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Synopsis Economic Environment St. Maarten 2005

+ The economy of St. Maarten witnessed a 4.8 pereahtate of growth in
2005.

+ Stay-over visitors amounted to 467,861 down 1.58mf2004. With
contractions in almost every source market comptréide end of 2004.

+ The cruise sector continued to showcase strongtgrawth a 10% increase
In cruise visitors relative to 2004. The averagmhbear of passengers coming
to the island per cruise ship also increased bysi800 in 2005 compared
to 2004.

+ Positive developments in the mega-yacht sectotiraged, arrivals were up
5 % compared to 2004.

+ Rising consumer prices (+3.1% in 2005), gives sordi&ation of economic
health on St. Maarten. The housing component ottmsumer price index
recorded the biggest increase with 7.1 percent tveryear before; this
includes dwelling & maintenance costs as well aygnexpenses.

+ Unemployment rate down to 13.4% in 2005 from 17.892003. Youth
unemployment eased slightly from 31.9% in 2003Gel% in 2005.

+ Rapid expansion in the construction sector contndiering 2005, as was
experienced in 2004. The airport expansion continiwetake shape, work
on the tourism corridor and Frontstreet Beautifaratprojects persisted,
while a total of 456 building permits were requdster the year. Of this
amount 297 for residential purposes and 95 for cemal purposes. In
2004, these figures were 271 and 35 respectively.

+ Stable interest rates and reasonable financings duste encouraged the
overall level of construction activity on the isthn

+ The utilities sector also expanded in 2005 relatov@004, electricity sales
volumes increased by 5.34% while water sales vatument up by over 7
percent.

+ Overall number of reported crimes increased by Ine&00 in 2005
compared to 2004. The majority being related tglauies (36%). However,
the solution ratio increased from 6.97% in 200442 in 2005.
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Executive Summary

Overall the economy of St. Maarten moved forwarthwteady growth in 2005. Expanding with

a real percentage rate of 4.8, which is slightlyhler than in 2004 (4.5%). This is according to
the results of the conjuncture survey carried quthe Central Bureau of Statistics (CBS). This
study showed that the non-financial sector reptsstre largest part of the Gross Domestic
Product (GDP) being approximately 70%, while thepitality sector makes up for 13% and the
public & financial sectors forms the remaining 9%cle. The majority of the economic growth

experienced throughout 2005, resulted from healtwelopments in the construction, trade and
financial- intermediation industries.

Developments in the labour market also improved witreduction in the unemployment rate,
dropping to 13.4 percent in 2005 from 17.5 perderd years earlier. Youth unemployment,
characterised by unemployed persons between the dgks-24 also went down slightly from
31.9 percent in 2003 to 30.4 percent in 2005. Ciafstics show that the total population in this
age bracket increased by 9 percent in 2005 relainv#003, also that a great deal of the youth
remain economically in-active longer, due to furihg their studies.

The overall average increase in consumer priceghferyear 2005, was 3.1%. In 2004 this
increase was 2.1% and in 2003, 1.6%. The mostfggnt increases in the price index were
registered in the ‘food’ sector (7.1%) and ‘tranggtion & communication’ sector (4.0 %).

During 2005, various efforts continued in orderetthance the tourism product on the island.
Figures from the stay-over market segment showthigahumber of stay-over tourists visiting St.
Maarten in 2005 totalled 467,861 dipping slightlgrh 475, 032 in 2004 or a decrease of -1.5%.
This small downturn in the growth rate comes asntlagket balances out itself after such strong
growth in 2004. Another factor is the decline intdladoom inventory on the French side of the
island, due in some cases to the fact that thesagdave been converted into apartment rentals,
and otherwise for upgrade of the facilities. Thiage in capacity may have impacted the level
of passengers coming to stay on the island. Hatelmancy on Dutch St. Maarten however
increased to approximately 58% in 2005 from 50% yea earlier. Overall room inventory, and
subsequently passenger volumes are expected toupidk the 2006/2007 tourist season, as
several new projects such as the Westin, The a@tiff other condominium developments come
online.

In 2005, growth in the cruise segment maintainedsitong performance, with visitor arrivals

expanding by 10 percent over 2004. In 2005 a tofal.4 million cruise passengers were

welcomed to the island compared to 1.3 million 002 Though the actual number of cruise
calls went down somewhat, the average number ofepgers aboard the vessels were
increasing.

Annual receipts from turnover tax show a 19 perdeaotease in 2005 relative to 2004. This
suggests continued expansion in economic activitytlee island. Collections totalled 72.2
million in 2005, increasing from 60.7 million in Q8.
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When looking at the number of business licenseswieee requested in 2005 compared to 2004,
an increase of 170 licenses is noted. The numbeewfbusiness registrations at the Chamber of
Commerce also went up in 2005 to 858 from 605 iB420Results from the CBS conjuncture
survey for December 2005 show that business camfelen the future remained very high in St.
Maarten (72%), while entrepreneurs’ perception (p0%the investment climate on the island is
considered to be ‘moderate’.

Government revenues in the year 2005 surged byoappately Naf. 10.5 million or 6.7% to a
total of Naf. 166 million compared to 2004. Thisogth stemmed mainly from a 9 million
increase in profit taxes, as well as a 37 peragarease in vehicle taxes and higher receipts from
tourism-related taxes. Though income through waged remained the highest contributor
towards total government earnings; growth in 20@8 wioderate, rising from Naf. 97 million in
2004 to 101 million in 2005 or 3.3 percent.

On the contrary, income tax earnings went down lyua65% in 2005 due to the high level of
wage tax refunds expended by government. Also, loeeeipts of about Naf. 2.9 million in the
‘other’ revenues bracket, resulted in a 9 percewtide in 2005 over 2004.

AVBZ- which is federal government revenue, notedher expansion in collections in 2005.
Total premiums received increased by 4 percent wdwmpared to the prior year. Though
growth slowed down when compared to high doublé-diperienced in 2004 over 2003.

Developments in the banking industry also displadgidy high level of consumer confidence on
the island. Both residential loans and depositgicoed along its upward growth path with high
double-digit increases in 2005. Just two years a@003, the level of growth in either of these
categories had not reached 6% over the prior yad004, loans picked up and grew by over
8% relative to the year before, while in 2005 residloans went up by 17 percent. In 2005,
growth in resident deposits continued to out paesident loans, with savings deposits
contributing the majority of the total.

Expansion in the economy could also be seen inutiigies sector. Total electricity sales
volumes increased by 5 percent in 2005 relativ&0@4, while total water sales volumes went up
by 7.5 percent in the same period.

Overall retail gasoline sales volumes remained lmbuthe same in 2005 compared to 2004 as
the industry expanded by a minor 0.78 percent.bsplute terms this represents a total of just
over 240,000 more litres of unleaded gasoline gol005 than the year before. Though when
compared to 2003, a much higher level of sale diesis being achieved now, as the market
grew by 20% relative to that time. This means #ititough the level of sales volumes increased
over the past two years, the growth rate in 20@ppled significantly.
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1.0 Research Methods

Figures shown in the table: Selected MaEwmnomic Indicators St. Maartewere obtained
from various sources. The Central Bureau of Ste$igCBS) provided all figures pertaining to
GDP, inflation and unemployment. Data on the ExdeAccount, which includes merchandise
and tourism imports & exports, were acquired frame Central Bank of The Netherlands
Antilles (BNA), as were figures on Bank lending.elBepartment of Finance furnished figures
on government revenues and expenditures. Stayamekicruise tourism statistics in this report
were acquired from the St. Maarten Tourist Bureau.

Statistics pertaining to the number of mega-yachvals through the Simpsonbay Bridge were
provided by Simpsonbay Lagoon Authority Corporati®LAC). The hotel & timeshare
occupancy rate statistics are usually sent to tepaiment of Economic Policy and Research
(DEPR) by the SHTA (St. Maarten Hospitality and deaAssociation).

The Department of Business License & Permits peditigures on the number of requests as
well as issued licenses for business openings &wings for the year 2005. Utility statistics
were sent to the department by management of GEETBese statistics are split by water (m3)
and electricity (kwh) 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 ursdfie 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 rangar@ds 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 andtgdgprfigures 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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SELECTED ECONOMIC INDICATORS ST. MAARTEN

2001 2002 2003 2004 2005

!Nominal GDP (in millions Naf) 833.0 853.7 909.3 966.3 1049.3
Real GDP Growth (% change) 4.6 1.7 5.0 4.5 4.8
Inflation (% change) 1.0 0.5 1.6 21 3.1
Unemployment Rate (%) 12.8 - 17.5 - 13.4
Population (CBS estimations) 30369 31956 33317 33186 35910
*Tourism:
Stay-over arrivals 4810 380,327 427,587 475,032 467,861
Cruise arrivals 678752 1,055,040 1,171,734 1,348,450Q,488,461
3External Account (millions Naf): Transaction Basig*
Trade Balance 4346 -484.3 -542.5 -710.3 -582.3
Merchandise exports 326.5 294.1 461.6 8993 622.7
Merchandise imports 770.1 778.4 1,004.1 1,200 1205.0
Tourism exports 665 875.3 963.1 ,096.9 791.5
Tourism imports 424 250.4 256.4 196.5 146.2
Net 621.8 624.9 706.7 900.4 645.3
(Figures in this section are up till September 2005
“Bank Lending(in millions):
Total Lending 740.6 796.6 826.8 8,971 10,525
Mortgages 221.7 227.0 224.8 2,447 2,496
Consumer 112.4 113.0 119.1 169.8 2,326
Business 406.4 456.4 482.8 482.7 5,703
®Government Finance St. Maarten: ( in millions Naf)
Revenues 178.6 152.2 143.1 168.3 190.5*
Expenditures 178.6 174.9 158.1 165.2 190.5*
Budget Balance 0 -22.7 -15 3.1 0
Budget Balance (% of GDP) 0% -2.3% -1.41 0.2 0%
* Budget 2005
Sources 1: Central Bureau of Statistics (CBS)

2 :St. Maarten Tourist Bureau

3 & 4: Central Bank of The Netleerdis Antilles

5: Island Government Departmerfiofnce




Annual Economic Report 2005
Department of Economic Policy & Research
Philipsburg, St. Maarten

2.1 Inflation

Prices of goods and services are constantly sutgexttange for various reasons. Price indices
aim at providing a summary overview of these pdleanges. The Consumer Price Index reflects
the changes in the prices of a basket of goodsarnvices as consumed by family households in
a certain base period. The Consumer Price Indeidisly used as an indicator of inflationary
trends in the economy and serves as a cost-oglividex.

The first modern Consumer Price Index in The Néddmels Antilles was computed in 1975 after
completion of the first general household expemdigurvey in 1974. The household survey has
been the base for calculating the consumer pridiees ever since.

Yearly Developments *

The consumer price index of Sint Maarten increased.2% in December 2005 compared to
October 2005. Between the months October 2005 tember 2005, the food sector showed the
largest price increase (1.7%). Small price increasere also recorded in the sectors “transport
& communication” and “other”, each by 0.1%. On tteer hand, the sector “drink & smoking
materials noted a contraction in the price levdlee prices in all other sectors remained
practically unchanged.

The overall average increase in consumer pricethéoyear 2005, was 3.1%. In 2004 this
increase was 2.1% and in 2003, 1.6%.

The indices expanded in all sectors, with the ettoppof the sectors “clothing & footwear” and
“Health care”, where overall prices contracted b§ % and 0.9% respectively. The largest
increases in the price index were registered in“thed sector” (7.1%) and “transportation &
communication”(4.0 %)

Table 2.1 Consumer Price Index % changes 2000-2005

% Changes

2000 0.6
2001 1.0
2002 0.5
2003 1.6
2004 2.1
2005 3.1
Source: CBS

! Source CBS
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In the chart below the change in consumer pricexrahn be found.

Chart 2.1 Consumer Price Index

Consumer Price Index Numbers of St. Maarten

CPI

1997 1998 1999 2000 2001 2002 2003 2004 2005
Year
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2.2 Employment

The unemployment data from the Island Labour Depamt is classified into four sub-
categories, namely persons who have registerederaployed, vacancies that have been posted,
persons who have been referred and the numberrsbiqe who have been hired through their
office. It should be noted that this unemploymeagurfe only reflects those persons that have
physically registered at the Labour office withive tmentioned period.

In addition, the official results from the 2005 loalv Force Survey of the Central Bureau of
Statistics (CBS) have also been taken into account.

Yearly Developments

According to figures from the Island Labour Offidapour market developments throughout
2005 indicated an unemployment rate of 2.9%, dmggrom 3.4% in 2004. A total of 616

persons registered as unemployed at the officed0%2from a total workforce of 20871. The
below table gives further details of the developtaealative to 2004.

Unemployed: 616 663
Female 242 -
Male 374 -
Vacancies 2369 897
Referrals 212 441

Source: Island Welfare & Labour Department

Apart from the above-mentioned data, are the preény findings of the Labour Force Survey
conducted by CBS in October of 2005. This samplevesu was administered amongst
households with the objective to measure the lategelopments on the labour market such as
unemployment rate, participation rate, and thedalborce.See table 2.2

The main results coming out of this survey showealt the labour force on St. Maarten
expanded by just over 1200 persons in 2005 compar@d03. This was due to a rise in the
number of employed persons. The overall unemploymae went down from 17.5% to 13.4%
during this period, while youth unemployment alszlthed slightly from 31.9 percent in 2003
to 30.4 percent in 2005.

2 CBS Press Release January 5, 2006
11



Annual Economic Report 2005
Department of Economic Policy & Research

Philipsburg, St. Maarten
Table 2.2 Labour Force, Population, Unemployment 20  01-2005

Source: CBS
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2.3 Welfare Developments

Welfare could be defined as the sum of money teatqns 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 gieerthe amount of money that is deposited for
welfare payments on a monthly basis.

In this report, the focus will be on the amounpefsons that have received welfare over the year
2005 and 2004, the total amount of money paid felfave and the amount of persons that have
cancelled their receipt of welfare. No distinctioms been given regarding the age groups of the
recipients; however this may be available in subsatreports.

Yearly Developments

During the year 2005, total number of welfare remps was 10, 046. This figure being almost
5 percent higher than in 2004, when 9,950 persoltsoted welfare from the island government.
This increase also resulted in an additional Naf4lB spent in 2005 towards welfare benefits.
Fewer cancellations for welfare were noted in 205,88 persons cancelled their welfare in
2005, while 98 had done so in 2004.

The table below shows the developments in welfagnents and cancellations for the year
2005 compared to one year before.

Table 2.3 Total number of welfare recipients & cancellations2005

Welfare Recipients 10,046 9,590 4.75
Total Payments in Naf. 4,658,452 4,587,049 1.56
Avg. monthly payments in Naf 464.00 478.00 -2.93
Cancellations 88 98 -10.20

Source: Island Welfare & Labour Department
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3.0 Business Activity

3.1 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 ofsBiess’ Activity. As a result of the TOT

being implanted on the Gross Turnover, it servea good 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@&@noment will receive less revenue, after
factoring out inflation.

It should be noted that since the implementatio ©f, 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 fluaunatto maintain a relative level to compare
economic developments. In addition, we have mardeattijustment to the TOT raw data, firstly

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

The TOT is an aggregated lump sum, which does omsist 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 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 thecafdralization and integration of the

Inspectorate of Taxes and the Island & Federal Rex 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 witmptete, detailed, economic information;

Government will then be able to acquire up-to-datand reliable data.

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 there findings to ascertain where thajonty of the economic activity is
concentrated. Consequently, we could target th@eeific 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%) fromGeatral Government. In this analysis, DEPR
uses the TOT figures as a means to measure andamenonomic activity and not to ascertain
the financial aspect of the TOT.

14
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Yearly Developments

The total amount of TOT collected in 2005 amouriteNaf. 72,227,032, this represents an
approximate increase of 19% over 2004 and grow8886 over the same period in 2003. This
indicates continuous expansion in business turnaremgst businesses on the island, thus
suggesting steady growth in economic activity. Agven in below graph, there has been an
upward trend in TOT collections over the past fpears. Revenues from TOT have almost
doubled, namely Naf. 37,478,615 in 2000 vs. Naf222,032 in 2005.

Chart 3.1a TOT collections in Naf. ( 2000 - 2005)

TOT Developments 2000-2005
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Quarterly Developments

Quarter 1

In the first quarter of 2005, NAf. 20.839.125 wasllected in TOT on St. Maarten.
Compared to the first quarter of 2004 and 2003 kiguble digit growth is noted, increasing by
34% and 65% respectively. This coincides with fee m cruise passenger arrivals (17%) during
the first quarter; as well as sustained businesdidence in the economy, in the non-financial
business sector on the islahd.

Quarter 2

During the months April to June 2005, St. Maartentdbuted Naf. 17,016,427 towards TOT

revenues. Although the growth rate eased in thastgurelative to increases recorded in the first
three months of 2005, collections expanded by 15V the second quarter of 2004. When
compared to quarter 2 of 2003, an increase of 55v@%orecorded.

% CBS mid-year Conjuncture survey 2005
15
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Quarter 3

In the period July to September 2005 a sum of N&f764,921 was collected in TOT, increasing
by approximately 11 percent over this period in20Dhough an easing in the growth rate could
also be seen in this quarter compared to the quyrebng period in 2004, this level of collection
in the off-season is relatively higBee table 3.1a below

Quarter 4

During the last quarter of 2005, NAf 19,606,559 waflected. When comparing this amount
received to the amount received during the sameghef 2004, an increase of 13.3% was noted.
The increase over a two-year period 43.4%.

Table 3.1a TOT totals per quarter 2002-2005

2002 2003 2004 2005 % chg 05/04 % chg 04/03
Qrtl 11,749,088 12,601,110 | 15,457,337 | 20,839,125 34.82% 22.67%
Qrt 2 10,160,987 10,933,527 | 14,696,052 | 17,016,427 15.79% 34.41%
Qrt3 9,685,219 9,891,601 13,245,140 | 14,764,922 11.47% 33.90%
Qrt4 11,939,131 13,657,550 | 17,303,417 | 19,606,559 13.31% 26.69%
Total 43,534,425 47,083,788 | 60,701,945 | 72,227,032 18.99% 28.92%

Monthly Developments

In January 2005, St. Maarten’s contribution in T@TI the Federal Government revenues
amounted to NAf. 7,331,336. This constitutes a ghowf just over 51 % compared to January of
2004, as well as the highest recorded collectagrdigt the start of any year since the tax was
incepted.

High double-digit growth continued in the followingionths February to June 2005 when
comparing revenues received in these months toyeae earlier. In July collections began to

drop somewhat, however was still 9 percent highantin July 2004. In August 2005, the

collected contribution compared with 2004 and thieences between the collected amount in
2004 and 2003 are about the half. As the growthwats 15.1% in 2005 over 2004 compared to
35.9% in 2004 over 2003.

Statistics for September 2005 show a total of NA618,619 collected in TOT, this represents
the lowest amount for the year, and was yet 9 petugher than this month in 2004. In October
2005 the level of contribution started to increagéh high double-digit growth again and
followed suit in November. It should be noted tBetcember recorded the highest amount of
TOT collected, noting a total of NAf 7,447,840 andreased by 7.6% over December 2004.

16
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Chart 3.1b Monthly Developments TOT

TOT Receipts Per Month
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The current level of turnover tax receipts increlasgnificantly when compared to six years
ago. Growth had picked up in 2000 after the effeftiurricane Lenny, and later stagnated in
the years 2001-2002 due to the impact of Septendlderand its consequences on the
international travel market. This economic indicat@s one of the primary signs of recovery in
2003, and has sustained high growth until present.

Chart 3.1c Quarterly Trend TOT 2000 - 2005

Yearly TOT Trend 2000-2005
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3.2 Business Licenses

Figures on the total number of business licensgsested, issued and cancelled were provided
by the Department of Licenses and Permits for tieowing N.V.’s, Partnerships and Sole
Proprietorships (of applicants who were born owtdide Netherlands Antilles). The licenses
issued are not considered as “issued” until thenslGovernment gives approval to open the
business. Cancellations however, are booked as aeothe request is submitted. Data on
business registrations and closures for sole petgehips of Antilleans and naturalized citizens
were provided by the Chamber of Commerce & Industry

The amount of business license requests and wiiladisacan be used as an indication on how
confident the business community feels about tlem@my. It should be noted that the Island
Government could only withdraw a license when timer/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 might neflect the actual number business
closings.

Yearly Developments

During 2005 a total of 910 business licenses wegeiested, this being 170 more requests than
the year before. This indicates that the level raénest and confidence among the business
community is rising. A total of 369 licenses wessued versus 378 in 2004. While 67 requests
to withdraw a license were processed in 2005 coetpsr 41 withdrawals in 200&ee table
3.2a below

A further breakdown of the total of number of besa licenses processed in 2005 by the
Department of Licenses and Permits; show the nigjaf licenses were issued for a N.V.
amounting to 294 compared to 286 in 2004. Whiletaltof 27 licenses were issued for sole
proprietorships, 29 less than the year before. 8esre 21 licenses issued for a new branch,
compared to 29 branch licenses issued in 2004.

Quarterly Developments

The following table gives an overview of the numbgrequested, issued & cancelled business
licenses in each quarter of 2005 compared to 2004.

Number of Requested & Issued Business licensess2@004
2005 2004
Requested Issued Request|tiRequested| Issued Request to
withdraw withdraw
Qrt 1| 202 63 10 152 97 20
Qrt 2| 233 87 16 189 105 8
Qrt 3| 225 152 17 185 103 12
Qrt 4| 250 67 24 214 73 9
Total | 910 369 67 744 378 49

Table 3.2a Requested, Issued & Cancelled Business L icenses 2004-2005
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The following table provides an overview of thealatumber of business registrations &
closures processed by the Chamber of Commercegi2005:

Total Number: 2005 2004
Business Registrations 858 605
Close down 66 62
Temporary Closures 2 4
Became Inactive 15 25

Table 3.2 Business Registrations & Closures (Staftéa Chamber of Commerce)
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4.0 Services

The region's tourism industry was adversely affiédtg a number of factors in 2005, including
travellers' concerns about past hurricanes, andctimsequential withdrawal of a number of
European charters from Caribbean destinations.

To counter these developments, St. Maarten adaopéagures which included airfare and room-
rate discounting, tax concessions and increasechgironal activity both individually and
regionally. In addition, some operators includirajdts cut salaries, reduced staff, reduced hours
of work or temporarily closed operations during ttagitionally slow summer season.

St. Maarten continues to believe in sustainablevtiroand success in its service industries-
particularly tourism. This sector can divided inddferent segments; a distinction is made
between the visitors who mainly arrive on the ldldoy air and visitors who arrive by cruise
ships. Tourist arriving by air, mainly stay in histeand guesthouses, making use of the Island’s
restaurants, supermarkets and car rental busifieese tourists are called the stay-aweerrists.

By analyzing the total tourist arrivals at Princeldiana International Airport Enterprise
(PIJAE), we can compare the yearly, quarterly arahtimy 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 tr@&gsociation (SHTA) as an indication of
developments in the tourist industry.

The economic impact of the stay-over tourist onM&arten is quite different from the group of
tourist arriving by cruise ships, tlseuise tourist. The cruise tourist stays approximately one day
on the Island. According to the St. Maarten cri®sssenger Survey that was conducted in the
third quarter 2002 by the Tourist Bureau, the @u@urist’ main activities during their stay are:
visiting beaches, water sports, duty-free shoppimdjorganized tours.

There is also a group of tourist who come to Stalém via the waterways, they come with
(mega-) yachts and boats and anchor in the vamearsnas and spend time on their vessels,
coming on land for provisioning or visit many restnt and bars. This group calledhrine
tourists. The impact of this group on the economy as a whakebeen growing recently, both in
its contribution to the Island’s revenues as weeit$ employment (direct and indirect).

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

Stay-over tourism supports the viability of thepait and the range of businesses both in the
formal hospitality sector and in the downstreanemises and other informal business sectors.
Stay-over tourism continues to be mainstay of gt@nd’s tourism industry. The outlook for the
sector is very positive with record investment @wrtourist accommodation on the Island. Over
the coming years the capacity to cater for stay-oasitors will increase significantly. As
mentioned above, the stay-over tourist arrive on Nhaarten by air and stay at hotel or
guesthouse, making use of the Island’s restausamermarkets, and car rental business. 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

Yearly Developments

The total number of stay-over tourist arrivals 603 dropped slightly by -1.5% compared to the
previous year. There were 467,861 visiting passsnge2005 relative to 475,032 in 2004. This
small downturn in the growth rate comes as the stabalances out itself after such strong
growth in 2004. Another factor is the decline intdildoom inventory on the French side of the
island, due in some cases to the fact that thesagdave been converted into apartment rentals,
and otherwise for upgrade of the facilities. THigmge in capacity may have impacted the level
of passengers coming to stay on the island.

Despite the minor decline in arrivals during 2008mpared to 2004(which was a year of strong
growth) expectations in the short-term for thisrimm segment remain positive. Initiatives by the
island government are on-going to increase aidim new markets (i.e in South America) as
well as through low-cost carriers. Also to re-visiéasures in order to increase the level of funds
that goes towards the marketing and promotion ®igtand. And finally, overall room inventory
on the Dutch side of St. Maarten and subsequeaggnger volumes are expected to pick up in
the 2006/2007 tourist season, as several new psogech as the Westin, The Cliff and other
condominium developments come online.

Table 4.1a below shows the developments in todgtsver arrivals between 2003 and 2005.

2003 2004 2005 | % chg 05/04| % chg 04/03
Quarter
1 118,665 | 141,200 143,234 1.44% 1.99%
2 103,022 | 116,499 112,64( -3.31% 13.08%
3 92,126 100,46( 96,782 -3.66% 9.05%
4 93,272 116,873 115,209 -1.43% 2.72%
Total 407,085 | 475,032| 467,861 -1.5% 11.10%

Table 4.1a Stay-over tourist arrivals per quarter 2

003-2005
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Quarterly Developments

Quarter 1

In the first quarter of 2005, St. Maarten receigeibtal of 143,234 visitors through the Princess
Juliana International Airport, compared to the jpwas year an increase of 1.44% is recorded. As
shown in table 4.1b, this increase resulted mdnoiyn growth in the US market (3.9%) which is
St. Maarten’s largest market, as well as a 7 péioerease in passengers originating from South
America. This was the only quarter of 2005 in whadsitive growth was registered compared to
arrivals in 2004.

The table below presents the number of visitorsdayrce markets.

Qrt 1-2003 | Qrt1-2004 | Qrt 1-2005 | % chg 05/04
North America 77,580 91,298 94,877 3.92%
South America 1,998 2,402 2,576 7.24%
Europe 25,087 29,259 28,272 -3.38%
Caribbean 7,179 9,538 9,027 -5.36%
Rest of the World 6,821 8,703 8,482 -2.53%
Total Qrt | 118,665 141,200 143,234 1.44%

Table 4.1b Market Developments Quarter 1 2003-2005

Quarter 2

In the second quarter, 3.3 percent fewer visit@amme to St. Maarten compared to the same
quarter in 2004. The decline was due to a contadti each source market with the exception
of the ‘Rest of the World’ marke&ee below

Qrt 2-2003 | Qrt 2-2004 | Qrt 2-2005 | % chg 05/04
North America 63,007 70,338 69,954 -0.55%
South America 2,382 2,976 2,318 -22.11%
Europe 19,669 22,238 20,973 -5.70%
Caribbean 9,199 11,554 9,751 -15.60%
Rest of the World 8,765 9,393 9,644 2.70%
Total Qrt Il 103,022 116,499 112,640 -3.31%

Table 4.1c Market Developments Quarter 2 2003-200 5

Quarter 3

The third quarter of 2005 saw a decrease (-3.7%gtaf-over visitors when compared to the
same period of 2004. Contributors to this decreasethe North American, South American,

European and Caribbean, which saw decreases 6b:53%6%, -3.5% and -4.6% respectively.

The Rest of World market as noted in quarter 2, thasonly one to see an increase of 5.8% in
guarter 3 when compared to the same period of 284 table 4.1d
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Qrt.3-2003 | Qrt.3-2004 | Qrt.3-2005 | % chg 05/04
North America 47,522 53,516 50,541 -5.56%
South America 2,595 2,587 2,493 -3.63%
Europe 19,112 21,346 20,602 -3.49%
Caribbean 11,287 11,510 10,977 -4.63%
Rest of the World 11,610 11,501 12,169 5.81%
Total 92,126 100,460 96,782 -3.66%

Table 4.1d Market Developments Quarter 3 2003-200 5

Quarter 4

During the last quarter of 2005, a total of 115,20%y-over tourists visited St. Maarten, a minor
decrease of -1.4 percent is observed when 116,8/8d/ during this period in 2004. Growth
was registered in the South American, European ‘Bedt of the World” markets while the
Caribbean market contracted by approximately 18ep#relative to 2004.

Qrt.4-2003 | Qrt.4-2004 | Qrt.4-2005 % chg 05/04
North America 63,683 67,671 65,992 -2.48%
South America 2,338 2,547 2,664 4.59%
Europe 24,391 23,560 23,974 1.76%
Caribbean 12,248 12,305 10,671 -13.28%
Rest of the World 11,114 10,790 11,904 10.32%
Total Qrt. 4 113,774 116,873 115,205 -1.43%

Table 4.1e Market Developments Quarter 4 2003-200 5

Monthly Developments

The total amount of passengers arriving by air2f@®5 on a monthly basis has seen decreases in
6 of the 12 months of the year. February, AprigyWIAugust, September and November 2005
all saw decreases of -4.1%, -6.2%, -6.9%, -11.1663% and -5.45% respectively when
compared to the same period of 2004.

St. Maarten’s most significant market-the US Markegistered a contraction in most months of
2005 when compared to monthly arrivals in 2004. fifeaths of January, March, June-July and
December were the months in which an increase weted of 6.8%, 6.7%, 5.0%, 6.8% and
1.3% respectively.

Visitors from South America saw a major increas®larch 2005 when compared to March
2004, noting a figure of 53.7%. The only other ninsndf 2005 that showed an increase in this
market compared to 2004 was May, which went up.b$6l as well as in July, October and
December when 8.9%, 26.2 and 2.8% more visitoredanthe island than in 2004.

Although the European market is still the secomgdsat source market coming to St. Maarten, its
growth dwindled considerably in 2005. In 2004 timarket had expanded by approximately 9
percent over the prior year, while in 2005 a dechih-2.6% is recorded. This is most likely due
to the continuous effects of the high euro agdimstollar, as well as the challenges posed due
to reduced room inventory on French St. Maarter [Ekiel of passengers picked up during the
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last three months of the year, which increased pgr8ent in October and 1.9% & 0.8% in
November and December respectively.

The Caribbean market saw three significant decsealseé23.6% in April, -21.7% in May and -
18.7% in November 2005 compared to the correspgnaionths of 2004. Slight increases of
between 0.2 and 4.3% were seen in just three manthef the year, with the highest recorded
growth rate being in June.

The ‘Rest of the World” market performed fairly Wiiroughout 2005. It was the only source
market that recorded an actual growth in the nurobeisitor arrivals over 2004. The majority
of the months saw an increase in passengers cdnomghis market with the highest being a
29% increase in October.

The chart below provides an overview of the maskeire from each source market in 2005.

Market Share Visitor Arrivals

O North America

m South America

O Europe

O Caribbean

B Rest of the World

Chart 4.1 Market Share Visitor Arrivals per source destination 2005
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4.2 Occupancy Rate

Yearly Developments

In 2005, the combined occupancy rate was over #ienmark at 65.3%. When looking at the
occupancy rate of 2005 and that of 2004, a minoradese of 0.25% can be recorded.

Of the occupancy seen in 2005, timeshare saw arpaocy of 72.6% while the hotel room
occupancy was 57.8%, which is an expansion in betliors when compared to the occupancies
in 2004. The timeshare occupancy rates increas&di8oyercentage points (pp) while
traditional hotel room occupancy expanded with efentage points.

The table below shows the combined occupancy petequarter since 1998:
Qrtl Qrt 2 Qrt3 Qrt4 Total
1998 74.0 53.3 42.3 62.0 57.9
1999 74.7 53.7 50.7 58.0 59.3
2000 77.3 62.3 63.3 65.3 67.1
2001 69.3 55.0 42.7 41.0 52.0
2002 74.7 58.7 49.3 78.5 65.3
2003 73.3 56.7 52.7 61.3 61.0
2004 76.0 62.7 59.3 63.7 65.4
2005 85.3 60.0 54.7 61.0 65.3

Table 4.2 Weighted Average Combined Occupancy Rate s 1998-2005

Quarterly Developments

Quarter 1

The first quarter of 2005 saw the biggest occupaaty of 2005, recording 85.3% in overall
occupancy. Timeshare for the first quarter of 20@5 87% while hotel room occupancy for the
same period was 82.3%. Timeshare and hotel roonpaccy for the first quarter of 2004 were
75.3% and 65.3% respectively.

Quarter 2

Occupancy for the second quarter of 2005 was 608 timneshare occupancy recording 67.3%
and hotel rooms noting 50.7%. For the same quaft@004, timeshare showed occupancy of
68% while hotel room occupancy was 48%.

Quarter 3

In the third quarter of 2005, occupancy was at Bwith timeshare contributing 62.3% and
hotel room occupancy noting 46.7%. Occupancy fertthrd quarter of 2004 was 59.3% with
timeshare and hotel room occupancy noting 65.7%A286 respectively.

Quarter 4

The fourth quarter of 2005 saw an occupancy 61% timbeshare contributing 73.7% and hotel
occupancy noting 51.3%. Timeshare and hotel ocaypéor 2004 saw figures of 70.7% and
45% respectively.
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For the first nine months of 2005, February shottedhighest occupancy rate, noting a figure of
79%. Timeshare occupancy for that month was 89%ewlnotel room occupancy was 82%,
which was also the highest for the first nine merdhthe year.

January and February 2005 both showed occupan8g%f Timeshare for January 2005 noted
86% while in February, timeshare occupancy was 88ftel occupancy for January and

February 2005 were 89% and 82% respectively.

September 2005, the slowest month of the season,ttsa lowest occupancy rate noting a
percentage of 42. Timeshare occupancy was 55% Wwbtle room occupancy was 31%, which
is the lowest amount for 2005.

Overall occupancy for the remainder of the montisych, April, May, June, July, August,

October, November and December 2005 were 84%, 38%, 53%, 65%, 57%, 51%, 65% and
55% respectively. While timeshare occupancy fos¢heame months were 78%, 65%, 62%,
67%, 62% and 67% respectively.
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4.3 Cruise Tourism

Passengers arriving on cruise liners and spendieglay on St. Maarten are considered cruise
passengers. Over the last three years, St. Maaatereceived over 1 million cruise passengers
per year. In this report, we will also briefly loak the amount of vessels that have anchored at
the port.

Yearly Developments

In 2005, 1.488.461 cruise ship passengers cameSintoMaarten through its harbour, which is
far more than the 1.348.450 passengers who viSlitetiMaarten by way of cruising in 2004.
This 10.4% increase commands a positive view instiat-term. The upward trend reached a
peak in 2005, as is shown in the chart below

Total Cruise Passenger Arrivals 1992-2005

1.600.000

1.400.000 1

1.200.000 — 1

1.000.000 — — — 1

800.000 ] — 1 1 1 1

600.000 — - — 7 — — — — [

400.000 — 1 — —— — — — 1 — - — — H

200.000 - 1
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Chart 4.3a Total Cruise passenger arrivals 1992-200 5

The upward trend in cruise passengers did not gal fra hand with an increasing number of
cruise vessels. Despite of the rise in cruise pagss in 2005, there was a 3.8% decline in cruise
vessels (641 ships in 2005) compared to the yearderhis is due to the fact that cruise ships
are becoming larger in size and thus can house pewple. The average number of passengers
per vessel has been increased by 14.7% from 202%epgers per vessel in 2004 to 2322
passengers per vessel in 2005.
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The table below shows an overview of the totalszuiessel from 2000 — 2005 and shows the
average number of passengers per vessel in thase ye

2000 2001 2002 2003 2004 2005

January 63 74 67 68 87 93
February 55 67 59 60 86 86
March 70 81 76 67 98 90
April 45 62 57 62 68 71
May 23 21 22 27 33 27
June 21 18 23 23 32 22
July 17 18 18 27 28 21
August 19 18 26 26 23 20
September 21 11 30 22 17 20
October 27 23 33 35 34 44
November 59 49 50 81 73 75
December 72 65 70 99 87 72
492 507 531 597 666 641

Table 4.3a Number of Cruise vessel per month 2000-2 005

Quarterly Developments

Quarter 1

In the first quarter of 2005 (January - March) tluenber of cruise passenger arrivals have
increased by 17.28% to 524,343 compared to the gammter in 2004. In comparison with the
year 2003, a 40.57% increase is noticed.

Cruise Passenger Arrivals for Quarter 1
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Chart 4.3b Total Cruise passenger arrivals for Quar  ter 1, 1992-2005
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Quarter 2
During the second quarter (April to June) a sintitand can be seen. The overall amount of
cruise passengers, who visited St Maarten during ApJune, was 307.717, which is 12,058
passengers more than in the same months the yieae be comparison with 2003, a 23.8% rise
is shown.

Cruise Passenger Arrivals for Quarter 2
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Chart 4.3c Total cruise passenger arrivals for Qua  rter 2, 1992-2005

Quarter 3

After two stable % quarter growth in cruise arrivals in 2003 and 2084slight increase to
207,103 cruise passengers can be noticed in 2005.i§ 24,502 passengers more than in the
same quarter a year before.
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Cruise Passenger Arrivals for Quarter 3
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Chart 4.3d Total cruise passenger arrivals for Qua  rter 3, 1992-2005

Quarter 4

Just as the other quarters in 2005, thgdarter shows an increase in cruise passengealatti
A sum of 449, 298 cruise passengers set foot asherisland. This is 6.19% more than in the
same quarter a year before.

Cruise Passenger Arrivals for Quarter 4
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Chart 4.3e Total cruise passenger arrivals for Qua  rter 4, 1992-2005
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Monthly Developments

The table below shows the number of cruise touriststhe months of January through
December, who visited the island Sint Maarten,002- 2005. A comparison is provided with
arrivals from two years prior. In general over thenths a rise in cruise passengers can be
noticed, in particular in months September and BmtoHowever, in comparison with the year
2004, a decline in passengers can be seen in Julyeand December 2005. Reason for that is
that more passengers are moving towards Europetaed destinations in the tourist off-season.
In comparison with two years before, rises candsns®very month, except December. The rise
in cruise tourism to the island has been facilddig positive worldwide economic developments
and has been further supported by the finishedoaging projects on the island, in particular
the beautification of the Boardwalk and Front Stree

2003 2004 2005 % ch 05/04 % ch 05/03
January 134,540 147,680 178,231 20.68% 32.47%
February 117,452 141,009 164,100 16.38% 39.72%
March 121,033 158,411 182,012 14.90% 50.38%
April 122,066 133,212 150,387 12.89% 23.20%
May 60,364 75,237 79,501 5.67% 31.70%
June 52,064 87,210 77,829 -10.76% 49.49%
July 65,496 80,113 74,366 -7.17% 13.54%
August 62,565 61,555 69,554 12,99% 11.17%
September 50,126 40,933 63,183 54.36% 26.05%
October 70,740 81,510 116,473 42.89% 64.65%
November 142,956 154,391 172,452 11.70% 20.63%
December 172,332 187,189 160,373 -14.33% -6.94%
TOTAL 1,171,734 1,348,450 1,488,461 10.4% 27.03%

Table 4.3b Monthly cruise tourist arrivals 2003 -2 005
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5.0 Public Finance

5.1 Government Revenues

Monitoring the public finance of the government ggwe us a good indication as to how
different sectors of the economy are developing.

The governmental revenues are divided into eighbrsa@urces 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)

Wage tax, income tax and profit tax, which are ezhltirect taxes, serve as indicators for

developments in the labour market and the econauwtiwity of business. Similarly, time-share
tax, rental tax and room tax can be indicated asurigm-related taxes.

Yearly Developments

The total amount collected in government revenweste year 2005 was Naf. 166, 429,729.
Compared to one year earlier, this constitutes @awir of approximately 7 percent. The
following table shows the growth rate in governmm&wvenues over the past 5 years.

Yearly % change in Government Revenues
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Chart 5.1a Growth rate Government Revenues 2001-200 5
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The leading income generators in 2005 were comgistgh that of 2004 being wage tax, profit

tax and ‘other’ revenues, contributing to almost@dcent of collected earnings. The biggest
increases in revenues were seen in profit tax amicle tax, expanding by approximately 81%
and 37% respectively. This indicates some expansioroverall business earnings and

compliance in the case of profit tax, while corestgrowth in the number of vehicles as well as
increases in the tax level both contributed toitlceeased revenues through vehicle tax.

Despite a slight contraction in the stay-over temrimarket in 2005, income through tourism-
related taxes grew over the prior year. Thoughasotinparallel as the high double-digit growth
that was experienced in 2004, when compliance messuere stepped up.

Both room tax and rental tax expanded by aroundri72005 relative to 2004, while collections
from timeshare tax went up slightly (0.44%).

Quarterly Developments

Quarter 1

Total collected government revenues amounted to B3045,151 in quarter 1 of 2005. This is
an increase of 15.31% when compared to the totainme that was collected in the first quarter
of 2004. The increase in government revenues capabidy attributed to expansions in the
tourism related taxes; Time share tax (5.38%), &eaik (33.72%), Room tax (11.09%), and
other revenues (34.51%).

Wage tax and profit tax contributed to 12.29% afd3% of the total revenues collected for
quarter 1 of 2005. The remaining loss in revengeseen in income taxes decreasing by 71.46%
in the first quarter, which is not surprising after increase of 14.05% in resident loans by the
commercial banks during the same period.

Government Revenues received in Quarter 1
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Chart 5.1b First quarter government revenues 2001  -2005 (Island Government of St. Maarten, Finance De pt.)
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Quarter 2

The total amount of Government revenues collectetheé second quarter of 2005 was NAf.
36,179,182. This is 7.39% more than was collectedhe same period of 2004. Although
significant decreases in the direct taxes and twaestax was noted. Wage tax recorded a
decrease of 1%, profit tax revenues went down lmuah6 percent, and income tax showed a
decline of 109.83% compared with the same perist yaar. Vehicle tax and other revenues
were the two main contributors to government reesnioetween April to June 2005. The table
below shows the level of revenues collected duttigperiod over the past 5 years.

Government revenues received in Quarter 2
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Chart 5.1c Second quarter government revenues 2001- 2005 (Island Government of St. Maarten, Finance Dep t.)

Quarter 3

The total amount of government revenues collectedhe third quarter of 2005 was Naf.
36,011,293. A marginal decrease of 5.5% comparaesitected revenues in the same period of
2004. This decline resulted from a reduction inrtregn contributors; wage tax which shrank by
-2.4%, income tax (-88.6%) due to high refunds mlageovernment and profit tax (-21.9%)
compared to the third quarter of 2004.

Tourism related taxes in total showed a slight eél@se of 0.31% compared with 2004 figures.
Major improvements this quarter were seen in roaxwith an increase of 25.1% compared to
the prior year.

Government revenues received in Quarter 3
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Graph 5.1d Third quarter government revenues 2001-2 005 (Island Government of St. Maarten. Finance Dept )
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Quarter 4

Total collected revenues in the final quarter oD20totaled Naf 43,294,103 growing by 8
percent when compared to earnings in the last guart 2004 (Naf 39,981,354). Huge
expansions were recorded in profit tax collectiansreasing by over 200% in the month of
December alone, relative to the month of Deceml@42Other contributors to the growth in
this quarter were income and vehicle taxes.

While revenues from room taxes showed a dip (-4.duing this quarter relative to the
corresponding quarter in 2004, earnings from biotleghare tax and rental tax increased by over
6 percent.

Government revenues received in Quarter 4

50,000,000

45,000,000

40,000,000 —

35,000,000

30,000,000 —

g 25,000,000 O Total Government revenues

20,000,000 -

15,000,000 —

10,000,000 -

5,000,000 -

T T T T
2001 2002 2003 2004 2005

Graph 5.1e Fourth quarter government revenues 2001  -2005 (Island Government of St. Maarten. Finance De pt.)

Monthly Developments

When reviewing the sum of government revenues cigiteon a monthly basis, data shows that
collections improved in most months of 2005 comg@aie the same month one year eatrlier,
except for June through August and November. Ticaditly, March has been the month with
the highest recorded collected revenues, a trendhwias followed suit in 2005. Earnings
expanded by 22 percent during March relative to420@ainly because of increased profit taxes
(36%) as preliminary payments from businesses ageebeéfore April T of the year. Though the
largest sum of vehicle tax was collected in Febr2f05, collections increased by about 200%
in March when compared to this month a year before.

The main contributor towards government revenuesgewax showed a consistent increase in
most months in 2005 compared to 2004, except ferfeflowing months in the low season:

June, July and August. Collections from income safkgctuated much throughout the months of
2005. A negative balance was noted at the ons#éteofyear, though in March a reduction in

refunds allowed for a surplus of close to Naf 190,(During the remaining months of the year,
earnings in April, October and December showed awg@ments when compared to the prior
year.
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Trend

The below chart shows the developments in earrgatiscted through tourism-related taxes
over the past 5 years.

Trendline Tourism-related Taxes
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Graph 5.1f Trendline Tourism-related taxes 2001-200 5 (Island Government of St. Maarten. Finance Dept.)

While developments in earnings through direct taxere as follows over the past 5 years:

Trend Wage-,Income & Profit Tax
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Graph 5.1g Trendline Tourism-related taxes 2001-200 5 (Island Government of St. Maarten. Finance Dept.)
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6.0 AVvBZ

The abbreviations ZV / AVBZ stand for “Health Inance” and “General Insurance on Special
Medical Expenses”. The premium for health insurascE.5% and is divided in 8.3% employer
contribution, 2.1% employee contribution, and 2.@&vernment contribution. The AVBZ is a
social insurance against risks that are difficalirtsure. This regards illnesses of long duration
(chronic), long hospitalization, psychiatric nuigirrelief and care of mentally and physically
handicapped persons. The premium is 2% of montalsrg and is divided in 1.5% on the
account of the employee and 0.5% on the employer.

The ZV/IAVBZ premiums are also paid in the same neamf the Wage Tax payment schedule.

Yearly Developments

In 2005, the federal government received Naf 12 &5 through AVBZ premiums in St.
Maarten. This is 4.34% more than in 2004, and 3a.2&ore than was collected in 2003.

2001 2002 2003 2004 2005 % 05/04
Qrtl 2,541,743 2,655,560 2,473,724 3,173,354 3,379,308 6.49%
Qrt 2 2,428,326 2,385,587 2,404,884 2,876,924 3,223,065 12.03%
Qrt3 2,221,823 2,283,244 2,365,710 3,293,438 3,040,809 -/-7.67%
Qrt4 2,230,201 2,321,853 2,245,487 2,776,442 3,003,392 8.17%
Total 9,422,094 9,646,243 9,489,804 12,120,157 12,646,575 4.34%

Quarterly Developments

Quarter 1
In the first quarter a total of Naf 3,379,308 waswanulated, this represents a 6.49% increase
over the first thee months of 2005.

Quarter 2
During the months April, May and June, the totalB¥/premium revenues were Naf 3,223,065,
an increase of over 12% compared to the same payedr before.

Quarter 3
In the third quarter a decline in AVBZ revenues barseen. The AVBZ revenues have been
decreased by 7.67% to a level of Naf 3,040,809.

Quarter 4

In the last quarter of 2005, Naf 3,003,392 AVBZeawues have been collected. This is more
than 8% more than in the same months in 2004.
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Trend
AVBZ developments 2001-2005
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Chart 6.0 Trendline AVBZ premiums 2001-2005
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7.0 Banks

7.1 Resident loans

Yearly Developments

In 2005 an amount of NAf 10,934,496 was recordedbans granted. This is an increase of
17.3% when compared to the corresponding perio2l06#. This increase can be attributed to
the increases in business and individual loans lwisaw increases of 18.2% and 16.3%
respectively when compared to the same period 04 20he increase in individual loans can be
mainly attributed to the increase in time loansiclwmoted an increase of 37.3% when compared
to the first three quarters of 2004.

Quarterly developments

Resident loans over the first quarter of 2005 artenirio NAf 2,441,287,000, which when
compared to the first quarter of 2004 noted anease of 14.1%. This increase is due to
increases in business loans and individual loastshthve been granted for this quarter, recording
12.9% and 15.5% respectively. Individual loans daa increase mainly due to current account
and time loans, which saw increases of 57% each.

During the second quarter of 2005, an increase6d% is recorded due to attributions from
increases in the business and individual loansgbgmanted. Individual loans saw a 14.7%
increase due to a major increase in time loan @%.

The third quarter of 2005 also saw an increase wdmnpared to the same quarter of 2004,
which amounted to 19.8%.Both business and indivithzans saw increases of 22.2% and 17.1%
respectively when compared to the same quarte0@4.2In the individual loan area, time loans
saw the biggest increase, recording an increa2e.8f%.

Loans granted in the fourth quarter of 2005 alse s&rease when compared to the same
quarter of 2004. This increase amounted to 18.4%ih Business and individual loans saw
increases of 18.8% and 17.9% respectively when aoedpto the corresponding period of 2004.
The increase in individual loans can be attribdtedn increase in mainly time loans, which saw
an increase of 29.3%.
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Monthly Developments

Loans in 2005 saw the biggest increase in the moinBeptember when compared to September
2004, where an increase of 21.5% was recordedyugjthDecember showed the greater amount
of loans granted, showing a figure of over 1 billiguilders. September was also the month that
saw the biggest increase in business loans, natingmount of 25.3% when compared to the
same month of 2004. December 2005 saw the biggestdse in individual loans, recording an
increase of 21.8% when compared to December 2004.

The first five months of 2005 saw decreases inahmunt of mortgages granted. January,
February, March, April and May 2005 all saw decesasf 5.5%, 6%, 8.8%, 10.6% and 3.1%
respectively. June, July, August, September, OctoNevember and December 2005 saw
increases in mortgages of 8.9%, 8.0%, 9.4%, 9.7%8,/1.9% and 17.9% respectively when
compared to the corresponding months of 2004.

Graph 7.1 Total loans for the years 1999-2005 (Cent ral Bank of the Netherlands Antilles)
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7.2 Resident Deposits

Yearly Developments

Deposits in 2005 saw an increase of 28.8% comparede same period of 2004. The major
contributor to this increase is savings depositictvitontributed NAf 3,995,957 to the total of
NAf 12,683,481. When comparing savings depositslenan 2005 to those made in the
corresponding period of 2004, an increase of 43w&s noted. Demand deposits, which
contributed second most the total of deposits diorg905, saw an increase of 25.5% while time
saw an increase of 19.9% when compared to 2004.

Quarterly Developments

The first quarter of 2005 saw an increase in redgideposits when compared to the same quarter
of 2004. This increase amounted to 20%. This caatiokuted by the increase in all sectors of
deposits, demand, savings and time deposits butlyrdiuie to demand deposits which saw an
increase of 29.8%.

The second quarter of 2005 also saw an increassitent deposits of 19%. Demand and time
deposits saw the largest increases of 26.6% am@@espectively while savings saw a minor
increase of 6.7%.

Resident deposits for the third quarter of 2005 aawncrease of 20% when compared to the
same period of 2004. Demand, savings and time ds@dksaw increases of 25.6%, 9.1% and
23% respectively.

The fourth quarter of 2005 saw the biggest incréas2005, noting an increase of 54.6%. This
can be attributed to the major increase of 1501.%avings deposits when compared to the same
period of 2004. Demand and time deposits also sareases of 20.6% and 16.7% respectively
compared to 2004.

Monthly Developments

Deposits for September 2005 when compared to the saonth of 2004 saw the biggest
increase of 21%. The other months of 2005 all sareases between 14 and 20% when
compared to the corresponding months of 2004.

January 2005 saw the biggest increase in demarasidegvhen compared to January 004,
recording an amount of 33.4%, while November samstiallest increase of 17.3% when
compared to November 2004.
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Graph 7.2a Total Deposits for the years 1999-2005 (  Central Bank of the Netherlands Antilles)
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8.0 Utilities

8.1 Electricity

Yearly Developments

Annual Economic Report 2005

Department of Economic Policy & Research

Philipsburg, St. Maarten

In 2005, total sales volumes registered at GEB&llemt 263,904,433 kWh. In comparison with
2004, a 5.34 % rise in sales quantities can beeatiThe overall growth rate in electricity sales
appear to be growing, as sales increased by juest dpercent in the year before. Sales were
most significant in the commercial tariff group, kivg up about 54% of the total. While the
domestic market showed the highest increase irs sader the prior year, expanding by 9.8% in
2005 relative to 2004. Table 8.1a shows the ovesais in quantities (kWh) for electricity
during each quarter per tariff group. Chart 8.Xpldiys the market share per group.

% change
Total sales
volumes
05/04

1.07%
8.06%
5.96%
6.15%

263,904,433 5.34%

2005 Domestic Commercial Large Total Sales
(in kwh) (in kwh) Consumer volumes
(in kwh) (in kwh)
Quarter 1 18,410,273 34,336,806 8,967,200 61,714,279
Quarter 2 21,708,238 34,950,618 8,906,710 65,565,566
Quarter 3 23,376,990 36,252,062 9,254,290 68,883,342
Quarter 4 21,429,003 35,561,036 8,964,210 65,954,249
Total 84,924,504 141,100,522 36,092,410
Table 8.1a Quarterly Electricity Sales volumes per  tariff group

Market Share Electricity Tariff Groups 2005

36,092,410 (14%)

84,924,504(32%)

@ Domestic electrical usage
B Commercial electrical usage
O Large consumer electrical usag

142,887,519 (54%)

Chart 8.1a Market share of Tariff groups
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Domestic Electricity Sales Quantities

In the first quarter of 2005, total electricity eslvolumes reached 18,410,273 kWh, this
represents 881,570 more kWh than the same peregdar before. During the months April,
May and June 21,708,238 kWh were sold. Comparg¢dei@ame period in 2004 a considerable
increase of 14.21% was noted. Sales quantitieheelaa peak in the third quarter, due to extra
electricity demand, and the capacity needed faremsed usage in air conditionings and cooling
systems. Total domestic sales volumes duringgiiéster went up by 11.14%. In th8 duarter,
domestic sales expanded by 8.5 percent.

Commercial Electricity Sales Quantities

Total sales volumes in the commercial tariff grdap the year 2005 increased marginally by

2.8%. The largest expansion in sales was notedgltine second quarter of the year increasing
from 34,645,234 kWh in 2004 to 36,737,615 kWh irD20As sales quantities in quarter 1

remained basically unchanged compared to this guisr2004. Growth in sales volumes for the

last two quarters of the year were registeredsapércent and 3.8 percent respectively.

Large Consumer Electricity Sales Quantities

This tariff group constitutes 14 percent of elextyi sales in 2005. In spite of being the smallest
contributor, a total of 36,092,410 kWh was soldhis market, representing an increase of 5.2%
over total sales quantities in 2004.

In January, February and March 2005, a sum of §2887kWh of electricity was sold to large
consumers. This was the only quarter in which dinkedn sales volumes was noted when
compared to a year before (-2.88%). Positive growmdis recorded in all other quarters of the
year, suggesting increased usage among hotelstla@diarge consumers in this period.
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8.2 Water

Yearly Developments

Contrary to the electricity sales volumes in 200tereby the commercial sector contributed the
majority to the total, domestic water sales wadldngest contributor to total water sales in 2005.
Domestic water sales quantities accounted for 6204%he total and compared to 2004 this
group expanded by 5.3 percent. Overall water sglestities expanded from 2,938,070m3 in
2004 to 3,159,659m3 in 2005 or an increase of 7.5&ble 8.2a shows the overall sales in
guantities (kWh) for water during each quarter taeiff group.

(m3) Domestic| Commercid| Large Total Sales| % change
consumer volumes Total Sales
volumes
05/04
Quarter 1| 484,081 205,728 123,957 813,766 11.08%
Quarter 2| 507,956 184,559 112,051 804,566 9.79%
Quarter 3| 493,720 162,032 103,201 758,953 3.05%
Quarter 4| 486,362 177,206 118,806 782,374 6.27%
Total 1,972,119 729,525 458,015 3,159,659 7.54%

Table 8.2a Water Sales Quantities (kWh) per quarter  per tariff group

Domestic Water Sales Quantities

Quarter 1 & 2

Domestic water sales volumes in the first 3 momththe year amounted to 484,081 m3. When
comparing this amount to sales volumes in the 8ratonths of 2004, an increase of 8.6% was
recorded. When comparing the amount of water si@eslomestic purposes in the second
guarter of 2005 with the amount produced in theesponding period of 2004, an increase of

7. 6% was noted.

Quarter 3 &4

Domestic water sales quantities expanded in eaatteywof the year, increasing mainly by
single-digit growth. During the final two quarteskthe year increases of 1.4 percent and 4.0
percent were registered.
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Commercial Water Sales Quantities

Quarter 1 & 2

Water sales in the commercial sector in the fiedt bf 2005 accounted for 49% of total water
sold in that period. When comparing the water poedufrom January to March 2005 to the
corresponding period of 2004, an increase of 9.48 woted. While an increase of 7.19 was
noted in the following three months of 2005 relativ the corresponding period in 2004.

Quarter3 &4

Commercial water sales quantities also expandedcdh quarter of the year, increasing mainly
by single-digit growth. During the final two quardeof the year increases of 3.8 percent and 0.5
percent were registered.

Large Consumer Water Sales Quantities

Quarter 1 & 2

The large consumer tariff group represents the Isstajroup in water sales volumes however;
the biggest increases were seen within this cayethwoughout the year. The first two quarters
saw growth of over 25 percent each when comparethdocorresponding quarter one year
before.

Quarter 3 &4

During the third quarter of 2005, the growth ratewater sales in this category eased to 10
percent, and then went up sharply during the towemson increasing by 28.6% in the last
guarter of the year compared to the last quart@0o#.

See chart 9.2a for a breakdown over the past tacsye
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Water Sales quantities per quarter 2003-2005
800.00¢ 22004
4
750.000 = 2005
D
700.000 02003
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] Quarter1 | Quarter2 | Quarter 3| Quarter4
@m2004 732.585 732.805 736.461 736.219
m2005 813.766 804.566 758.953 782.374
02003 701.062 683.718 697.980 678.658

Chart 9.2a Water Production per quarter 2003-2005
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9.0 Gasoline Industry 2005

The gasoline industry report is written solely fromleaded gasoline (ULG) retail volumes that

were sold through various retail gas stations. d&ta itself has been submitted by the island’s
two main wholesalers -- Sol and Chevron. Commetoiainesses and marinas sales volumes
were not included.

Yearly Developments

Overall retail gasoline sales volumes remained mbuthe same in 2005 compared to 2004 as
the industry expanded by a minor 0.78 percent.bsplute terms this represents a total of just
over 240,000 more litres of unleaded gasoline golA005 than the year before. Though when
compared to 2003, a much higher level of sale dtiesis being achieved now, as the market
grew by 20% relative to that time. This means #ititough the level of sales volumes increased
over the past two years, the growth rate in 20@5dnapped significantly.

Gasoline price increases on the local market stheebeginning of 2004, may have caused
overall demand and therefore consumption of gasadiadrop, this together with the slight
contraction of tourists coming to the island dur@p5, could provide possible reasons for the
slow down in growth of retail sales in this segmefnthe market.

World oil prices continued to be volatile in receefrs. In 2003, the average price per barrel of
crude oil was $28.50 growing by over 25% to abodb.8 per barrel in 2004. According to
figures of the EIA crude oil was projected to average about $58 i8éreel in 2005.

These increases were reflected in the rising pticatslocal wholesalers would then have to pay
per gallon to import the gasoline, and subsequentlthe rise of retail gasoline prices at the
stations throughout the year.

The following table provides a quarterly overviefwetail sales volumes per wholesaler in 2005.

2005 Sol Texaco Total %chg 05/04 %chg 04/0
Qrt-1 4,244,500 4,032,467 8,276,966 4.59 30.57
Qrt -2 4,416,104 3,827,377 8,243,481 12.01 16.84
Qrt-3 4,808,793 2,936,114 7,744,907 3.03 16.29
Qrt-4 4,455,294 2,673,314 7,128,608 -14.75 24.8§
Total 17,924,691 | 13,469,272| 31,393,962 0.78 22.07

Table 9.0a Retail Sales Volumes per quarter 2005 (i n litres)

* Energy Information Administration
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Quarterly Developments

Quarter 1

In the first quarter of 2005, the gasoline industrgorded a moderate increase of 4.6% in retail
sales volumes when compared to the same periodO#. Z his growth resulted primarily from a
near 11 percent increase in volumes from Sol; wheet the start of the year its retail volumes
noted high double-digit growth.

Conversely, Texaco service stations opened thewira high-double digit deficit in volumes
when compared to the start of 2004. Overall sabdsmes for Texaco in the first quarter of 2005
contracted by 1% relative to the first quarter 002. This was despite growth in the high-season
within the stay-over and cruise tourism sectorse Tirst quarter performance can be
characterised as poor when compared to the 30 ngegcewth rate that was achieved in 2004
compared to 2003.

Total retail volumes in the first three months 603, expanded by approximately 37 percent
when compared to the first three months of 2003.

Quarter 2

According to total sales volumes submitted forri@nths April through June 2005, the gasoline
industry expanded by 12 percent, marking the biggesease in retail volumes for any period in
the year relative to 2004. Both Sol and Texacocatgid an increase in their volumes of 17
percent and 6 percent respectively. Notable is ttiatgrowth came in spite of a 24-cent price
increase that went into effect mid April 2005.

Quarter 3

Though over the past three years, total industiynaes in the third quarter have continued to
make a good showing, the growth rate has deceterédéling from 16.3 percent in the third
quarter of 2004 over 2003, to about 3 percent duite third quarter of 2005 relative to 2004.
When compared to quarter three of 2003, an increlapproximately 20% is noted.

Sol retail volumes increased considerably during tjuarter, climbing by 30 percent compared
to the third quarter of 2004. While Texaco voluniedicated a decline (-23%) relative to the
same quarter in 2004.

Quarter 4
During the last quarter of 2005, there was a ceotita in retail sales volumes of approximately
14 percent. This resulted mainly from a sizeablgpdn Texaco’s sales volumes of about 35

percent, following the second price increase int&aper of the year. Shell however, noted a 5.7
percent increase in sales quantities during thi@g@eelative to the same period in 2004.
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Texaco

When reviewing each wholesaler individually on antidy basis, for the months January
through December 2005, the following developmergsavobserved:

During the month of January, retail volumes droppgdpproximately 23 percent compared to
the same month one year earlier. This was due decline in sales volumes at each Texaco
station during the month. Sales volumes picked uning February growing by 38% compared

to February of 2004 and for the next months, MaiMay 2005, growth was maintained by

5%, 17% and 22% respectively.

In the month of June, monthly sales volumes felbhyercent compared to the previous month.
This was due to the fallout in volumes of a majervge station - Welfare Road Star Mart as
well as the Airport Road gas station. The WelfamadR Star Mart has been the second largest
station in terms of retail sales volumes, and cbuated to 27% of total volumes sold in the first
six months of the year before its closing. The intgeereof, lead to a consistent decline in retail
volumes in the remaining months of the year, whenmared to 2004.

Retail volumes in June 2005 shrank by 16% when ewetpto June 2004, this trend continued
well into July, August and September with decreage&l %, 32% and 16% respectively, when
compared to the corresponding months of 2004.

During the months October to December 2005, theldeation in sales volumes became more
significant, plunging by 31%, 32% and 41% respe&tyivrelative to these months a year before.

Monthly Percentage change 2005-2004
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Chart 9.0a Monthly percentage changes in volumes ga  soline industry
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Sol

In reviewing the total monthly retail volumes oflService stations, it is noted that there was an
overall increase each month in 2005 when compardiget corresponding month in 2004, except
for November which registered a slight drop in sajeantities of 2.8%. The increases resulted
primarily from a major upswing in volumes at the ddane Estate-Blanchfield and Brenliger
service stations.

Overall retail volumes sold in January 2005 inceeldsy 22 percent over the same month in
2004. In February 2005 the growth rate slowed dmeording an 3.5 percent increase relative
to February 2004. While in March 2005 sales volumere about 7 percent higher than this
month one year before.

Retail sales volumes in April 2005 continued altimg growth path, rising by almost 13 percent
relative to April 2004. Despite price adjustmentstbe local petroleum market in April, overall

sales volumes maintained its positive growth tranthe months that followed. An increase of
11 percent was indicated for the month of May 2ative to May 2004.

Contrary to the decline of Texaco, volumes in JR8@5 noted high double-digit growth (28%)
for Sol. Due to growth in excess of 200% by the Wtad Estate gas station, and over 100%
growth for Brenliger service station in Simpsonb@pe months July, August and September
recorded an overall increase in volumes of 32%, 26%33% respectively.

During the months October to December, a slowdowrthie growth rate can seen when
compared to the high increases through the secoadey. This may have been a direct result of
the Naf. 0.35cent increase per litre on unleadedlgee, following high world oil prices which
were aggravated by the adverse effects of hurrickag¢rina and Rita.

Interestingly, a closer look at the individual sias show that most Sol service stations recorded
a decline in sales volumes on a monthly basis vdoenpared to the same month in 2004. This
was particularly evident in stations such as SRotd, the services station in Sucker Garden and
Tackling service station in Colebay. It can be assth that a combination of higher prices,
location and a slight slow down in the stay-ovarrigm market during 2005 has impacted the
level of volumes sold by these stations. The SteBegas station also noted considerable
declines in the early part of the year compare2lO@4, however retail volumes picked up in the
second quarter of 2005.

The overall sales pattern show a rather uneveradpreretail volumes whereby the market was
dominated by strong performances from the Madan&&and Simpsonbay Stations.
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