2002 |Qrt. 4-2003 | Qrt. 4-2004 |% ch.04/03 | % ch.04/02
North America 50,553 63,683 67,671 6.26% 33.86%
South America 2,347 2,338 2,547 8.94% 8.52%
Europe 20,786 24,391 23,560 -3.41% 13.35%
Caribbean 9,988 12,248 12,305 0.47% 23.20%
Rest of World 9,598 11,114 10,790 -2.92% 12.42%
Total Qrt. 4 93,272 113,774 116, 873 2.72% 25.30%

Table5.1.2d Market Developments Quarter 4

5.1.3 North American Market

As shown in the pie chart below, the North Americaarket is the largest group contributing to
60% of total stay-over arrivals in 2004; with thejority of these tourists coming from the

United States. The market expanded by 12.32% wbempared to 2003. When compared to the
whole year of 2002, an increase of 31.61%--morg tinéce the increase of 2003.
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St. Maarten Tourist Arrivals 2004
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Chart 5.1.3 Market share Tourist Arrivals

Monthly analysis of this market show an increaspassenger traffic in each month from
January through March 2004, over the same peri@®@3 as well as 2002.
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Chart 5.1.3 North American Trend-line

In the graph above, the trend line is increasingnase tourists are making St. Maarten their
vacation venue, due to the opening up of new trdestinations by airlines such as Air Transat,
Air Canada and United Airlines. Along with the dlagy of airfares, cheaper accommodations
and more touristy attractions, stay-over tourisomfithis market remains strong.
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5.1.4 European Market

For the whole year of 2004, there were 96,404 etagy-tourists coming from the second largest
group: the European market. Of which the majorityvad from France (67%). Not surprising, a
9.23% increase in visitors from this market is dpt@hen compared to this period in 2003, as
the weaker US dollar, enable these tourists toimkjeeater value for their money. January
recorded the highest number of tourists visitirggrfrthis region, while all other months recorded
an increase when compared to 2003.

Trend
In reviewing the European trend illustrated in thert below, an almost level slope can be seen
in the past three years. Though the number of@sifrom this market remains below the level
of the late nineties, this year saw the highestwarhof European visitors since 2001. This can be
attributed to the marketing efforts carried ouflthe St. Maarten Tourist Bureau.
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Chart 5.1.4 European Market Trend-line
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5.1.5 Caribbean Market

Visitors from the neighbouring Caribbean islandscoainted for 9% of the market share
throughout 2004. In the third quarter, a slightreéase of 1.98% was noted from this market,
above the same quarter of 2003. While there wer@3% more visitors than were recorded in
this period of 2002. During the fourth quarter tmarket continued to show healthy growth.

Trend
In 2004 the Caribbean market has seen the modiadnasrease in stay-over tourism than any
year from 1999. This shows that St. Maarten isivéog more regional visitors than in recent
years.

Caribbean trend

14000

12000
10000

8000 + \./ —&— Caribbean
6000 < trend

4000 -
2000

Chart 5.1.5 Caribbean Market Trend-line
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5.1.6 South American Market

While, for the first time in three years, the Sodmerican market has shown an upward trend
when comparing the yearly figures over the previgesr. Visitors from this region, who arrived
on the island during the last half of 2004, havevain a 4.07% increase when compared to the
corresponding period of 2003. The increase spadlficduring the high season can be attributed
to the strong marketing system that St. Maartenrhpkace to this market.

Trend
As depicted in below chart, the South American reatlas been on a constant decline for the
past couple of years due to the bad economic mtuaf the continent. However, comparing the
last half-year of 2004 to that of 2003, the Southekican has made a positive recovery almost to
the status it reached in the last half-year of 2002
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Chart 5.1.6 South American Market Trend-line
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5.1.7 Rest of World Market

Total number of arrivals in this group was 22,264 the last half of year 2004. The last quarter
of 2004 has shown a decrease of 2.92% when compathd same quarter of 2003, while when
compared to the last quarter of 2002; an incredd2.d2% was recorded. More visitors arrived
on the island in the third quarter from this regiaith the month of August recording the highest
volume. An increase of 9.23% is noted in this poeer that of 2003.
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Chart 5.1.7 Tourist Arrival Totals/Trend-line - Rest of the World Market
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5.2 Occupancy Rate

5.2.1 Yearly Developments

In 2004, the average timeshare occupancy on thedskas 68.33 percent, compared to the same
period of last year when it was 66.92 percent. Hotem availability continues to be lower than
timeshare units, similarly its occupancy figures also well below, though the figures this year
shows that this margin is becoming smaller. Theiss %0.08% of hotel accommodation
occupied during 2004, this being 18.25 percent tbs: timeshare units, however it is an
improvement from last year when traditional hotebms recorded an occupancy rate of just
40.08% (26.84 percent lower than timeshare).

When comparing the quarterly developments of theipancy rates it must be noted that three
of the four quarters of 2004 showed a decrease whepared to 2003, furthermore, occupancy
levels did not reach the levels posted in 2000iMguthe first quarter of 2004 compared to 2003
the occupancy rate increased by 3.6 percentagésp@ip) the second quarter of 2004 displayed
a decrease of 5.3 pp. The third quarter also shavddcrease (2.5 pp) and the fourth quarter
showed a decrease of a whopping 10.9 pp. This deerean be credited to:

A very active hurricane season in the entire Cadlob

Lower room count: Great Bay Resort was closed fostrof

the year.
The following table depicts the developments ofupancy rates from 1998 through 2004.

Qrtl Qrt 2 Qrt 3 prt 4
1998 74.0 53.3 42.3 62.0
1999 74.7 53.7 50.7 58.0
2000 77.3 62.3 63.3 65.3
2001 69.3 55.0 42.7 41.0
2002 74.7 58.7 49.3 78.5
2003 73.3 56.7 52.7 61.3
2004 76.0 53.7 51.3 54.7
% change 04/03 3.64%| -5.29%| -2.53%| -10.87%

Table 5.2.1 Yearly Occupancies 1998-2004

When reviewing the occupancy rates on a monthlisbhstel room occupancy in July recorded
the most significant increase, as occupancy wentbyp50 percent in 2004 over the
corresponding month in 2003. Hotel room occupamoyned considerable increases in all other
months except for September and October when cadgarthe previous year. This decrease
can be attributed to these months being at thet béarhat was a very active hurricane season.
There were also moderate increases in the occuparayeshare units in each month of 2004
except for January, March and December. As to ¢lasan for these decreases, there can be a
moderate answer such as most timeshare owners'irstdneir respective countries (or travel
elsewhere) specifically to partake in winter hojisiduch as skiing etc.
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Occupancy rates (hotel and timeshare) 2003-2004
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5.3 Cruise Tourism

5.3.1 Yearly Developments

In 2004, St. Maarten welcomed 1,348,450 cruiseqrags's to its shores, compared to 1,171,734
in 2003. Cruise tourism continues to show steadytl, as this is the highest recorded figure in
the last fourteen yearSee chart below

Total Cruise arrivals 1991 - 2004
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Chart 5.3.1a Total cruise passenger arrivals 1991-2004

This count of 1,348,450 passengers can be attdhatan increase in the total number of tourist
ships that has chosen to berth in St. Maarten tdtaénumber of cruise vessels in 2004 was 668
compared to the 642 in 2003. The following charespnt an overview of cruise vessels over the
past number of years.

Cruise vessels 1995-2004
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Chart 5.3.1 b Cruise vessel totals 1991-2004
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5.3.2 Quarterly Developments

Quarter 1

The chart below indicates an increase of 19.86%uercruise passenger arrivals when comparing
the first quarter of 2004 (Jan-Mar) to that of 200Bhen compared with 2002, an increase of
34.26% is recorded, which is a bare increase of ¥4 to that of 2003. The overall amount of
passengers to the island in this quarter was 487,10

Cruise Passenger Arrivals for Quarter 1
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Chart 5.3.2a Cruise passenger arrivals Qrt 1 - 2004

Quarter 2

During the period April to June 2004, a total 06259 cruise passengers arrived on St.
Maarten. Compared to the 234,494 cruise touristsMisited during this period last year, a 26
percent increase is recordededigure 5.3.2b belowhis increase being the most significant
over the previous year since 2000.
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Cruise Passenger Arrivals for Quarter 2
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Chart 5.3.2b Cruise passenger arrivals Qrt 2 - 2004

Quarter 3

The chart below indicates an increase of 2.48%énctuise passenger arrivals when comparing
the third quarter of 2004 (July-September) to tbat2003. When compared with 2002, a

decrease of 8.70% is recorded, which is a baresdeerof 11.18 % to that of 2003. The overall
amount of passengers to the island in this quarsr182,601.

Cruise Passenger Arrivals for Quarter 3
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Quarter 4

During the period October to December 2004, a witdl23,090 cruise passengers arrived on St.
Maarten. Compared to the 386,028 cruise tourigts tisited during this period last year a 9.60

percent increase is recordededigure 5.3.2d belowhis increase is not as significant with the

percentage growth over 2002.

Cruise Passengers Arrivals for Quarter 4
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Chart 5.3.2d Fourth quarter arrival totals & Trend- line '98-'04

5.3.3 Monthly Developments

The table below presents the statistics of cruisgtovs for the months January through
December 2004. A comparison is provided with alsifeom two years prior; the data clearly
shows healthy growth on a monthly basis, as pagseangvements has risen in each month over
the corresponding period in previous years esggérathe months of the low season. This table
also shows a negative growth for the months of Augnd September. This can be attributed to
the active hurricane season, at which time a nurabesurist ships had cancelled their calls to
St. Maarten.
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Month 2002 2003 2004 % ch 04/03 |% ch 04/02
January 118,939 134,540 | 147,680 9.77% 24.16%
February 101,410 117,452 | 141,009 20.06% 39.05%

March 112,664 121,033 | 158,411 30.88% 40.60%

April 91,992 122,066 | 133,212 9.13% 44.81%
May 54,643 60,364 75,237 24.64% 37.69%
June 59,847 52,064 87,210 67.51% 45.72%
July 73,250 65,496 80,113 22.32% 9.37%
August 69,138 62,565 61,555 -1.61% -10.97%
September 57,617 50,126 40,933 -18.34% -28.96%
October 78,457 70,740 81,510 15.22% 3.89%
November 105,529 142,956 | 154,391 8.00% 46.30%
December 131,554 172,332 | 187,189 8.62% 42.29%
Total 1,055,040| 1,171,734 | 1,348,450 15.08% 27.81%

Table 5.3.3 Total Cruise Visitors per month

5.3.4 Trend

Cruise passenger arrivals have been on a constaefise since the materialization of a number
of major projects namely, the A.C. Wathey Cargo &i€e Facilities, The Boardwalk project
and the beautification of Frontstreet. Tourists avke to explore the Great Bay area by foot and
still make it back to the ship on time. There haeen dips in certain periods over the last few
years due to hurricanes and other calamities, bu¥i&arten has since recovered and is on the
continuous path of recovery.
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Chart 5.3.4 Cruise arrival trend-line 1997-2004
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6 Public Finance

6.1 Government Revenues
The government revenues are divided into eight reainces of income, namely:

Wage tax

Income tax

Profit tax

Time share tax

Rental tax

Vehicle tax

Room tax

Other revenues (i.e. fees, stamps, etc.)

Monitoring the public finance of the government @ine a good indication of how different
sectors of the economy are developing. Wage taonie tax and profit tax, the so-called direct
taxes, serve as indicators for developments inldheur market and the economic activity of
businesses. Similarly, time-share tax, rental tad eoom tax can be used as indicators for
developments in the tourism industry.

6.1.1 Yearly developments

The earnings of the Island Government of St. Maarexcluding Turnover Tax totaled Naf
155,961,044 in 2004. Thus rising by 10.3 percengénvcompared to 2003 when government
revenues amounted to Naf 141,435,791. This indicdsow signaling healthy growth in 2004, as
the growth rate was just 4.0 in 2003 above therpiar. Wage-, profit tax and ‘other’ revenues
were the leading income sources for the year.

Though, the earnings collected through tourism tedlataxes recorded explosive growth
throughout 2004. The tourism industry is respormsibl 5.6% of total government revenues for
2004. Room tax expanded some 74.7% relative to ,2808e rental tax noticed a growth of
50.2% over the same perio@de table below Collections from timeshare tax grew by 14
percent to Naf 4,714,292 in 2004 compared to 2d0f significant growth patterns among
these tourism related taxes are a result of mgmraus compliance measures which were carried
out by the relatively new claims department thaswsat up in May of 2004, as well as the
growth experienced within the tourism industry tighout the year.

34



Department of Economic Policy & Research
Annual Economic Report 2004

Government 2004 2003 % 04/03
revenues

Wage tax 97,880,430 89,574,137 9.3
Income tax 1,922,761 1,624,800 18.3
Profit tax 11,238,669 9,009,553 24.7
Time share tax 4,714,292 4,135,548 14.0
Rental tax 1,212,771 807,561 50.2
Vehicle tax 5,299,819 4,565,691 16.1
Room tax 2,855,843 1,634,475 74.7
Other revenues 30,836,459 30,084,026 2.5
Total revenues 155,961,044 141,435,791 10.3

Table 6.1.1 Total Government Revenues per catego003-2004

As depicted in the below-mentioned chart, totalegament revenues show a fluctuating trend
over the past six years. Revenues reached a diabfl41,435,791 in 2003 to rise to Naf
155,961,044 in 2004.

Total Government Revenues
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Chart 6.1.1 Total Gov't Revenues 1999-2004

6.1.2 Quarterly developments

The following section highlights the developmentsgbvernment revenues each quarter in the
past six years. The trend shows that in the eantqf the millennium, revenues collected were
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highest in the first 2 quarters of the year. Tihéndt has now changed whereby the majority of
earnings have been collected during the latterdfalie year.

Quarter 1

The highest amount of government revenues collent@804 were recorded during the first
three months of the year, totalling Naf 44,181,9868spite this fact, when compared to a year
earlier a small decrease of 0.74 percent is nétgdbuted mainly to a large decline in ‘other’
revenues of approximately 50 percent.

Tourism related taxes however, displayed majoreiases, namely, rental tax (71.78%), room tax
(67.03%) and timeshare tax (45.46%) when comparepiarter 1 of 2003. This was due in part

to the upsurge of 18.99% in stay-over arrivals miyithe same period. Worthy to note, these 3
categories were not large contributors to totaéreses collected, contributing just 0.90%, 2.28%
and 3.37% respectively. Wage tax on the other htdred)argest contributor (62.08%) towards

collected revenues, reported a 5.88% increasequaater 1 of 2003.

Revenues received in quarter 1
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Chart 6.1.2a Government Revenues Quarter 1- 2004

Quarter 2

The income of the Island Government of St. Maaiteguarter 2 of 2004 amounted to Naf

33,689,317. Nearly the same amount as the corrdgppmuarter of 2003 (see chart 6.1.2b).

During this quarter, significant decreases in ineotax and ‘other’ revenues were observed
when compared to the same period of 2003. Whileetivas a consistent increase in wage tax,
profit-tax and room tax over the correspondingqisiin both 2003 and 2002.
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Revenues received in quarter 2
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Chart 6.1.2b Government Revenues Quarter 2 2004

Quarter 3

During the third quarter of 2004, government revenshowed an upward trend, see table below.
Total revenues rose sharply by 27.5% to Naf 38818, The major reason for this increase was
the explosive growth in wage- and income tax of 2&8d 315.7% respectively. Both room tax
and rental tax rose by more than 50 percent inghster, relative to 2003. While time share tax
declined by 4.6% to Naf 1,017,541. Vehicle tax albowed a gradual increase of 4.1% to Naf
219,228 and finally ‘other’ revenues rose steadify\21.3 percent to Naf 6,941,392.
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Revenues received in quarter 3
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Chart 6.1.2c Government Revenues Quarter 3 2004

Quarter 4

Total collected revenues in the final quarter od2@ontinued along an upward trend. Earnings
amounted to Naf 39,981,354, the second highest aftex collections in the first quarter. This
was due mainly to a dramatic increase of 96 pelicethte ‘other’ revenues category. In contrast
however, was the sharp drop in income and profit @nce again the tourism-related taxes
showing the most significant increases for the tguar
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Revenues received in quarter 4
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Chart 6.1.2d Government Revenues Quarter 4 2004

6.1.3 Monthly developments

The following table shows the monthly developmeatstax collections for 2004, with the
highest recorded figure being in the month of Marthe months with the largest growth rates
over the previous year was August and Novembeeasing by 61.5% and 65.3% respectively.

During the tourist high season of St. Maarten, frbecember to April, the figures decreased
moderately. A decline of 1.7%was noted in Decemif@ipwed by a decrease of 1.2% in
January. In February 2004 government revenues dcbglightly to rise to 6.7% in March. In the
tourist off-season, collected government reveninesved an expansion. In July 2004, income
went up sharply by 33.9% compared to 2003 and 3¢@%fpared to 2002.

Overall wage tax contributed the largest part taltoevenues collected. It was responsible for
62.8% (yearly basis) of the total taxes receivedldnuary 2004, vehicle tax grew dramatically
by 199.2% to Naf 3,208,140 compared to 2003 andl128Zompared to 2002, reflecting a huge
increase in the number of vehicles on the island.
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2002 2003 2004 % 04/03] % 04/02
January 17,516,788 14,156,393 13,986,839 -1.2 - 20.2
February 16,474,097 13,774,000, 12,501,109 -9.2 -24.1
March 15,187,724 16,581,131 17,693,612 6.7 16.5
April 11,777,565 12,302,339 10,564,991 -14.1 -10.3
May 14,031,328 10,336,883 10,379,907 0.4 - 26.0
June 9,687,900 11,041,227 12,744,419 15.4 31.5
July 11,000,192 11,431,384, 15,309,124 33.9 39.2
August 13,855,622 7,830,578 12,647,112 61.5 -8.7
September 10,753,534 10,627,934 10,152,577 -4.5 -5.6
October 10,689,347 9,684,561 10,512,134 8.9 -1.7
November 8,911,821 9,264,740/ 15,316,378 65.3 71.9
December 10,145,415 14,404,621 14,152,844 -1.7 39.5
Total 150,031,333 141,435,791] 155,961,046 10.3 4.0

Table 6.1.3 Total Government Revenues per month 282004

6.1.4 Trend

The trend line for income tax illustrates a shagprdasing trend. In the next few years this trend
will most likely carry through, in light of the meares taken per January 1, 2005 by the
Government of the Island Territory of St. Maartelmew it implemented a 12.5 percent reduction
in income tax over the next two years. This woudtdhe Island Territory between Naf 10 and
12 million; however, the Central Government wilk@lprofit from this effort through higher
turnover tax revenuegSee trend-line income and turnover tax bglolihe reduction of income
tax is expected to have a positive effect on thenemy, as the average disposable income
increases.

Income tax per year

3,000,000 \\
2,000,000 \

1,000,000

7,000,000

6,000,000 A

7——‘\

5,000,000 -

4,000,000 - [ Income tax

Trend

Naf

0

1999 2000 2001 2002 2003 2004

Chart 6.1.4a Income Tax trend-line 1999-2004
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Chart 6.1.4b Turnover Tax trend-line 1997-2004
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6.2 AVBZ

The AVBZ (General Insurance on Special Medical Erges) is a social insurance against risks
that are difficult to insure. This includes chronlmesses, long hospitalization, long-term
psychiatric hospitalization and the care of memgtalhd physically handicapped persons. The
premium is 2% per annum. Single persons with aanetal income of maximal Naf. 5.200, -
and married persons with a net annual income ofimexNaf. 5.900, -, pay 1%. If the net
income enjoyed in a calendar year is more than 820.000, -, no premium is indebted for the
surplus. The premium of 2% is divided in 1.5% toe faccount of the employee and 0.5% for the
employer. Just like the AOV/AWW, the AVBZ is dirgctrelated to the employment figures.
The AVBZ is an even better indicator for employm#éman the AOV/AWW because workers,
who have reached the retirement age but are siilkiwg, also contribute to AVBZ but are not
required to pay AOV/AWW. This means that the entuarkforce is represented by the AVBZ
indicator.

6.2.1 Yearly Developments

Total AVBZ premiums collected for the year 2004 amted to Naf 12,120,157 an increase of
almost 28 percent compared to the year before, whenotal was Naf 9,489,804. This signals
major improvement in the labour market as 2003 a&\6 drop in the premiums collected for
that year over 2002.

AVBZ 1999 2000 2001 2002 2003 2004
Quarter | 2,114,18/71,941,330 | 2,541,743 2,655,560 2,473,724 3,173,854
Quarter |l 2,528,273,317,788 | 2,428,326 2,385,587 2,404,884 2,876,924
Quarter 11l 2,270,9422,044,344 | 2,221,823 2,283,244 2,365,710 3,293,438
Quarter IV 1,958,9742,158,639 | 2,230,201 2,321,853 2,245,487 2,776,442
Yearly Total |8,872,3778,462,101 | 9,422,094 9,646,243 9,489,804 12,120,157

Table 6.2.1 Developments in AVBZ 1999-2004

6.2.2 Quarterly Developments

Quarter 1

In the first quarter a total of Naf 3,173,354 waswanulated, this represents a 28% increase over
the first three months of 2003. Furthermore, itgaggs an upturn in the employment situation on
the island when compared to this period in 2003figiges at that time were down some 7
percent over the same period in 2002.
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Quarter 2

During the second quarter, an amount of Naf 2,8#,%as collected for AVBZ, when
compared to quarter Il of 2003; an increase of p@1gent is indicated. This year results’ present
a fair improvement when compared to previous yemshown in the figures presented in table
6.2.1 above.

Quarter 3

In the third quarter of 2004 a total of Naf 3,2%B4vas collected in AVBZ premiums, when
compared to the same period in 2003 which totdllafl 2,365,710. Hence a 39.2 percent
expansion.

Quarter 4

In the last quarter of the year AVBZ premiums te@INaf 2,776,442, in 2003 this figure was
Naf 2,245,487- an expansion of approximately 23t

6.2.3 Monthly Developments

The Federal Government collected a sum of Naf 1(BZB23 in AVBZ premiums for the month
of January 2004. This was the highest collectedwrnéor the half year 2004. A 34 percent
increase is observed when compared to January 280BZ premiums in April of 2004
accounted for the least collections acquired (N&3,854.86), however even in this month an
increase of 10.8%. was shown over last year.

6.2.4 Trend
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AVBZ Yearly Totals
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In reviewing the total amount collected in AVBZ prieims, over the past three years, it is noted
that a steady trend does not exist. Increases mademinimal, except for 2004, where a sharp
upturn can be seen. This has been the case widradenther indicators where it is clear that

increases in 2004 are much more significant thanlést couple of years. The outstanding
performance within this indicator however, may hassulted from improved collections due to

the assistance from the BAB (Tax accountants Bura),could also be a strong indicator of

expansions in the labour market.
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7 Construction Sector/ Building Permits

7.1 Yearly Developments

This sector is one of the island’s primary indwestrafter tourism; it is a multi-million dollar
sector that continues to display strong growth. @mg expansion in the tourism industry
compliments this growth, as increasing efforts la#gng made by the island government along
with its tourism partners in the private sectoreteecute various infrastructural improvements.
These will continue in the form of projects relatedut not limited to the beautification of main
roadways, beach improvements etc..

The majority of construction companies interviewedfirmed that 2004 was a good year for the
construction industry. Major improvements were dagpecifically in the second half of the year
when compared to 2003. A number of major commkprigects were launched in 2004 some
of which will continue in 2005; these included tH&ontstreet Beautification Project,
refurbishment/expansion of Great Bay Beach Re&irgse Il airport expansion, road upgrade
(airport boulevard to entrance Sonesta Maho Beado® & Maho roundabout, beautification
of Belair entrance to roundabout and opening ok&HBouse’ road for one-way traffic. Apart
from the above-mentioned there was also a visitdeease in the number of residential and other
commercial buildings being erected.

The following data provides an overview of the nembf building permits that were requested
and issued at the Dept. of Housing, Physical Prepn& Environment (VROM) throughout
2004. This gives some indication of the level olvngevelopments in commercial, residential
and other areas that took place during the yeawdkas, signals of possible further growth and
confidence in St. Maarten, in the near future.

Table 7.1a Requested Building Permits 2004/2003

Residential Commercial Other| Total Residential Commercial Other | Total
Qrt 104 72 11 29 | 112 |Qrt1' 03 58 11 11 80
Qrt 204 54 12 19| 85 |Qrt2°‘03 49 11 18 78
Qrt 304 74 6 31| 111 |Qrt 303 47 12 23 82
Qrt 404 71 6 11| 88 |Qrt403 54 10 23 87
Total ‘04 271 35 90 396/ Total ‘03 208 44 75 327
Table 7.1b Issued Building Permits 2004/2003

Residential Commercial Other| Total Residential Commercial Other | Total
Qrt1'04 23 6 8 37 |Qrt1’'03 24 0 3 27
Qrt2'04 38 6 18| 62 |Qrt203 24 3 6 33
Qrt 304 44 8 9 61 |Qrt3‘03 34 2 6 42
Qrt4'04 54 6 10| 70 |Qrt403 37 11 11 59
Total ‘04 159 26 45 230/ Total ‘03 119 16 26 161
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Construction activity in 2005 is expected to remainch the same as in 2004, or may even
improve slightly with some big ongoing projects reynthe Cupecoy Yacht Club, Aquamarina,
The CIiff and Rainbow projects, Belvedere homesjgmto as well as the start of the
refurbishment of Divi beach, expansion projectret A.C Wathey Cruise & Cargo Facilities,
Phase Il of the Boardwalk & construction of the ngavernment administration building.

Overall, there was a shortage of materials througl®04, especially of steel and cement
though some companies also reported shortagesth&dlocks. The scarcity of steel resulted
mainly from high demand in China, where major isfractural developments were being
carried out on a large scale. This in turn, caysetkes to sky rocket, and in some cases local
companies were paying more than 80% more per toithde the shortage of cement was due to
increased construction activity in Florida and otGaribbean islands, most likely because of re-
building efforts after a number of hurricanes whsttuck the region in 2004. Price increases for
sand and gravel were also prevalent since theptateof 2004 due to the strong euro, specifically
from suppliers based in Martinique. Problems witdivetry of materials from suppliers also
seemed to face many companies in 2004, as a tésiitpping delays and greater demand in the
region.

In contrast however, construction activity on Fiergt. Martin decreased considerably as the
euro continued to gain strength. As a result, sdraelware companies on the Dutch side
suggested that the construction slow down had nedptaffected sales from this market by

approximately 10 percent.

Capital investments are the leading category of mex@stments made in this sector throughout
2004. This was followed by marketing activities aadhployee training. In 2005, it was

suggested that investments will be focused on as@é inventory, buildings and marketing
efforts. Furthermore, employment is projected tarease as the majority of companies
suggested that additional personnel would be nedteslighout 2005. Namely: general

labourers, operators, supervisors, dredging & athtnative staff.

The following are some challenges that were idettiin the construction sector:

- High account receivables at year end, as a growurgber of individuals fail to meet
payment commitments on time.

Large scale contractors & construction companiesefie the most from large
commercial projects, as they usually have contrbetareen each other where the large
construction companies would supply materials li@r project in bulk and consequently
at lower prices. In some cases, large contractamg Im their own supplies.

Moreover, in some instances large companies use d@dgantages in size and sound

relations to purchase on such a large scale froppligus that smaller companies fall
short on supplies and their purchase are delayed.
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On the other hand, smaller sized construction comegagain from small scale
contractors, private residential projects and docadly from a big project if a certain
material have been depleted and not yet supplied.

Subsequently, some hardware stores & local cowiredbok towards government to

implement policies which will protect such busiressnd ensure that they too can reap
benefits from the increase in big projects on ghend.
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8 Banks

The monitoring of the banking industry’s developtseis also one of the key economic
indicators, which we have deemed as important terésin a pulse on the economy of St.
Maarten.

The banking information for St. Maarten is splifoifiour categories, namely:

Resident deposits
Resident loans
Non-resident deposits
Non-resident loans

Residents are bank account holders residing onhDBtc Maarten while non-residents are
residents of other countries/islands with accoamtisanks on Dutch St. Maarten. In this report,
we mainly concentrate on resident deposits andeasioans.

8.1 Resident Deposits

Deposits could be split into 3 categories namemaed, savings and time deposits. Demand
deposits are also more commonly known as currertusnt depositsTime deposits are deposits
that are made on a long-term basis.

8.1.1 Yearly developments

The total deposits for the year of 2004 amounteldAd 9,844,730,000 which when compared to

the same period of 2003 shows an increase of 15.918&n looking at the amount of deposits

made for the year of 2002, an increase of 21.33% n@eorded in comparison to deposits made
in 2004. Demand deposits contributed to the migjasf deposits made during 2004. This

contribution was 39.4%. Time deposits accounted3 of the deposits made while savings
deposits accounted for 28.3%. Demand deposits @@4 2saw an increase of 20.9% when
compared to 2003. Saving deposits increased by 9vBié time deposits showed increases of
16.7% when compared 2003.
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Yearly resident deposits 2000-2004
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Chart 8.1.1 Yearly resident deposits 2000-2004

8.1.2 Quarterly developments

Quarter 1

Total resident deposits for the first quarter oD20amounted to NAf 2,343,401,000. When
comparing this amount by the amount of residenbdigp made in the same period of 2003, an
increase of 12.25% was noted. Residents’ demapdsite, which also accounted for the
majority of the deposits made (38.85%), increasgdlB.8% in the first quarter of 2004

compared to the first half of 2003.

The residents’ savings deposits increased by 7.8fke wesidents’ time deposits increased by
9% in the first quarter of 2004 compared to theesponding period in 2003. Demand, savings
and time deposits for the first quarter of 2004 eéased by 15.5%, 17.8% and 2.3% respectively
when compared to the same period of 2002.

Quarter 2

Of the first three quarters of 2004, the secondritquahowed the most deposits made so far
amounting to NAf 2,471,891,000. In the second auadf 2004, the total resident deposits

showed an increase of 13.2% when compared to tbendequarter of 2003. In the second

guarter of 2004, residents’ demand deposits ineckdy 16%, savings deposits increased by
10.2% and time deposits increased by 12.6% comparduk same period in 2003.

Quarter 3

The deposits for the third quarter amounted to [84#50,694,000, noting an increase of 17.2%
when compared to the same quarter of 2003. Demeapdsits again contributed to the majority
of the deposits made (39.6%). When comparing dendapdsits made in the second quarter to
these deposits made in the same period of 2003naease of 25.6% was recorded, while
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savings and time deposits showed increases of &r&¥d7.9% respectively when compared to
the second quarter of 2003.

Quarter 4

Quarter four saw the most deposits made during ,208dng an amount of NAf 2,578,744,000.
When comparing the amount of deposits made indhgh quarter of 2004 to the corresponding
period of 2003, an increase of 19.4% could be sEkis. was also the biggest increase 2004 has
seen compared to 2003, however not contributingrbprity of the deposits made during this
quarter. During this quarter, time deposits sawliggest increase when compared to the same
quarter of 2003. This increase amounted to 27.8%ewime deposits contributed 32.9% of the
deposits made during this quarter. Demand dep@mitthis quarter increased by 23.3% when
compared to the same period of 2003 while savieg®sits also saw an increase of 6%.

Resident Deposits 2000-2004
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Chart 8.1.2 Quarterly Developments Resident Depdsi2000-2004

8.1.3 Monthly developments

The largest increase in the first half of 2004 @ménd deposits occurred in May. The demand
deposits increased in this month 21.6% comparethéocsame month in 2003. In April 2004,
demand deposits were at its lowest for the first ®fa2004 with an increase of 13.6%. Savings
deposits increased by 11.3% in January 2004, ths the largest increase in the first half of
2004 compared to the corresponding month of 2008eTeposits increased most during June
2004, showing an increase of 17.9% when comparédrie of 2003.
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For the second half of 2004, the month of Novembeorded the biggest increase in then total
deposits made for this period of 21.9% compareddeember 2003. Every month of the second
half of 2004, saw an increase of over 20% exceigoember, which only recorded an increase
of 14.4% when compared to December of 2003.

Savings deposits from July to December 2004 all smreases under 10%, with the highest
increase being in August, noting 8%. Time deposéw the highest increase in December,
recording an increase of 34.7% compared to Deceofl#2003.

8.1.4 Trend
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Chart 8.1.4 Trend-line Resident Deposits 2000-2004
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8.2 Resident Loans

Resident loans can be divided into the followintggaries: business loans, individual loans such
as current account loans, time loans and mortgagg®ther loans such as loans to the Central
and Insular Government. The sum of current acclmamts, time loans and mortgages make up
the individual loans.

8.2.1 Yearly developments

The total loans for 2004 amounted to Naf 8,971@80., An increase of 8.5% was noted when
compared to the loans in 2003. Business loans ghaveninor decrease of 0.03%, while
individual loans showed a significant increase @562 when compared to 2003. Business loans
accounted 53.8% of the total loans for 2004, winitkvidual loans accounted for 46.2%.

When dividing the individual loans into its respeetcategories, current account loans showed a
decrease of 43.6% in 2004 compared to 2003. Tiramsloncreased by 48% while mortgages
increased by 8.8%. Of the three categories, moetgagcounted for the majority of the loans for
2004 with 59%. Two reasons could be attributedht® ihcrease in mortgages, one being that
individuals have increasing confidence in the ecopof St. Maarten unlike the business sector
and the competitive rates that the banks have b#ening, making a mortgage an attractive
offer.

8.2.2 Quarterly developments

Quarter 1

The total loans by residents increased by 5% infitse quarter of 2004 compared to the first
guarter of 2003. Current accounts saw a major dseref 63.4% when compared to the same
period of 2003. Business loans also decreased #§%d.in the first quarter of 2004 when
compared to the corresponding period in 2003. idda loans increased by 14.88% and
mortgages and time loans increased by 14.93% ar&®%ilrespectively. Mortgages accounted
for the majority of the individual loans grantedi@unting to 65.44%.

Quarter 2

The second quarter of 2004 saw an overall increds&1% when compared to the second
quarter of 2003. Business loans for the secondtguaf 2004 again saw a decrease when
compared to the same period of 2003, recordingceedse of 2.8%. Total individual residents’
loans increased by 18.6%. This increase was médindyto the increase of 13.6% in mortgages in
the second quarter of 2004 since mortgages acdourthe majority of the individual loans
(62.09%).
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Current accounts showed a large decrease of 58488& second quarter of 2004 compared to
the second quarter of 2003 but have minimal imp@ciause current accounts contribute less
than 1% (0.90%) of the total individual loans geghtTime loans also increased by 34.66% in
the second quarter of 2004 compared to the cornespg period of 2003.

Quarter 3

In the third quarter of 2004, a total of NAf 2,25698,000 was granted for loans. An increase of
9.6% was noted when comparing loans granted fod 20@hat of 2003. Business loans for the
third quarter of 2004 saw a minor decrease of tleas 1% (0.2%) when compared to the same
qguarter of 2003, while individual loans saw an @age of 22.8% when compared to the
corresponding period of 2003. Of the individualnsaranted, current account loans again saw a
decrease of 32.6% when compared to the third quair2003. Time loans saw a major increase
of 62.7% when while mortgages saw an increase28b4vhen compared to the same quarter of
2003.

Quarter 4

Although the individual loans for the fourth quartdf 2004 saw a bigger increase of 25.3%
when compared to the same period of 2003, busilbess accounted for the majority of the
loans taken for 2004, amounting to 53.4%. Busithesss for the fourth quarter of 2004 saw an
increase of 4.3% compared to the fourth quart@06#.

This is the only quarter that current account logens an increase during the entire year of 2004.
This increase amounted to 6.2% when compared tacah@sponding period of 2003. Time
loans saw the biggest increase for the fourth guamécording an amount of 71.2%. Mortgages
saw a minor increase of 3%.

Resident loans 2000-2004
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Chart 8.2.2 Quarterly Developments Resident Loansd0-2004
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8.2.3 Monthly developments

Business loans for 2004 continually saw decreaeesthie first half of that year with the
exception of January. January 2004 was the onlytmthvat showed an increase of 0.9% when
compared to the same month of 2003. February, Makphil, May and June 2004 all saw
decreases of 3.4%, 3.5%, 3.4%, 2.6% and 2.2% riagplgovhen compared the same months of
2003.

During the second half of 2004, only the month afAst saw a very minor decrease of less than
1% (0.01%) compared to August 2003. July and Semerd004 both saw increases of less

than1%, noting 0.2% and 0.4% respectively when @i to the corresponding months of

2003, while October, November and December 2004isengases of 2.5%, 2.6% and 8% when

compared to the corresponding months of 2003.

April 2004 showed the largest increase of individoans granted in the first six months of 2004
when compared to January to June of 2003. Jankabyuary, March, May and June 2004 also
saw increases of 11.5%, 14.9%, 18%, 13.5% and 20e3¢ectively. In all of the months of
2004, mortgages were the main contributor to thBvidual loans granted. Although current
account loans showed decreases for 10 of the 1Z2hs@i 2004 compared to the respective
months of 2003, the contribution was minimal. Tiloans for all of the months of the first half
of 2004 showed increases of over 15% while durregsecond half saw significant increases of
over 50% when compared to the months of 2003 whéecontribution accounted for over 30%
of the loans granted during all the months of 2004.
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8.2.4 Trend
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9 Utilities
9.1 Electricity Production

9.1.1 Yearly Developments

The GEBE power plant produced a total of 250,529,8%/h of electricity in 2004, when
comparing this amount to the year 2003, a modenatease of 3.15% is noted. Compared to
2002, an increase of 9.98% can be found. The pyimantributor to the total production in
2004, was commercial electricity production. Thecter accounted for 55.8 percent, while
domestic production contributed to 30.8%. It isidedd that the utilities connection is reaching
its growth limits, therefore resulting in only margl growth in both the domestic and
commercial sectors. The closure of Great Bay ReBwmrta number of months during its
renovation also impacted production figures duthmgyear.

Domestic Commercial Large Consumer Total
Quarter 1 17,528,703 34,295,763 9,233,294 61,057,760
Quarter 2 19,008,006 34,645,234 8,676,410 62,329,650
Quarter 3 21,032,329 35,717,443 8,257,590 65,007,362
Quarter 4 19,750,075 34,232,592 8,152,090 62,134,757
Total 77,319,113 138,891,032 34,319,384 250,529,529

Table 9.1.1 Electricity Production (kwWh) 2004 per garter per category

Domestic Electricity Production

Domestic electricity production in the first half 2004 amounted to 36,536,709 kWh. When
compared to the same period of 2003, an increaSela®o can be seen, while when compared to
the first half of 2002, an increase of 36.21% itedo

Total domestic electricity production in the secdvadf of 2004 was 40,782,404 kwh, compared
to the same period of 2003, an increase of 17.348bserved.

Commercial Electricity Production

Commercial electricity production in the first 6 mbs of 2004 when compared to the
corresponding period of 2003 saw an increase dh5When the same months of 2004 are
compared to January to June of 2002, an increa%®.47% is seen.

This sector saw a small increase of 1.9 percenhglaine second half of 2004 when compared to
the corresponding period of 2003.
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Large Consumer Electricity Production

The large consumer sector contributed the leashdatotal amount of electricity produced in
2004. During the first six months of the year prattin declined by approximately 2 percent
relative to 2003. In the second half of 2004, arel@se of 3.99% is noted. One of the reasons
being, a relatively low hotel room occupancy in tfeseason, which showed its effects in the
large consumer electricity production. As well aslden competition by companies like
supermarkets who use big generators to refill thein electricity.

9.1.2 Quarterly Developments

Domestic Electricity Production

Quarter 1

Domestic electricity production in the first quartef 2004 amounted to 17,528,703 kWh.
Comparing this amount to the first six months oD20an increase of 3.55% can be seen.
Looking at the comparison between the first halR004 and the corresponding period of 2002,
an increase of 11.27% is observed. Households ibated 28.71% of the total electricity

produced in this quarter of 2004.

Quarter 2

In the second quarter of 2004 production for thenéstic market contributed 30.5% to total
production. When comparing the amount of domeséctecity produced in the second quarter
of 2004 to that of the same period of 2003, aneiase of 6.64% was recorded. An increase of
12.92% can also be noted when comparing the sarospg 2004 to that of 2002.

Quarter 3

Domestic electricity production in the third quarief 2004 amounted to 21,032,329 kWh.
Comparing this amount to the same period of 2003nerease of 7,81% can be seen. Looking at
the comparison between the corresponding peri@d@2, an increase of 13,18% is observed.

Quarter 4

In the final quarter of 2004 production for the destic market contributed 32,35% of total
production. When comparing the amount of domesgctecity produced in the fourth period of

2004 to the same period of 2003, a small incredde99% is recorded. An increase of 7,70%
can also be noted when comparing the same peria@Gzf to that of 2002.

57



Department of Economic Policy & Research
Annual Economic Report 2004

Commercial Electricity Production

Quarter 1

Commercial electricity production in quarter |, tdibuted the majority of the electricity
produced, showing an amount of 56.17%. When comgdhe amount produced in this quarter
to what was produced in the same quarter of 2008)@ease of 3.96% while when compared to
the first six months of 2002, a substantial inceeais22.49% is recorded.

Quarter 2

Electricity production for commercial purposes l tsecond quarter of 2004 also saw increases
when compared to the corresponding period of 208 2002. These increases amounted to
6.25% and 16.53% respectively

Quarter 3

Commercial electricity for the third quarter of 20@vhen compared to the same period in 2003,
expanded by 3,35 percent. A substantial increasi @&2% is noted when comparing the third
quarter of 2004 to that of 2002.

Quarter 4

A smaller increase can be seen when comparingotiméhf quarter of 2004 with the same period
in 2003 of 0,44%. When comparing the same perid2Di¥ to that of the fourth quarter in 2002,
an increase of 4,89% is recorded.

Large Consumer Electricity Production

Quarter 1

Large consumer electricity production for the fisst months of 2004, when compared to the
same period of 2003, saw a decrease of 2.79% andashigger decrease of 6.43% when
compared to the first six months of 2002.

Quarter 2

Large consumers, which contributed 13.92% of thel telectricity produced in the second
guarter of 2004, saw an increase of 3.04% when aoapto the period of January to June of
2003. When compared to the same period of 2008ceedse was once again seen of 6.48%.

Quarter 3

Large consumer electricity production for the thartd 4th quarter contributed the least to the
total amount of electricity production. When compagrthe third quarter of 2004 with 2003, a
decrease of 0,79% is measured.
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Quarter 4

When looking at the last quarter of 2004, a de@e®s,03% can be seen when compared to
2003. When comparing the amount produced in theHayuarter of 2004 to that of 2002 a small
decrease of 0,64% is noted.

Electricity production for 2004
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Table 9.1.2 yearly development Electric productiorior 2002-2004

9.1.3 Trend

After analyzing the facts and figures of 2004, asrall three sectors namely domestic-,
commercial-, and large consumer, slight increasesshown in both domestic and commercial
production while production for large consumers egppto be on the decline. The trend is
starting to show a slight downward slope.
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Trend Domestic, Commercial and Large Consumer elect ricity sales
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9.2 Water production

9.2.1 Yearly Developments

Contrary to the electricity production for 2004, evl the commercial sector contributed to the
majority of the total electricity produced, domestiater production contributed the majority of

the total water production in 2004. Domestic wadecounts for 63,73% of total water

production in 2004. This is an increase compareatieds,09% it accounted 2003. The following
table provides a breakdown of water productionrigguper category in each quarter of 2004.

Domestic | Commercial | Large Consumer | Total
Quarter 1| 445,748 188,006 98,831 732,585
Quarter 2| 472,276 172,183 88,346/ 732,805
Quarter 3| 486,794 156,014 93,653 736,461
Quarter 4] 467,543 176,283 92,393 736,219
2004 1,872,361 692,486 373,223| 2,938,070

Table 9.2.1a Water Production (kWh) per quarter percategory

9.2.2 Quarterly developments

Domestic Water Production

Quarter 1

Domestic water production in the first 3 monthstlod year amounted to 445,748 m3. When
comparing this amount to the amount produced infitisé 3 months of 2003, an increase of
4.84% was recorded, while when compared to the gasmed of 2002, an increase of 9.03%
was noted. In this quarter, domestic water produactontributed to the majority of the water
produced, accounting for 60.85% of the total.

Quarter 2

When comparing the amount of water produced forekiim purposes for the second quarter of
2004 with the amount produced in the correspongiergod of 2003, an increase of 7.67% was
noted. When compared to the same period of 200\caease of 10.92% was seen.

Quarter 3

Domestic water production in the third quarter bé tyear amounted to 486,794ms3. When
comparing this amount to the amount produced irthilid quarter of 2003, an increase of 5,50%
was recorded, while even compared tot he samegerid002, an increase of 9,28% was noted.
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Quarter 4

When comparing the amount of water produced forekiim purposes for the fourth quarter of
2004 with the amount produced in the correspongdarigpd of 2003, an increase of 6,37% was
noted. When compared to the same period of 200&capase of 10,25 was noted.

Commercial Water Production

Quarter 1

Water production in the commercial sector in thstfhalf of 2004 accounted for 25.66% of the
total water produced in that period. When compatitegwater produced from January to March
2004 to the corresponding period of 2003, an irsgeaf 2.72% was noted. Looking at the
comparison between the water produced in the Haftof 2004 to that of the first half of 2002,
an increase of 12.11% was recorded.

Quarter 2

Commercial water production amounted to 172,210mtBe second quarter of 2004. When this
amount is compared to the same period of 2003 narease of 4.16% is seen. Coincidently,
when comparing the amount of water produced irsde®ond quarter of 2004 to that of the same
period of 2002, an increase of 12.11% was noteghesas when the first quarter of 2004 is
compared to the same period of 2002.

Quarter 3

In the third quarter of 2004 water production actded for 23,98% of the total water produced
in that period. When comparing the water producethfthis quarter to the corresponding period
of 2003, a decrease of —3,09% is noted. This dsersadue to the rain season that starts in the
third quarter. This is the only period in 2004 thegisters a decrease compared to 2003. Because
of the use of cisterns companies don’t use up kA argount of water in that period. Looking at
the comparison between the water produced in tiné lialf of 2004 to that of the third half of
2003, an increase of 2,50% was recorded.

Quarter 4

Commercial water production amounted to 176,283ntRé last quarter of 2004. When this
amount is compared to the same period of 2003ge lacrease of 11,16% is seen. Looking at
the comparison between the water produced in fdwathof 2004 to that of 2002, an increase of
10,51% can be seen.

Large Consumer Water Production

Quarter 1

Large consumer water production amounted to 981831for the first three months of 2004.
When comparing the amount produced in that perothé corresponding period of 2003, an
increase of 6.41% was noted. When compared the pan@d of 2002, an increase of 17.26%
was recorded.
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Quarter 2

Water production for large consumer use for th@seéaquarter of 2004 amounted to 88,346 m3.
When a comparison is made with the correspondimgpghedf 2003, an increase of 11.03% is
recorded, while when compared to the same peri@d@2, an increase of 12.92% is seen.

Quarter 3

Large consumer water production amounted to 93r653or the third quarter of 2004. When
comparing the amount produced in that same peonbdhé corresponding period of 2003, an
increase of 23,92% was noted. When compared the panod of 2002, an increase of 34,25%
was recorded.

Water production per quarter 2002-2004
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Table 9.2.2 Water Production per quarter 2002-2004
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Quarter 4

Water production for large consumer use in the d¢pstrter of 2004 amounted to 92,393 m3.
When a comparison is made with the correspondimgpghedf 2003, an increase of 14,75% is
recorded, while when compared to the same peri@)@2, an increase of 25,96 is seen.

9.2.3 Trend

The trend line for domestic water sales seems tshbeing a continuing increase, after a slight

decrease in the last quarter of 2003. The treredfon commercial water sales shows a constant
path although there has been an increase in totabar of businesses in 2004. The trend line for
large consumer water sales has been showing aysteadase in 2004.

Trend Domestic, Commercial and Large Consumer water production
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10 Cargo Report (SMPA)
10.1 Introduction

The 2004, cargo industry report of SMPA is analybaded on container traffic, break bulk
cargo by weight, and break bulk cargo by volumereaR bulk cargo by weight consists of
automobiles, boats, sand, gravel, steel, fish, Wemuipment and general cargo. Break bulk
cargo by volume consists of bottles, cylindersnuswand lumber. General cargo represents the
required materials and goods necessary for reftabgildings and infrastructure (e.g. household
and retail goods) as well as regular maintenanSeme of the general cargo is sometimes
imported by weight and some are imported basedtme.

The most prevalent containers used by SMPA ar@@hfoot and 40-foot containers of which

the 20-foot container is represented by the terlBUTL TEU = one 20 foot container. The 40-

foot container will be considered two TEU’s. Théommation used in this analysis is based on
statistical information from SMPA for the year 2004

10.2 Container Types

The container traffic at SMPA is comprised mostly20® foot and 40 foot containers with
occasionally a 30, 35, 45, 48 and 60-foot contailmre2004 the 40-foot container dominated the
market representing a 61.5 percent market shargd@ontainers took a 35.6 percent slice of
the pie and ‘other’ containers constituted a si2alpercent of the market. Compared to the year
before when the 20-foot container represented a #@&8tket share, the 40-foot container
indicated a 52.3% market share and ‘other’ containgpresented 1.8 percent of the market.

10.3 Container Traffic 2004/2003

Container traffic in 2004 expanded by some 5,081aioers over 2003, which is an increase of
approximately 13 percent (See table 10.3 below)iriguthe year 2004, inbound traffic was

more prevalent than the containers making their au#tyof the island. Just two years prior, this
was the reverse with outbound traffic contributthg highest to the total number of containers
being transported through the harbour.

2002 2003 2004 % ch 04/03 | % ch 03/02
Outbound containers 15,563 18,815 20,461 8.7% 20.8%
Incoming containers 15,460 18,827 22,262 18.2% 21.7%
Total 31,023 37,642 42,723 13.5% 21.3%

Table 10.3 Container Traffic 2004
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Containers by agents
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Chart 10.3 Market Share Shipping Agents 2004

Based on the container traffic data for 2004 Insn&XM Port Services, SEL Maduro and
Carib Handeling account for most of the market shawith 48%, 25%, 12% and 8%,
respectively. While Intermar shipping remains bwsthe market, their share decreased by 5%
when comparing 2004 with 2003. SXM Port Servigedidated a 2.9% market growth in the
same period.

According to the cargo statistics of 2004, SMPAdiad a total of 66,400 TEU'S, compared to
47,970 in 2003.

10.4 Break bulk Cargo by weight

Information from the SMPA statistics, shows a numifegoods that are imported and exported
at SMPA, which consist of lumber, steel, automahikgtc., and a wide variety of other products.
These products are not usually shipped in the owers but are considered to be break bulk
cargo by weight, though some are occasionally gudpy containers. The following table lists

these products per category from 2002-2004.

Goods 2002 2003 2004' %ch %ch
2003/2002J2004/2003
Automobiles 5,032 5,049 19,651 | 0% 289%
Boats 127 201 381 | 58% 90%
Fish 11,168 4,077 2,600 | -63% -36%
Steel 889 1,287 433 | 45% -66%
Cement 25,837 65,489 | 1,100,849 I 153% 1581%
Gravel 65,681 26,415 19,709 | -60% -25%
Heavy Equipment 760 1,929 2,719 | 154% 41%
General Cargo 38,877 20,343 27,866 | -48% 37%
Sand M3 20,200 36,950 53,165 || 83% 44%

Table 10.4 Break bulk cargo (in tons) 2002-2004
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Automobiles

In 2004, automobile cargo increased by 289% whenpewed to the previous year 2003. This
increase highlights the level of demand on thentslaithin a relatively short time span as the
percentage growth in 2003 over 2002 was a bareaserof less than 1 percent.

The amount of imported cars was at an all new mdg004, due to an increase in the amount of
imported cars for car rentals. Simultaneously, dealer companies on the Dutch Side and
French side (e.g. Vlaun and Sons, Super Bikes b&ug been importing new and used cars,
which contributed to the overall imported cars.

Boats

When looking at 2004 compared to 2003, there wamenease of 180 boats or 90% growth.
This market has just a 0.2% market share, whidaf Igtle significance in comparison with the
total market.

Fish

SMPA handled 2600 tons of fish in 2004, a decredsg6% compared to 2003. In 2003 fish

cargo amounted to 4077 tonnes which constitutedcaedsed of 10% compared to 2002. This
decrease was due to the export of fish being chaig by container and not by weight. This was
indicated by the break bulk cargo by weight indiogimported fish only.

Cement and Steel

In 2004 a total of 1,100,849 tons of cement waslleghthrough SMPA compared to

65,489 tons in 2003. This tremendous increase wassa solely the result of a huge shipment
from BBW in March 2004, whereby 1,036,209 metrindaf raw cement was brought in and
pumped directly into the silos.

The scarcity of steel on the island throughout ykar, has also been reflected in the cargo
figures as a 66 percent decline has been noted20@s.

Sand

In 2004, sand showed an increase of 16,771 m3 theeprevious year 2003. This may be a

direct result of the boost in the number of infrastural improvements that took place in 2004.

Some companies in the construction industry alported shortages in sand throughout the year,
which may explain a near 50 percent cut in the ginoate when compared to a year earlier.

General cargo

In 2004, general cargo increased by 523 tons or @Fh#n compared to 2003. General cargo is
driven by the demands for repairing buildings amfdaistructure damaged by hurricanes as well
as regular maintenance. Based on the latter, SArtBfahad not been struck by any hurricane in
2004, therefore more cargo was able to be processed
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Chart 10.4 Break Bulk Cargo 2004

Outbound Cargo in 2004 was comprised mainly of ggneargo, such as cement and heavy
equipment. These cargos are exported to the ralgislands. While inbound cargo consisted
primarly of automobiles, cement, sand and genesafjacc Cement represent 93.75% of the
inbound cargo, while general cargo represents 2.37%

10.5 Break Bulk Cargo by Volume

As was mentioned above, break bulk is consideredigidems that are imported and exported at
SMPA via containers. However, some cargo is defihgdveight and others are defined in
volume. The items mentioned below are measuredchadyed based on volume, as they are
high volume goods.

In cubic Meters % contribution % Change| %Change
Goods 2002 2003 2004 2004 2002/2003] 2003/2004
Bottles 542 638 369 -42% 17.7% -42.2%
Cylinders 368 702 600 -15% 90.8% -14.5%
Drums 39 16 17 6% -59.0% 6.3%
Total 949 1356 986 -50% 50% -50%

Table 10.5 Break Bulk cargo 2002-2004 in cubic mexts
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Bottles
When comparing 2004 to 2003, bottles showed a dseref 42 percent. Contrary to 2003 when
an increase of 17.7% was indicated over 2002. As mvantioned in the cargo industry report
from 1996, exported bottles are primarily recycfed the soft drinks companies in the other
islands. These bottles are shipped by inter isl@sdels to the neighbouring islands.

Cylinders
Cylinders are the LPG cylinders that are used énhithusehold as cooking gas. In 2004 cylinders

showed a decrease of 14.5% when compared to 200&Mer it increased by 90 percent over
2002.

Drums
In 2004 drums indicated a moderate increase of B%n compared to 2003. However, when
2003 was compared to 2002, drums decreased by B8%ed on the cargo industry report of
1997, drums are used for petroleum use and doepoésent much in the overall trade volume.
The weighted average (contribution) of drums in280only 2%, which is of little significance
to the overall trade.
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10.6 Vessel totals per category

The following table presents an overview of thatoumber of vessels that entered our harbour
throughout 2004 versus 2003.

Vessel Type Quantity 2003 Quantity 2004
Automobile carrier 7 4
Barge 145 163
Cable ship 2
Cargo 91 151
Cargo/ Pax 6
Cement carrier 48 28
Charter vessels 1 44
Coast Guard 2 2
Container vessel 611 769
Cruise ships 642 668
Fishing vessel 94 105
Inter-island cargo 832 693
Motor yacht 26 11
Naval vessel 6 2
Oil Material Service 1
Passenger vessel 52 113
Power boat 17 23
Research 1
Sailing vessels 1526 285
Tankers 123 106
Tender service 1 2
TUG 169 195
Yachts 620 78
Lumber 1

5014 3452
Total

Table 10.6 Vessel Types entering the harbour 200924
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11 Gasoline Industry Report 2004

11.1 Introduction

The gasoline industry report is written solely framleaded gasoline (ULG) retail volumes of
the gasoline stations. Commercial businesses andasavere not included.

In assessing the retail volumes of the gasolineigtrg for 2004, there is clearly a sign of
expansion in the market. Both Shell and Texacdicoe to show growth as both companies
indicated double-digit increases. Although the EheSide has tried to maintain lower prices,
consequently, with the exchange rate of the Euminay the dollar remaining high and the
escalating world market oil prices, the price af #rench side has remained relatively the same
or even slightly higher than the Dutch side whekiniithe aforementioned into account. During
this period the consumer became extremely priceéa@ouns. Any price increase was noticeable
in the volumes of the retailers and in particuldhlg stations closest to the border.

This was especially noticeable in the increasealessby the gasoline stations that are in close
proximity to the borders as these same stationg weverely affected with the implementation

of the White Pumps in 1998. In addition, the insee&n tourist arrivals also contributed to the

increase in sales as the tourism industry expamnudxbth the cruise and stay-over sectors for
2004 relative to 2003.

During the year 2003 and 2004, the industry in@daan upward trend; however, there are the
normal trends/patterns of the industry that arecaéid by the seasonal characteristics of the
tourism industry. For 2004, both Shell and Texa@maged to increase sales when compared to
2003, which suggest market growth.

11.2 Annual Developments

Based on the retail sales volumes submitted byl &hdl Texaco (i.e. the industry) for 2004, the
gasoline industry sales amountedtig 301,135 litres. When compared to 2003, thailreales
observed an increase of 19%. This increase iseatdiesult of the increase in the volumes of
both Shell and Texaco, as Shell and Texaco indicateincrease of 21% and 18% respectively,
when comparing 2004 over 2003.

When a comparison of 2004 was made to 2002, thestndindicated an increase of 35%. In
assessing the volumes of the wholesalers ShellTardco for 2004 to that of 2002, Shell and
Texaco indicated an increase of 31% and 39% raspict Due to the delayed effects of 911
that carried over into 2002, a comparison of 2@0dhade with 2001.

When we compare 2004 to 2001, the industry inditaie increase of 43%. Looking at Shell
and Texaco independently, closer analysis revehladboth Shell and Texaco experienced an
increase of 20% and 75%, respectively for 2004 wdmnpared to 2001.
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11.3 Quarterly Developments

Quarter |

In assessing the quarterly developments for thesing (Shell & Texaco) for 2004, the first
guarter of 2004 indicated an increase of 31% radath 2003. This rise was lead by the increase
in sales of both Shell and Texaco of 29 and 32grenespectively.

Comparing 2004 to 2002, the first quarter of th@ustry observed an increase of 49%, which
was due to the increase in the volumes of bothl Simel Texaco. Sales in the first quarter of
2004 should have indicated an increase due to eteyed effects of 911 in the first quarter of
2002. In order to determine whether sales actulatiseased in 2004, the sales were compared to
2001. When comparing the first Quarter of 2004hat tof 2001, the industry experienced an
increase of 66%.

In order to determine which wholesaler volumes abguncreased in 2004, as mentioned above,
a comparison of the first quarter of 2004 was camegbdo the first quarter of 2001. For the first
quarter of 2004, Shell and Texaco indicated arem®e of 12% and 90% when compared to the
first quarter of 2001.

Quarter I

Following the same path of Quarter 1, the salesmek of the industry for Quarter Il of 2004
indicated an increase of 17% relative to Quartef R003. Similarly, both Shell and Texaco

experienced an increase of 22% and 17%, respectiletn comparing the second quarter of
2004 to that of 2003.

In order to determine if sales actually increasgairter Il of 2004 was compared to the
corresponding quarter of 2001. When we comparat@uk of 2004 to that of 2001, the
industry indicated an increase of 33%. When wdyaeahe volumes of the wholesalers Shell
and Texaco for Quarter Il of 2004, the sales indidan increase of 18% and 53%, respectively
when compared to Quarter 1l of 2001.

Comparing the seasonal characteristics of the datégasoline (ULG) with the tourism
industry, a comparison was made of 2004 to th@008. As indicated above, the tourism
industry has a direct effect on the gasoline ingusthich is depicted in the graph below.

72



Department of Economic Policy & Research
Annual Economic Report 2004

Trend of Stayover/ULG Volumes 2002-2004 (March)
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Quarter Il

The third quarter of 2004, continued to show growtien compared to that of 2003. When the
third quarter of 2004 was compared to the corregppgnquarter of 2003, the industry indicated
a 15 percent increase.

In assessing the volumes of Shell and Texaco ferthiird quarter of 2004 compared to the
corresponding quarter in 2003, Shell and Texacaocated an increase of 18% and 13%,
respectively. In order to determine whether thesalctually increased in 2004, a comparison
was made with 2002.

When we compare the third quarter of 2004 to th&002, the industry indicated an increase of
35%. This increase was lead by the increase innve$ of both Shell and Texaco, as Shell and
Texaco indicated an increase of 38% and 32%, réspBcin the third quarter of 2004,
compared to that of 2002.

Quarter IV

Consistent with the third quarter of 2004, the tbwuquarter of 2004 continued to show growth.
In assessing the sales volumes of the fourth quéotehe industry of 2004 over that of 2003,

the industry sales indicated an increase of 15%comparison to 2002, the sales volumes of
2004 indicated an increase of 35%.

73



Department of Economic Policy & Research
Annual Economic Report 2004

These increases were lead by both Shell and Teasdwoth indicated double-digit increases.
When we compare the volumes of Shell and Texacdherfourth quarter of 2004 to that of
2003, both Shell and Texaco indicted an increa8e &id 18%, respectively. When the sales of
the fourth quarter of 2004 were compared to th&0ff2, Shell and Texaco noted an increase of
31% and 39%, respectively.

11.4 Monthly Industry Developments

When we analyze the monthly figures of the indugin2004 (Shell and Texaco), we get a
better understanding of what is actually causimgiticrease/decrease in sales.

Texaco

In assessing the wholesalers individually on a imgriiasis, for the months of January, February
and March of 2004 compared to 2003, Texaco indicaie increase 75% and 41% for the
months of January and February. However, for tbhatmof February 2004 sales decreased by
22% when compared to the corresponding month of32@@cording to a representative of
Texaco, the very high increases in January and iMavas due to sales shifting from December
to January and sales from February shifting to Mar@he decrease in sales of February was
contributed to the shifting of the sales volumesvarch. Analysis of the developments for
April, May and June for 2004, Texaco continue tovglgrowth with an increase of 12%, 11%
and 13% when compared to the corresponding momt?30:3.

To get a better understanding of whether salesaligtincreased in 2004, the monthly sales of
Texaco was compared to that of 2001 due to theyeelaffect of 911 spilling over into the first
quarter of 2002. When we compare the monthly dgreénts of Texaco for 2004, January,
February and March indicated an increase of 16848p hnd 89% when compared to the
corresponding months of 2001. The same effects weted when April, May and June of 2004
was compared to that of 2001, as sales increasé&l8y, 33% and 81%, respectively.
Considering that 2004 indicated an increase ov@32hd 2001 suggest that there is market
expansion and growth in the market.

When we look at July, August and September of 20@4sales indicated a significant increase
of 12%, 20% and 20% when compared to 2003. Whempaced to 2002, Texaco indicated
increases in 2004 of 29%, 42% and 43%, respectively

When we look at the developments of October, Nowamnalnd December of 2004, we observed
that November and December indicated increase®wdttober indicated a decrease. When we
compare the sales for the last quarter of 2004abdf 2003, November and December indicated
an increase of 16% and 33%, respectively while Gmtmbserved a decrease of 9%. The
decline in sales volumes of October for Texaco lmarontributed the price increase of October
9, 2004. This was also evident in the sales votuaieShell as Shell observed a similar decline
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in retail volumes. As indicated before, with tméroduction of the White Pumps in 1998, the
consumers became price sensitive, which was evitkeQictober 2004. However, once the
consumer observed that the price of unleaded gesoh the Dutch side was the same or lower
top the French the sales resumed to normal sales.

A closer analysis of the developments of individgtdtions revealed that Risdon’s Service

Station (Pointe Blanche), Texaco Airport road aratil@bean Auto Sales (Cole Bay) indicated

substantial increases. The increase in sales dbRis Service station can be contributed to the
increase in the cruise visitor arrivals and anease in business activity (e.g. car rentals and
scooter rentals) in close proximity of the harbdsimilar to the harbour, the Texaco Station at
the airport indicated a substantial increase iessalvhich can be contributed to the increase in
stay-over tourism. When we observe the developrimeiite sales of Caribbean Auto Sales in

Cole Bay there is it clear indication that the higbrld prices and exchange rate of the euro
against the dollar is having an effect on the satdsmes of the White Pumps. A clear indication

that the euro is affecting the sales on the Fraimbf is that during the period of the development
of the White Pumps in 1998, the stations closeshéoborder were severely affected with the
lower prices of the French side.

Percentage change 2004-2003
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When we look at the developments in sales of Skiedl,sales volumes of Shell in January,
February and March of 2004 demonstrated increatd8%, 27% and 43% compared to the
corresponding months of 2003. Analysis of the rhsrapril, May and June of 2004 observed
an increase of 30%, 21% and 14%, respectively comdpa the same months of 2003.

To determine if sales actually increased, the satdsmes of 2004 were compared to 2001
taking into account that the sales volumes in thet §uarter of 2002 was affected due to the

delayed effects of 911.
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An analysis of the sales volumes of shell for 2@0#pared to 2001, the months of January,
February and March experienced an increase of 2%, dnd 20%, respectively. Similarly, for
the months of April, May and June of 2004, salesaased by 20%, 19% and 16% when
compared to the corresponding months of 2001.

The pattern of the sales volumes of July, August @@eptember of 2004 was consistent with the
previous months as all three months observed iseseahen compared to 2003. A comparison
of the months July, August and September of 200dr dlve corresponding months of 2003
revealed increases of 8%, 28% and 11%, respectilrelyomparison to 2002, July, August and
September of 2004 all indicated increases of 3@% and 41%, respectively.

In assessing the sales volumes of October, NovemtDecember of 2004 compared to the
corresponding months of 2003, we observed increalsb%o, 30% and 19%, respectively. For
the month of October, as indicated in the analgtifexaco, Shell experienced the same results
in their stations. However, Shell indicated anéase of 5%. This increase was contributed to
Yuppie gas station, which resume their operatioddf4, which was not operating in 2003 and
subsequently compensated for the loss of volumedalthe price change of October 9, 2004.

When we look at the developments of the individitations, the analysis revealed that the sales
pattern of the stations of Shell were consistenhthe sales pattern of the stations of Texaco.
This was evident in the sales of Tackling serviegien in Cole Bay and Shell service station in
Simpson Bay as both stations observed increases.

The increase in the sales of Tackling service agtais consistent with the increase in sales of
Texaco Cole Bay suggesting that the increase camomigibuted to the increase in world prices
and the high exchange rate of the euro againsddahar putting the Dutch side at a competitive
advantage. A similar pattern were revealed with $inell station in Simpson Bay and Texaco
Station Airport rd as both stations experiencedeaases in 2004 in relation to the corresponding
months of 2003. This increase can be contribudeétlé increase in tourist arrivals and due to the
competitive price on the Dutch side in relatiorthte French side, which was a direct result of the
high exchange rate of the euro against the doliahe French side.

11.5 Trend Analysis

In assessing the industry from January 2001 to Ma694, we notice that the trend line is
demonstrating a slight decline/flat trend from gegiod of January 2001 to November 2001.
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Trend analysis 2000-2004
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During this period, the wholesalers were expermgdhe effects of the “White Pumps” that
entered the market in 1998. In November of 2004 pitice of ULG decreased from Naf. 1.15 to
Naf. 1.06 per/liter (0.50 euro). During this peridde consumer was extremely price conscious
due to the lower prices on the French side. Duting same period, the price on French Side
was between 0.52 and 0.55 euro, which made thenBude competitive.

After November of 2001 until the end of 2004, thent line is indicating an upward pattern.
During the period of November 2001 until March 208Bell experienced a decrease in sales
while Texaco have been increasing sales, which esigiat there were a shift in the market
share from Shell to Texaco. Furthermore, the deer@asales of Shell was compensated by the
increase in sales of Texaco and subsequently, réral tline indicated a moderate increase.
However, after March 2003 until the end of 2004 titeed line is indicating an upward pattern.
During this period, Shell observed a constant ia®eein sales in addition to Texaco, which
contribute to the overall increase of the industng subsequently lead to the trend indicating an
upward pattern. This increase illustrates thateh®market expansion in the industry.

11.6 Conclusion

In assessing the developments of the gasoline trnyduse observed that the industry showed

signs of market expansion in 2004 relative to tfd&2003 as sales indicated an increase of 21%.
While the gasoline industry is driven by price op@s and tourism, there is also an indication

that the euro has played a significant role indbeelopments on the Dutch side. A combination
of the exchange rate of euro against the dollartaadncrease in the world market prices also
played an instrumental role in increasing the satethe Dutch side. It should be noted that the
effect of the euro was noticeable in the incremssales of the gasoline stations closest to the
French side.
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In assessing the volumes of the industry for 2@Jdtive to 2003, the industry demonstrated an
increase in sales of 19 %. Likewise, Quarter$, 1llland 1V of 2004 all indicated an increase of
31%, 17%, 16% and 15% relative to the corresponduagters of 2003.

In assessing the monthly developments for the imguwd 2004 compared to 2003, the eleven
months experienced double-digit increases in sabeept for the month October, which
indicated a decrease of 9%. The decrease in Qctaloebe contributed to the increase of the
price of unleaded gasoline on October 9, 2004. |&\&inell indicated an increase in volumes for
October, this was contributed to Yuppie gas statesuming operation in 2004 while they were
not operating in 2003.

The increase sales in the remainder of the momthsantributed to the increase in sales of both
Shell and Texaco however, the sales in February agasributed to the increases in sales of
Shell as Texaco indicated a decrease. Accordirsgiexaco representative, the decrease in the
sales in February was a direct result of shiftihgales, as the sales from February were posted
in March because of late arrival, which lead to raaby indicating a low performance.
Considering, that both Shell and Texaco managethdoease sales substantially for 2004,
indicates that there is market expansion on thelDside of St. Maarten.
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