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1 Executive Summary

Highlights:

The economy of St. Maarten continued to expandndutie first six months of 2006, supported
primarily by sustained developments in the consiomacsector; with the progression of various
projects such as the new airport, harbour expanswestin Resort & residences, new
government building, fish market & customs buildinggrade/construction of several marina’s
as well as an increase in the stay-over tourisnketar

Contrary to developments at the end of 2005, grawthin the tourism industry seemed to have
made a swap. While the stay-over segment had ddoploghtly at that time, figures show an
increase of just under 1% during the first hal6D6. Total number of stay-over visitors up to
June 2006, was also slightly higher than in Jur@t20

The cruise segment however, fell by 3.3% duringfitts¢ six months of 2006. According to The
St. Maarten Harbour Holding Company, this was duéter demand, hence fewer bookings
amongst a number of the cruise lines to the Caaiblyegion. This was also apparent in lower
arrivals during this period for some of our compgtcruise destinations in the region. There
were 34 fewer ships calling at our port in thetfgix months of this year compared to this period
in 2005.

Compared to June 2005, the consumer price indexbg<.7%, due mainly to increases in the
sectors ‘drink & smoking products’ as well as ‘tsgaort & communication’.

Total receipts from Turnover tax in the first sibonths of 2006 were 4.4% higher than this same
period in 2005. A moderate rate of expansion wt@mpared to the high double digit growth
that was experienced over the past two years.

When looking at the number of requests receivedfbusiness license in the first half of 2006
compared to this period in 2005, an increase ofs96oted. While there were 31 requests to
withdraw a license up to June 2006 compared toiftftdvawals at this time in 2005.

Government income on a cash basis, went up by ajppately 25 percent in the first 2 quarters
of the year. Mostly accounted for by the strongwgloin wage (12%) and profit taxes (111%).
Tourism-related tax revenues also made a good sigowiith an almost 30 percent increase in
room taxes during the first half of 2006, while éishare taxes grew by 12%. Revenues from
rental tax however, declined by 9.8%. Earnings ublovehicle taxes, expanded modestly by
4.4% during the review period.

In the banking sector, resident deposits contirtaenlitperform loans, though the pace of growth
edged down in 2006 compared to the half year pend@d05. Growth in loans intensified in the
first half of 2006, climbing by (19%) compared b%6) in the first half of 2005.
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The utilities sector expanded in both electricityl avater sales volumes during January to June
2006 relative to one year earlier. While growthwater sales slowed during 2006, electricity
sales climbed higher with an increase of 7 percent.

During the first half of 2006 overall gasoline sat®ntracted by approximately 5 percent. Due to
lower sales particularly in the first quarter.

Outlook for the remainder of 2006:

The economy of St. Maarten may have an equivalergven slightly lower performance in
2006, to that of last year. While stay-over tourisnexpected to pick-up further when compared
to 2005, cruise tourism on the other hand is pteptto keep in line with its current contraction.

The completion of several ongoing tourism-relategjgrts in the latter part of this year, will set

the stage for enhanced growth in our tourist higasen and spill over into 2007. Resulting from
increased capabilities to cope with greater volumfegassenger arrivals, expansion in various
accommodation facilities as well as expected gairsnployment.

Government tax revenues are therefore projectétctease within this same period, while TOT
will continue to expand however at a slower ratesaeen with the present single digit growth.

When looking at developments within our source retgkthe rate of expansion in the United
States has moderated after exceptionally strongvtgron the first quarter of 2006. This
slackening of growth is expected to continue indbeond half of the year, given the anticipated
moderation in household spending resulting fromeakening housing market, higher oil prices
and the continued tightening of monetary policyoh in Western Europe continue to show
significant improvements while economic activityma&ned robust in most Latin American
economies and prospects for the whole region ascdevare expected to remain positive.

While according to the Economic Commission for hadimerica and the Caribbean (ECLAC),
this region will grow by around 5% in 2006 and 4.5%2007 within the context of a moderate
slowdown of the world econonfy.

! Monthly Bulletin September 2006, European Ceraaik (ECB)

2 Economic Survey of Latin America and the Caribb2805-2006
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2 Research Methods

Figures shown in the table: Selected MaEmmnomic Indicators St. Maarten were obtained from
various sources. The Central Bureau of StatisS) provided all figures pertaining to GDP,

inflation and unemployment. Data on the Externat@dmt, which includes merchandise and
tourism imports & exports, were acquired from then@al Bank of The Netherlands Antilles

(BNA), as were figures on Bank lending. The Deparitnof Finance furnished figures on

government revenues and expenditures. Stay-ovestostatistics in this report were acquired
from the St. Maarten Tourist Bureau, while cruigpufes where supplied by The St. Maarten
Harbour Holding Company.

The Department of Business Licenses & Permits pexvifigures on the number of requests as
well as issued licenses for business openings &wings for the year 2006. Utility statistics
were sent to the department by management of GEETBese statistics are split by water (m3)
and electricity (kwWh) sales volumes.

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. Turn over tax (T@d9 provided by the Federal Receivers
office, as was data for AVBZ.

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

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 thatgae 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 extrapolatidhesfe quarterly figures to determine a trend
for each indicator. These trend lines easily giveidea of how each indicator has been
developing.




3 Macroeconomic Profile:

SELECTED ECONOMIC INDICATORS ST. MAARTEN
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2002
!Nominal GDP (in millions Naf) 863.4
Real GDP Growth (% change) 1.7
Inflation (% change) 50
Unemployment Rate (%) -
Population (CBS estimations) 31956
*Tourism:
Stay-over arrivals B0
Cruise arrivals 15040

2003
917.8
5.0
1.6
17.5
33317

427,587
1,171,734

3External Account (millions Naf): Transaction Basig*

Trade Balance 8448 -542.5
Merchandise exports 294.1 461.6
Merchandise imports 778.4 1,004.1
Tourism exports 58 963.1
Tourism imports 250 256.4
Net 624.9 706.7
“Bank Lending(in millions):

Total Lending 796.6 826.8
Mortgages 227.0 224.8
Consumer 113.0 119.1
Business 456.4 482.8

®Government Finance St. Maarten: ( in millions Naf)

Revenues 152.2
Expenditures 174.9
Budget Balance 227
Budget Balance (% of GDP) 2.3%

* Budget 2005
Sources 1: Central Bureau of Statistics (CBS)
2 :St. Maarten Tourist Bureau

3 & 4: Central Bank of The Netlardis Antilles

5: Island Government Departmerfiofnce

143.1
158.1
-15
-1.41

2004 2005 2006 (Jung
975.4 1,049.3 -
4.5 4.8 -
2.1 3.1 2.7
- 13.4 -
35035 35910
475,032 467,861 257,737
1,348,450 1,488,461 805,045
-710.3 -815.5
589.9 812.0
1,300.2 1,627
1,096.9 1,108.5
196.5 186.0
900.4 922.5
8,971 10,525 5,931
2,447 2,4961,388
169.8 2,3261,378
482.7 5,7033,164
168.3 190.5*
165.2 0589
3.1 0
0.2 0%

Table 3a Economic Indicators 2002- June 2006

N



Half Year Economic Report 2006
Department of Economic Policy & Research

3.1 Inflation

Prices of goods and services are constantly sutpechange for various reasons. Price indices
aim at providing an overview of these price changése Consumer Price Index (CPI) reflects
the change in prices of a basket of goods and@Enas consumed by family households in a
certain base period, which for this report is 198 Consumer Price Index is widely used as an
indicator or inflationary trends in the economy @&edves as a cost of living index.

The first modern Consumer Price Index in the Né#mels 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.

Half Year Developments®

The consumer price index for St. Maarten increagdu 0.4% from the month April 2006 to
June 2006; the CPI was 120.6 in April 2006 and @ #1June of 2006.

Consumer Price Index

140

1175 117.9 1183 120.4 120.7 120.1 120.6 1211

Feb-05 Mar-05 Apr-05 May-05  Jun-05 Jul-05 Aug-05 Sep-05 Oct-05 Nov-05 Dec-05 Jan-06 Feb-06 Mar-06 Apr-06 May-06  Jun-06

12

o

10

S
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o
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2

o

o

Graph 3.1a Consumer Price Index per month Febru&905-June 2006

The table above shows the developments of the IGRI February 2005 until June 2006. The
CPI only declined in the month of February 2006e Témaining months show a constant rise.
Showing that the cost of living on St. Maarten imseased continuously during this period.

3 Source CBS
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1. Differences in price per category between April dnde 2006:

Category Percentage change
Food - 0.4%

Liquor and Tobacco +0.9 %

Living +0.5%

Furniture and appliances + 0.4%
Transport and communication + 0.8%

Extra +0.1%

Table 3.1a Percentage change per category Apriltme 2006

In June 2006 the only category that showed a drqgices was the category food, which went
down by 0.8% . While the biggest changes were d=zbin the categories ‘Liquor & Tobacco’
& Transport and communication, both increasing B¢®and 0.8% respectively.

2. Throughout the 12-month period June 2005 througle 2006 the Consumer Price Index
(CPI) for St. Maarten showed an increase of 2.7B& dverage rise in price over the last
12 months compared to the previous 12 months @avavunt of 3.3 %.

The graph below presents the CPI trend from JuB8 1®June 2006. The CPI has increased by
a total of nearly 16.5 % in the last 8 years, whechn average of approximately 2% each year.

Graph 3.1b Half year Consumer Price Index 1998-2006

Half year CPI
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4 Unemployment

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

Half Year Developments

According to the figures from the Island Labour Bement, the amount of persons who
registered as unemployed in the first half of 2@d&unted to 245, while the amount for the
same period of 2005 was 329. Of the 245 persons refistered as unemployed in 2006, 88
were male and 157 were of the female gender. Ifitsiehalf of 2005, 130 males registered as
unemployed while 199 females registered as unereglay the Island Labour Department.

Persons registered

as unemployed Male | Female
Qrt1 05 162 69 93
Qrt2 05 167 61 106
Half Year Total ‘05 329 130 199
Qrt 106 145 50 95
Qrt2 06 100 38 62
Half Year Total ‘06 245 88 157

Table 4 Registration unemployed males and femalasthe first half of 2005 and 2006

Quarterly Developments

In the first quarter of 2006, the amount of totaigons that registered as unemployed amounted
to 145 of which 50 were males. Females who regdters unemployed almost doubled the
amount of males who registered in this period, amiag to 95.

During the same period in 2005, a larger amounpeskons registered as being unemployed.
This figure was 162 with 69 being males and 93 ¢péamales.

Quarter 2 of 2006 saw a decrease in the amouneable who registered as being unemployed
compared to the preceding quarter. This quarter aavotal of 100. The Island Labour

Department only registered 38 men, while 62 womenewegistered as unemployed. During
this same period of 2005, 167 persons registeregnamployed of which 61 males and 106
females.



5 Business Activity

5.1 Turnover Tax

The Turnover Tax (TOT) is the best source of maaguthe performance of the economy.
Currently, the TOT is 3% of the gross turnover obkibness’ activity. As a result of the TOT

being implemented on the gross turnover, it seagea good indication of developments in the
economy. Meaning when there is more economic agtigovernment will receive more TOT

and conversely, with contraction of the economwegoment 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 fluchnatto maintain a relative level to compare
economic developments.

The TOT is an aggregated lump sum, which does osist 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 thecelfdralization and integration of the

Inspectorate of Taxes and the Island and Fedei@@iiRes’ 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 witimpdete, detailed, economic information.

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

With the categorization, we could have been ablanalyze businesses whose primary market
are tourists and compare those businesses’ whaosargrmarket are the locals. Then we could
extrapolate their findings to ascertain where thajonity of the economic contraction 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 ancereie of the Central Government however,
Sint Maarten receives a portion (1%) from the Car@overnment. In this analysis, DEPR uses
the TOT figures as a means to measure and morgtomoenic activity and not to ascertain the
financial aspect of the TOT.

Half Year Developments

The total amount of TOT collected in the first hailf2006 amounted to Naf 40,014,354. When
comparing the amount collected in the first hal2606 to the amount of 2005 for that same
period, it shows a growth of 5.7%, while comparihig same period with 2004 it indicates an
increase in economy activity of 32.7%.
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Quarterly Developments

Quarter 1

In the first quarter of 2006, Naf 21,750,679 wadlembed in TOT on St. Maarten.
Compared to the first quarter of 2005, this is ppreximate increase of 4.37%, while when
compared to the corresponding quarter of 2004narease of 40.7% is noted. This suggests a
further expansion of the economy on the island @amdncrease in consumer spending due to
sustained confidence in the economy.

Quarter 2

In the second quarter of 2006, Naf 18,263,674 wakeated in TOT. When comparing the
amount received in this quarter to the same pesfa2005, an increase of 7.33% can be noted
and when compared to quarter two of 2004, an isereaf 24.28% was recorded.

2004 2005 2006 % 06/05 % 06/04

Quarter 1 15,457,337 20,839,12% 21,750,679 4.37%| 40.71%

Quarter 2 14,696,052 17,016,426 18,263,674 7.33%| 24.28%

[

Total 30,153,389 37,855,551 40,014,353 5.70%| 32.70%

Table 5.1a Turnover tax per quarter for the firsialf of 2004-2006

Monthly Developments

In January 2006, St. Maarten’s contribution in T@r the Federal Government revenues
amounted to Naf. 6,492,857. This is 11.44% lesa tha contribution in January 2005, while
compared to January 2004, St. Maarten collecte®B34.more TOT than in January of 2006.

In February 2006, the Federal Government collebtefl 7,351,624 in TOT from St. Maarten,
11.23% more than in February 2005 and 46.77% ni@e in February 2004. When looking at
the statistics for March 20086, it is noticed thabtal of Naf. 7,906,198 was collected in TOT on
St. Maarten. Being 14.61% higher than in March 2808 40.77% more than in March 2004.

During the month April 2006, revenues collected @T were up by 5.3% compared with this
same month in 2005 and by 28 percent relative 62120n May 2006, growth continued by 14.6
percent relative to last year.

TOT revenues received were highest in the monéfsuary and March, although the month of

March and May saw the highest percentage increatem compared to the corresponding
months in 2005.

11
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Monthly TOT 2004-2006

9,000,000
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02004
W 2005
002006

January February March April May June

Graph 5.1a Turnover tax collections January to Jur2904-2006

Trend

Turnover tax shows an increasing trend in the twsi quarters over the years 2004 to 2006.
Although the growth was quite slow until 2002 doalelayed effects of September 11, such as
decreased tourist arrivals and a lack in consurogfidence, TOT has seen an increase since
2003 which has been increasingly growing.

12
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5.2 Business Licenses

Figures on the total number of business licensggesed, issued and cancelled were provided
by the Department of Licenses and Permits for N¥artnerships and Sole Proprietorships (of
applicants who were born outside of the NetherlaAdslles). The licenses issued are not

considered issued until the Island Government giagproval to open the business.

Cancellations, however, are booked as soon asdfeest is submitted. Data on business
registrations and closures for sole proprietorstopsAntilleans and naturalized citizens are

provided by the Chamber of Commerce & Industry; beer, these were not available at the

time of publishing of this report.

The amount of business license requests and witladsacan be used as an indication on how
confident the business community feels about tlme@ny. It should be noted that the Island
Government could only withdraw a license when thaer/director of said business, requests
the license to be cancelled. Since one is allowelold on the license even when closing the
business, the number of licenses withdrawn mightraefiect the actual number of business
closings.

Half Year Developments

During the first 6 months of 2006, 531 licensesev@guested, while in the same period of
2005, 435 licenses were requested. This showscasase of 96 licenses than the year before.
This indicates that the level of confidence amdrgliusiness community has risen.

For the first half of 2006, 137 licenses were iskwehile in the same period of 2005, a total of
269 licenses were issued. Highlighting a declinssniance of 132.

Quarterly Developments

In the first quarter 2006, a total of 270 licenaese requested. When compared to the 202
licenses requested in the first quarter 2005, arease of 68 could be noted.

In the second quarter, 260 licenses were requestel® in the corresponding period of 2005,
233 licenses were requested.

Number of Requested & Issued Business license628@005
2006 2005
Requested Issued Request|tRequested| Issued Request|to
withdraw withdraw
Qrt1| 270 72 18 202 63 10
Qrt2| 261 65 13 233 87 16
Total | 531 137 31 435 150 26

Table 5.2a Requested and issued business licermethé first half of 2005 and 2006

13
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6 Services

St. Maarten continues to stimulate sustainable tiroand success in its service industries-
particularly tourism. This sector can be dividetbidifferent segments. The distinction is made
between the visitors who mainly arrive on the idldoy air and visitors who arrive by cruise
ships.

Tourist arriving by air- stay in hotels and guestbes; make use of the island’s restaurants,
supermarkets and car rental businesses amongst otiagyservices. These visitors are known
as stay over tourists. By analyzing the total tourist arrivals at PringeRiliana International
Airport Enterprise (PIJAE), we can compare the feauarterly and monthly developments of
arrivals at the airport with previous years.

In this report, this group of tourists will be dilgd into the following sub groups based on their
source destination:

North America

South America

Europe

Caribbean

Rest of the world

Visitors from within the Antilles, locals nor dontesflight information are taken into account.

The current airport facility has a maximum capaoiftyl.2 million passengers per year. With the
present expansion activities, the new airport imtrease its capacity to 2.5 million passengers
per year. We can in turn also expect the volumepasienger traffic to grow once the new
Princess Juliana International Airport EnterpriB&JAE) becomes fully operational.

The economic impact of the stay over tourist onN&tarten is quite different from the group of
visitors arriving by cruise ships - tloeuise tourist. The cruise tourist stays approximately one
day on the island. According to the St. Maartenrigon Master Plan, direct expenditure in St.
Maarten from the cruise ships is estimated to bthénregion of US$ 140 million, of which
almost two-thirds is spent on shopping (mainly atyeree goods).

14
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6.1 Stay-over Tourism

Stay over tourism continues to be the mainstayefisland’s tourism industry. It also supports
the viability of the airport, as well as the rargfébusinesses in the formal hospitality sector, the
downstream enterprises and other informal busirsestors. The outlook for this tourism
segment is very positive with record investmennhew tourist accommodation on the island.
Over the coming years, the capacity to cater fay siver visitors is expected to increase
significantly on St. Maarten.

Half Year Developments

The stay-over tourism segment expanded by justrutfdeduring the first half of 2006 relative
to this same period in 2005. A total of 257,73%twurs arrived by air up till June 2006, compared
to 255,874 in June of 2005.

The below graph shows that there were more avasrin the months January, March and June

in 2005 compared to 2006, while the air arrivalth@ months February, April and May for the
year 2006 exceeded the amount of air arrivals 06520

Air arrivals 2005-2006

60,000

51,264 50,643

50,000
46,632 46,890
44,945 45,338, 45,246

40,000 -
33,578 33,782 33,816 55 962
30,000 -

20,000 A

10,000 A

Jan Feb Mar Apr May Jun

2005 02006

Graph 6.1a Air arrivals for the first half of 200%nd 2006

4 St. Maarten Tourist Bureau
15
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The following table provides a summary of arriviayscategory, broken down further by main
source destination.

St. Maarten Air Arrivals - January - June 2004 - 2006
Jan-June 2004 Jan-June 2005 Jan-June 2006 % 06/05 % 06/04

Caribbean

Antigua/Barbuda 2,677 2,935 3,217 9.61% 20.17%
British/BWI 7,192 6,900 6,857 -0.62% -4.66%
Dominican

Republic 3,708 1,829 1,633 -10.72% -55.96%
Haiti 2,162 1,189 1,324 11.35% -38.76%
St.Kitts/Nevis 3,956 4572 3,588 -21.52% -9.30%
Trinidad/Tobago 1,397 1,353 1,533 13.30% 9.74%
Total 21,092 18,778 18,152 -3.33% -13.94%
Europe

France 32,847 31,605 32,885 4.05% 0.12%
Italy 2,507 2,648 2,164 -18.28% -13.68%
Netherlands 8,683 8,088 8,686 7.39% 0.03%
Russia 157 111 181 63.06% 15.29%
Other Europe 7,303 6,793 7,161 5.42% -1.94%
Total 51,497 49,245 51,077 3.72% -0.82%
North America

Canada 19,333 23,685 19,403 -18.08% 0.36%
United States 142,303 141,146 143,215 1.47% 0.64%
Total 161,636 164,831 162,618 -1.34% 0.61%
South America

Argentina 472 446 528 18.39% 11.86%
Brazil 480 473 1,525 222.41% 217.71%
Chile 122 196 162 -17.35% 32.79%
Venezuela 1,537 1,232 1,033 -16.15% -32.79%
Other America 2,767 2,547 3,302 29.64% 19.34%
Total 5,378 4,894 6,550 33.84% 21.79%
Rest of the World 11,825 11,076 12,493 12.79% 5.65%
Antilleans from

Abroad 6,271 7,050 6,847 -2.88% 9.19%
Total Rest of the

World 18,096 18,126 19,340 6.70% 6.87%
Total Visitors 255,770 25 5,874 257,737 0.73% 0.77%

Table 6.1a Air arrivals for the first half of 2002006 (by source of destination)

16
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From the above table, we can gather that the amafutaiurists from the Caribbean and North
American markets show negative developments duhadirst half of the year 2006 compared
to 2005. One of the airlines that service somelibaan routes is of the opinion that air arrivals
may have declined because of additional fuel caststhe rise in airport taxes in the Caribbean.
According to the Tourist Bureau another reasorttierdecline in passengers from the Caribbean
region could be a result of visa restrictions te trestinations; this phenomenon has also been
affecting many retailers on the island.

Category Caribbean 2006
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1,000 -

500 -

2,514
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Graph 6.1b Caribbean tourist arrivals for the firstalf of 2006

During the first six months of 2006, the majoritiyair arrivals from the Caribbean islands to St.
Maarten have taken place in April. From this infatian, it shows that we continue to
accommodate more visitors from the Caribbean abtiset and during the low season, which

highlights the importance of this market segment.

17
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Category Europe 2006
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Graph 6.1b European tourist arrivals for the firdtalf of 2006

In the first half of 2006, the European market segnshowed the majority of air arrivals to St.
Maarten in the months January and February. Winikg the months of March and June showed
a decline of 4% and 3% respectively relative tséhmonths in 2005.

Category North America 2006
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Graph 6.1b North American tourist arrivals for thérst half of 2006
The North American market saw the majority of ainals to St. Maarten during the months of

March and April 2006. When compared to these mootiesyear earlier, arrivals went down by
4 percent in March, but made a 10% jump in April.
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In relative terms the South American market, hadehast number of stay-over tourists visiting

our island. Nonetheless, this market is provingdee great potential as it grew by over 30
percent in the first six months of 2006 compare@Q05.

Category rest of the world 2006
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Graph 6.1c Rest of the World tourist arrivals fdne first half of 2006

Visitors from the ‘Rest of the World’ category saw increase of about 6 percent during the first
half of this year. Arrivals in this market reachtsdpeak during the month of April, compared to
this same month in 2005; an increase of 35 peisarited.
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Graph 6.1d South American tourist arrivals for tHast half of 2006
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6.2 Cruise Tourism

The region’s cruise tourism has encountered sorakeciyes throughout the first half of the year

2006. Stemming primarily from a number of developtsewithin the United States where the

majority of our tourists come from. Some of thegetdrs included the increase in fuel prices, a
weak dollar compared to the euro, appreciatiorhefiiousing market prices in the U.S and the
fact that many Southern U.S citizens are stillngyito recuperate from the natural disasters
(Katrina and Rita) in 2005.

Nonetheless, St. Maarten continues in its effastdbe a leading port of call in the industry.
Various improvements to the harbour are currengipdp made, which include the installation of
additional cruise ship moorings for mega-size @uigssels, the re-enforcement of existing
fenders along the cruise ship jetty and the curcenstruction of a new tender jetty. This will
hopefully have positive effects for our cruise iear, therefore leading to an increase in cruise
ships and passengers to our island.

Half Year Developments

Total number of cruise passengers visiting ounislen the first half of 2006, totalled 805,045,
when compared to this same period in 2005, a catigraof about 3 percent is noted. The data
in below graph shows the trend in the first six thenof 2006 and 2005 as well as what was
projected by the harbour for 2006. The passengeogection was higher than the actual amount
of visitor arrivals registered in the months Jaguarough April 2006. While the months May
and June recorded a higher number of actual passetigan were projected.

Cruise passengers 2005-2006

250000

200000

. *N/\

100000 - \
S

50000 A

january february march april may june

‘ —e—passengers 2006 —=—passengers projection '06 passengers 2005

Graph 6.2a Cruise passenger arrivals for the fitslf of 2005-2006
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Monthly Developments

When looking at the cruise visitor arrivals on antidy basis, arrivals were down in each month
for the first half of 2006 relative to 2005, withet exception of the month of May. During this
month there were 12 percent more visitors thamtbeth of May in 2005.

In addition, total number of cruise calls was ddwn34 for the half year 2006 when compared
to the corresponding period in 2005.

As previously stated above, “The changes recorde vinainly the increase in fuel prices for
cruise companies, a weak dollar compared to the and appreciation of the house market
prices in the U.S.” this was according to Managigector of St. Maarten Harbour Holding
Company (SHHC) stated in the Daily Herald on Sepieni %" 2006.

The following table presents an overview of the thgnarrivals up to June 2005-2006:

Passenger Totals 2006 |Passenger Totals 2005 % chg 06/05
January 165,773 178,231 -7.0%
February 157,220 164,100 -4.2%
March 176,707 182,012 -2.9%
April 146,473 150,387 -2.6%
May 89,624 79,501 12.7%
June 69,248 77,829 -11.0%
Total 805,045 832,060 3.25%

Table 6.2a Total cruise passenger arrivals 2005-200

Cruise calls 2005-2006
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Graph 6.2b Cruise calls 2005-2006
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7 Public Finance

7.1 Government Revenues

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

Government revenues are divided into eight maimcgsuof 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 ezhldirect taxes, serve as indicators for

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

Half Year Developments

The total amount collected in government revenuwes2006 was Naf. 108,748,475. When
comparing this to 2005, a growth of 24.82% is sdém following graph shows the percentage
change for the first half in government revenuesralie past 4 years.

Half year % change
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Graph 7.1a Percentage changes for the first half2603-2006
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As with previous years, the leading income genesaito 2006 were wage tax, profit tax and
‘other’ revenues, which contributed 52.7%, 20.17%d al3.56% respectively to the total
revenues collected. The biggest increases in r@egewere seen in profit and income tax, noting
increases of 1273.04% and 111.10% respectively.tDulee high amount of wage tax that was
refunded in the first half of 2005, income tax u@s during that period. Therefore, the increase
of over 1000% is a highly inflated figure due tlhdsv amount. Moreover, it has also become
evident, that when a substantial payment is mada byg company, the figure for profit tax
becomes inflated. This could be the reason thaetisesuch a large increase when compared to
the half year of 2005.

Of the tourism related taxes, two of the three gaweases. Timeshare tax saw an increase of
12.31% when compared to the half year of 2005,evwtdbm tax also saw an increase of 28.54%
when comparing the revenues received in the fia#ft &f 2005 with that of the same period of
2006. Collections from rental tax decreased by 9.8%

Quarterly developments

Quarter 1

Total collected government revenues amounted to@9a£30,548 in quarter 1 of 2006. This is
an increase of 28.43%% when compared to the totahne that was collected in the first quarter
of 2005. The increase in government revenues cattbleuted to major increases in income tax
(544.62%) and profit tax (105.95%). As previouslgmntioned, this is due to the large amount of
wage tax refunds paid out, which in turn lowereel #imount of income tax paid in the first two
guarter of 2005.

Government revenues received quarter 1 of 2001-2006
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Graph 7.1b First quarter government revenues 200008
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Quarter 2

The total amount of Government revenues collectethe second quarter of 2006 was Naf.
43,317,927. This is 19.73% more than was colletteitie same period of 2005. A significant
increase was noted in income tax (4380.86%). Tlais due to the negative amount of income
tax recorded in this period in 2005. This year figares have returned to its normal level, thus
noting an inflated percentage change when comparéte second quarter of 2006. The second
quarter of 2006 showed a decrease in rental taX92%). All the other revenues that were
collected showed increases when compared to the panod of 2005, including profit tax with
showed an increase of 129.70%.

Government revenues received quarter 2 of 2001-2006

50,000,000
45,000,000
40,000,000 —
35,000,000 -
30,000,000 -
25,000,000 — |dquarter 2 totals
20,000,000 —
15,000,000 -
10,000,000 -
5,000,000 —
0

2001 2002 2003 2004 2005 2006

Graph 7.1c Second quarter government revenues 20006

Monthly developments

When reviewing the sum of government revenues cgteon a monthly basis, data shows that
collections improved in most months of 2006 com@aie the same month one year earlier,
except for the month of April, which showed a deses of 22% when compared to April 2005.
June was the month with the highest recorded delflerevenues, with earnings increasing by
57% relative to June 2005. This was mainly duehto large increases in income tax (554%),
profit tax (221%) and other revenues (449%).

The main contributor towards government revenuegiemax, showed a consistent increase in
most months in 2006 compared to 2005. Collectiamsnfincome taxes fluctuated much
throughout the months of 2006. A negative balanae moted at the onset of the year, though in
March a reduction in refunds allowed for an inceeas14.33%.
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Trend

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

Tourism related taxes

3,500,000

—e— Time Share Tax
3,000,000
/07/‘ —#— Rental Tax
2,500,000 - —
\/ —A— Room Tax

2,000,000

% —Trend time share
1,500,000 tax
= Trend room tax

1,000,000

5_4—-?_“ —Trend rental tax
500,000 -

0

2002 2003 2004 2005 2006

Graph 7.1d Trendline Tourism-related taxes 2002-800

While developments in earnings through direct taxese as follows over the past 5 years:
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Graph 7.1e Trendline Direct taxes 2002-2006
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7.2 AVBZ

The AVBZ (General Insurance on Special Medical Ergas) is a social insurance against risks
that are difficult to insure. This includes chrorilnesses, long hospitalization, long-term
psychiatric hospitalization and the care of mewptalhd physically handicapped persons. The
premium is 2% per annum. Single persons with anetial income of maximal Naf 5.200, - and
married persons with a net annual income of maxiNal 5.900, -, pay 1%. If the net income
enjoyed in a calendar year is more than Naf 300.90@ premium is indebted for the surplus.
The premium of 2% is divided in 1.5% for the acdooh the employee and 0.5% for the
employer. Just like the AOV/IAWW, the AVBZ is diréctrelated to the employment figures.
The AVBZ is an even better indicator for employméran the AOV/AWW because workers,
who have reached the retirement age but are siilking, also contribute to AVBZ but are not
required to pay AOV/AWW. This means that the entuarkforce is represented by the AVBZ
indicator.

Half Year Developments

Total AVBZ premiums collected for the first half tie year 2006 amounted to Naf 7,403,550
growing by 12 percent over this same period laat,y@hen the total was Naf 6,602,374.

Quarterly Developments

In the first quarter of 2006 a total of Naf 3,68%4was collected, this represents an 8.6%
increase over the first quarter of 2005 which hatbtal of 3,379,308 guilders. Therefore
suggesting a sustained upturn in the employmem&tsiin on the island, as the growth rate was
around 6 percent during this quarter last year.

For the second quarter, an amount of Naf 3,734ylacollected for AVBZ, when compared to
quarter Il of 2005; an increase of approximately décent was recorded. Similar to the
developments in the first three months of the yiwer rate of expansion continued to improve in
guarter 2, as growth was recorded at 12 perceimglthis period last year.

2004 2005 2006 % 06/05
Qrtl 3,173,354 3,379,308 3,669,409 8.58 %

Qrt2 2,876,924 3,223,065 3,734,140 15.86 %
Total 6,050,278 6,602,373 7,703,549 12.13%

Table 7.2a Quarterly AVBZ collections for the fir$talf of 2004-2006

Monthly Developments

The sum of Naf 1,300,905 was collected for the AVBZmiums for the month of January
2006, which was the second highest collected amfmurthe half year 2005. In February 2006
Naf 1,146,226 was collected which is 17% more thiat of 2005 but at the same time this
constituted a decline of 3% over February 2004.
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March recorded a sum of Naf 1,222,278, which washgher than collections in that month of
2005; relative to 2004 an increase of 36% is noted.

AVBZ premiums in April of 2006 accounted for theghest collected amount for the half year,
being Naf 1,350,332. The month of May recordedtal tof Naf 1,160,063 being 5% less than
one year ago, while June saw the largest expans®nthe previous year of 24%.

Trend

Developments AVBZ Jan-June 2002-2006
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Graph 7.2a Half year developments AVBZ 2002-2006

In reviewing the total amount collected in AVBZ priems, for the half year since 2002, it is
noted that collected premiums have been risingddteéor the past three years after a dip in
2003, signalling positive developments within tabdur market during this period.
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8 Banks

Monitoring developments within the banking indussylso one of the key economic indicators,
which we have deemed as important to ascertairise joumn the economy of Sint Maarten.

The banking information for Sint Maarten is sphta four categories, namely:

Resident deposits

Resident loans

Non-resident deposits

Non- resident loans deposits

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

8.1 Resident Deposits

Deposits can be divided into three categories, hademand deposits, saving deposits and time
deposits. Demand deposits are also known as cuadunt deposits. Savings deposits are
meant for saving your money. Time deposits are siegpmade on a long term basis.

Quarterly Developments

Resident Deposits 2006
X 1000 Naf

Qrtl Qrt2 Half Year Total
Demand 1,335,081 | 1,442,246 2,777,327
Savings 831,874 857,768 1,689,642
Time 1,056,192 | 1,126,037 4,466,969
Total 3,223,147 |3,426,051 6,649,198

Table 8.1a Quarterly deposit developments for thistfhalf of 2006

Total resident deposits for the first quarter o0@@mounted to a total of NAF 3.223,147,which
when compared to the first quarter of 2005 shownanease of 14.6%. This increase can be
attributed to the growth of all three sectors opatsts. It shows that demand deposits have
increased by over 13 %, savings deposits went upppyoximately 15 percent and the time
deposits increased by 15. 9%.

During the months April to June 2006, total restddaposits amounted to NAF 3,426,051.
When compared to the same period of 2005 it exmghbgel6.5%. Demand and time deposits
both have increased with about the same percemtfid@.3 % while savings increased with
14%.
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Monthly Developments

The largest increase in the first quarter of 200&lémand deposits occurred in March. The
demand deposits in this month increased by 14.5oftpared to the same month of the year
2005. The lowest increase of the demand deposi¢ésinvdanuary 2006, namely an increase of
12.2%. Savings deposits increased most in the moinErebruary in the first quarter of 2006.
This was an increase of 17.1% comparing to theesponding month of 2005. Time deposits
increased by 16.7% in March 2006, this was theeltrgncrease in the first quarter of 2006
compared to the same quarter of 2005.

For the second quarter of 2006, the month of Jewerded the biggest increase in demand
deposits. The total deposits made for this perlomved an increase of 18.9%, compared to the
same month of 2005. Savings deposits had the bigga®ase in the month of April namely
14.7%. Generally speaking this was the lowest as®ef all deposits. Time deposits also had its
biggest increase in June. It showed an increa$6.4Po compared to the same month of the year
2005.

Resident Deposits Half Year '04 - '06
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Graph 8.1a Resident deposits for the first half 200006
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8.2 Resident Loans

Resident loans can be divided in the following ¢hcategories: business loans and individual
loans. Individual loans can be divided into thragegories; current account loans, time loans and
mortgages.

Quarterly Developments

Resident
Loans 2006
X 1000 Naf

Qrtl Qrt2 Half Year Total
Business 1,562,400 1,602,474 3,164,874
Individuals 1,366,994 1,399,302 2,766,296
Current account 13,286 16,546 29,832
Time loans 665,302 682,487 1,347,789
Mortgages 688,406 700,269 1,388,675
Total 2,929,394 3,001,776 5,931,170

Table 8.2a Quarterly loan developments for the firalf of 2006

In the first half year of 2006 an amount of Naf8La70 was recorded in loans granted. This is
an increase of 19.1% when compared to the correlpgperiod of 2005.

Resident loans during the first quarter of 2006 anted to a total of NAF 2,929,394, which
when compared to the first quarter of 2005 showedharease of 20%. Time loans increased
most during this quarter with 29.1%. Growth in Imésis and individual loans followed with
increases of 18.2% and 22.1% respectively. Mortgagganded by 16.5%. This is a big
difference comparing to the same quarter of laat,yas it showed a decrease at the time. The
lowest growth rate in this quarter was noted irrentraccounts, with a modest increase of 3.2%.
This segment appears to be moderating as firsteuasults in previous years were remarkably
higher, namely with 57.2%.

In the second quarter of 2006 total loans incre@setB.3% when compared to the same quarter
of 2005. Current accounts showed the biggest iseréais quarter by 37.9%, followed by time
loans with an increase of 28.8%. Individual Loarentwup by 21.5%. This is about 6% higher
than the second quarter last year. Business loameased by 15.6% and mortgages had an
increase of 14.8% comparing to the correspondiragtguof 2005.

Monthly Developments

In the first quarter of 2006 business loans sawhiiggest increase in the month of February
when compared to the same month of 2005. It shavethcrease of 19.4%. Individual loans
increased the most in February with a percentagg3ef%. In the year 2005 individual loans
increased the most in January of that quarter avppercentage of 19.4 of which current accounts
had its biggest increase in February by 87.3%. Iblets that in the first quarter of 2006 current
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account had a decrease of almost 11% in the mdritarch. The same month of 2005 showed
a major increase of 73.8%.

Time loans recorded a bigger overall increase m fihbst quarter of 2006. In February it

increased the most by 29.5%. The increase of timamd of the first quarter of 2006 was
drastically lower than the increase of the sametgquaf last year 2005. Mortgages however had
a bigger increase in the first quarter of 2006 careg to the first quarter of 2005. The biggest
increase was determined in the month February b$%48This increase is three times larger
than the increase of February 2005.

During the second quarter of 2006, business laaareased the most in April by 17%. The total

of individual loans had its largest increase in ltkgt month of the second quarter, June by 22%.
This increase is due to a major increase in cueobunt of 55.1%. Time loans and mortgages
also had their biggest increase in June. Time |loacreased with a percentage of 29 % and
mortgages with 15.1%.

Resident Loans Half Year '03-'06

7,000,000

5,931,170
6,000,000 —

4,979,126
5,000,000 »

4,314,280
4,000,000 -
3,164,874
3,000,000 ] -
2,340,993 4108509 2,166,296
b 2,271,017
1,973,287 T
200000019 7= N N 1,347,789 i
1,257,680 1,200,962 138867
1,045,181
1,000,000 698,369
17,238 H 24,874 20,832
0 T T T T T T T T
F F P I > P F & @ P & F $ &
el & XN S (el 2 ) S ¥ S =) 3 ) & X S (el (o
\Q\Q'C) b\;b'\ QQQ 0’§ 'b'& '\Q\ \Q\C) .b\ Q\}Q Q’bg\ ’b‘& ’\Q\ \Q\Q’% b\;& QQQ Q’bg\ 'b'& '\0\
® & & @ & & & & o & & & & e &
S SEIESERNE NN
N (P\ 00\
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9 Utilities
9.1 Electricity

In the first half year of 2006 GEBE sold a total 183,371,987 kWh.

Half Year Economic Report 2006
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amount to the first half of 2005, an increase @f4 can be noted.

Quarterly Developments

When comparing this

Electricity Sales

Volumes Domestic Commercial Large consumer Half Year Total
Quarter 1 19,301,363 35,048,253 9,936,140 64,285,756
Quarter 2 22,408,100 36,963,801 9,714,330 69,086,231
Half Year Total 41,709,463 72,012,054 19,650,470 133,371,987

Table 9.1a Quarterly electricity sales volumes fhe first half of 2006
Domestic Electricity Sales volumes:

Domestic electricity sales volumes in the firstigeiaof 2006 amounted to 19,301,363 kWh.
When comparing this amount to the first quarte2@d5, an increase of 4.8% can be noted.

In the second quarter, sales volumes for the doocnesstrket contributed 22,408,100 kWh to the
total volumes sold. Compared to this amount instbeond quarter of 2005, an increase of 3.2%
is registered. If we compare the second quart@006 with the same quarter of 2004, it shows
an increase of 17.9%. A possible reason for thisemse is the overall quality of life is
increasing on the island, especially with the gfowaft lavish condo developments, more people
are using air-conditions and other luxury(elect)ipaoducts.

Commercial Electricity Sales volumes:
When we look at total sales volumes in the comnaésgctor, the first three months of 2006 saw
a modest increase of 2.1%, relative to the sameaeguaf 2005. When comparing this period to

two years ago, growth has remained pretty muchamgéd. In the second quarter of 2006, sales
volumes totalled 36,963,801 kWh, growing by ju& Percent over quarter two of 2005.
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Large Consumer Sales Volumes:

Large consumer electricity sales volumes in tha fiiree months of 2006 amounted to a total of
9,936,140 kWh. When we compare this amount to #mesquarter of 2005, we notice an
increase of 10.8%. When we compatre it to the samee@r of 2004, we notice a slightly smaller
increase of 7.6%.

When we look at the second quarter of 2006, wecaditotal of 9,714,330 kWh sold, or 9.1%

more than the same quarter of 2005. When lookirtheasales volumes of 2004, an increase of
almost 12% can be noted.

Total Electricity Sales Volume Half Year '04-'06
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Graph 9.1a Total electricity sales volumes for thiest half of 2004-2006
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9.2 Water

Quarterly Developments

Half Year
Sales Volumes Domestic water  |Commercial water Llarge consumer wa  ter Total
Quarter 1 499,914 199,967 139,123 839,004
Quarter 2 522,450 187,151 116,891 826,492
Half Year Total 1,022,364 387,118 256,014 1,665,496

Table 9.2a Quarterly water sales volumes for thestiihalf of 2006
Domestic Water Sales Volumes:

Domestic water sales volumes in the first three tt@of 2006 amounted to 499,914 m3. When
comparing this amount to the amount sold in thet fyuarter of 2005, an increase of 3.3% was
recorded. When comparing to the same period of 28@4hcrease of 12.2% was noted.

When comparing the amount of water sold for domgstrposes for the second quarter of 2006
with the second quarter of 2005, a small incredse936 is noted. In 2004 a total of 472,276 m3
was sold. When comparing this amount to the amaoid in 2006, it shows an increase of
10.6%.

Commercial Water sales volumes:

Water sales volumes in the commercial sector ferfitlst quarter of 2006 amounted to 199,967
m3. When compared to the first quarter of 2005ecerehse of 2.8% is noted. Relative to the
same period in 2004, an increase is noted of 6.4%.

Commercial water sales volumes totalled 187,151ime second quarter of 2006 or 1.4%
higher than the same quarter of 2005. Comparédigajuarter in 2004, an increase of 8.7% is
noted.

Large Consumer Water Sales Volumes:

In the first three months of 2006, the water sal@smes in the large consumer sector showed
an increase by 12.2% comparing to the first quart&005. When comparing this increase with
the first quarter of the year 2004, it shows aibhiyease of 40.8%. The large consumer water
volumes have grown in the last two years. During tionths April through June 2006, growth
in this sector slowed somewhat to 4.3% over thigogan 2005.
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Total Water Sales Volume '04-'06
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Graph 9.2a Total water sales volume for the firsilhof 2004-2006
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10 Cargo

Introduction

The 2006 half year cargo industry report of SMPAnslyzed based on container traffic, break
bulk cargo by weight, and break bulk cargo by vaunBreak bulk cargo by weight consists of
automobiles, boats, sand, gravel, steel, fish, hemuipment and general cargo. Break bulk
cargo by volume consists of bottles, cylindersniswand lumber. General cargo represents the
required materials and goods necessary for refmabgildings 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@@hieot and 40-foot containers of which
the 20-foot container is represented by the terlBBUT 1 TEU = one 20 foot container, thus the
40-foot container will be considered two TEU'’s. TihBormation used in this analysis is based
on statistical information from SMPA for the firdtquarters of the years 2005 to 2006.

10.1 Types of Containers

The container traffic at SMPA is comprised mostly20 foot and 40 foot containers with

occasionally a 30, 35, 45, 48 and 60-foot contaifrer2006, the 40-foot containers were the
most prevalent used container with a market shbéd &. Compared to the 20-foot container
with a market share of 48% and the other containgpsesenting 1%. Last year the 40-foot
container also dominated the market with a sharg38b and the 20-foot with 45% and other
containers with a slice of the pie of 2%.

Container Traffic
25,000
20,000
15.000 O 20" foot
m 40" Foot
10,000 O Other
5,000 +
0
2004 2005 2006

Graph 10.1a Container traffic for the first half 02004-2006 (by container type)
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Half Year 2006 Container Traffic

Total container traffic for the half year 2006 ieased slightly by 1.1%. While incoming traffic
increased by 3%, due to increasing capacity, thmbau of outbound containers decreased by
about 1% See table below

Total Containers Half Year 2005 Half Year 2006 % change
Inbound 12,268 12,641 3.0%

Outbound 12,914 12,826 -0.68%
Total 25,182 25,467 1.1%

Table 10.1a Container movements for the first haff2005-2006

Based on the information submitted for individugéats for the half year 2006, Intermar, SXM
Port Services, Curacao Trading Company and SEL kéadacounted for the majority of the
market share, with 54%, 17%, 11% and 9%, respdgtilrgermar shipping remains the leading
agent when comparing 2006 with 2005.

During the review period, SMPA handled a total 8f522 Teu’s, which is about 1% less than
this period in 2005, when a total of 38,962 Teu&revhandled.

Containers By Agents @ Carib Handeling

9% 2% 7% B Intermar

11% 'Q‘V O St. Maarten Ports Authority
O Sxm Port Services
17%@/

0%

B Curacao Trading company

54%
@ Sel. Maduro

B Seabridge Maritime N.V.

Graph 10.1b Market Share shipping agents Half Y&2006

Break bulk Cargo by Weight

The following data from SMPA shows the imports angborts of a number of goods namely
lumber, steel, automobiles, and a wide varietytbéoproducts. These are products that are not
shipped in containers but would be considered bbedk cargo by weight. However, some of
the cargo is occasionally being shipped by containe
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In Tonnes Half Year 2005 Half Year 2006 | % change 06/05
Automobiles 6,167 5,042 -18 %
Boats 185 179 -3 %
Fish 543 0 -100 %
Steel 290 574 98 %
Cement 42,784 35,312 -17 %
Gravel 14,675 60,518 312 %
Heavy Equipment 504 1,040 106 %
General Cargo 3,921 16,947 332 %
Sand(M3) 46,800 72,312 55 %

Table 10.1b Break Bulk cargo(in tonnes) for the $irhalf of 2005-2006

Automobiles

For the first half of 2006 automobile cargo showedecrease of 18% in tonnes when compared
to the previous period in 2005. However when logkiat the individual quantities of
automobiles, we can see a total of 2,162 camedradput 540 outbound up to June 2006.

Boats
When looking at the half year 2006 compare to #maesperiod 2005, there has been a decrease
in boats in TEU’s of about -3%.which in a break dawin 2005 had 185 and in 2006 had 179.

Fish
SMPA had no fish on record for the half year 2(06,reason being the closure of the main
fishing company on the island, which took placéh@ early part of the year.

Cement

When comparing cement for the first half of 2008wthat of 2005, cement indicated a decrease
of 17%. Some factors that may have contributedhidecline, include periodic shortages in the

product availability, due to high demand throughthw Caribbean. As well as some major

projects approaching phases where less cemenegased.

Steel

During the first six months of 2006 SMPA handletbtal of 574 tonnes of steel, representing
98% more steel than in the first half of 2005. Tgriswth being consistent with the expansion in
new start-up construction projects on the island.

Sand
Sand noted a 55% increase in the first half of 208&h totalled 72,312 m3 compared to
46,800 m3 last year.

General cargo

In 2006, general cargo registered a huge increla38286 which is record high growth for the
half year over the last three years. General caggpdriven by the increased demand in the
construction sector.
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10.2Break Bulk Cargo by Volume

The following cargo data is defined by weight andilev others are defined in volume. The
items mentioned below are measured and charged lms®olume, as they are high volume
goods. Presently, a number of the break-bulk cdrgbwas usually transported based on volume
is being transported based on weight (e.g. lumber)

In cubic metres Half Year 2005 | Half Year 2006 % chg 06/05
Bottles 526 395 -25%
Cylinders (LPG) 84 189 125%
Drums 0 4 -

Table 10.2a Break Bulk cargo(in cubic metres) fdre first half of 2005-2006

The following table shows an overview of the tatamber of vessels that entered our harbour
from January through June 2006.

Vessel Type Quantity
Automobile Carrier 1
Barge 109
Cable Ship 0
Cargo 114
Cargo/ Pax 0
Cement Carrier 12
Charter Vessels 0
Coast Guard 0
Container Vessels 405
Cruise Ships 352
Fishing Vessels 31
Inter-island Cargo 283
Motor Yacht 11
Naval Vessel 3
Oil Material Service 0
Passenger Vessel 81
Power Boat 5
Research 1
Sailing Vessels 181
Tankers 78
Tender Service 7
TUG 118
Yachts 49
Lumber 0
Total 1841

Table 10.2b Total vessels for the first half of 2D(by type)
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11 Gasoline Industry

The gasoline industry report is written solely frameaded gasoline (ULG) retail volumes that
were sold through various retail gas stations. d&ia itself has been submitted by the island’s
two main wholesalers -- Sol and Chevron. Commeroiadinesses and marina sales volumes
were not included.

During the first half of 2006, overall retail gas@ sales contracted by around 5 percent relative
to this period in 2005. However in comparison te #ame period in 2004, an increase of less
than 1 percent is noted. The table below presentseakdown of the sales volumes per
wholesaler in the first 2 quarters of the year.

2006 Sol Chevron Half year total % chg 06/05 | % chg 06/04
Qrtl 4,679,820 2,843,585 7,523,405 -8.73% -4.93%
Qrt2 4,383,154 3,424,353 7,807,507 -1.31% 6.08%
Half Year Total | 9,062,974 6,267,939 15,330,913 -5.1 0% 0.38%

Table 11a Sales volume for the first half of 2006

The drop in overall retail sales during the firalffof 2006, resulted mainly from a decrease in
sales volumes of some Chevron retail stationsjqoeitly during the first four months of the
year. As two of these stations were not operatidoaing the month of January, while another
station had been open only for the first two mormththe year.

Conversely, Sol's market share edged up durinditsehalf of the year, with an increase in the
growth rate in the first quarter of 2006 compa@thie same period in 2005.

Local gasoline prices had remained quite stablenduthe first half of 2006, after a price
reduction went into effect in January. This waspitesthe long upward trend in oil prices on the
world market and especially in the US. The beloapbrdepicts the changes in local retail prices
over the past three years.

Prices of Unleaded Gasoline 2003-2006

a7s5.0

—e— Unleaded Gasoline

Ag aatsper lire

50

FES IS TS IS
Graph 11a Prices of unleaded gasoline between Jayu2003 and January 2006
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Quarterly Developments

Quarter 1

During the first three months of 2006, overall letales in the gasoline industry went down by
approximately 9 percent, compared to the same gbesize year earlier. While Sol's sales
expanded, by approximately 11 percent, Chevronaawajor contraction of about 30 percent.

Quarter 2
During the months April to June 2006, sales volum@stinued to contract however at a much

slower rate. Retail sales went down by about 1grgraelative to this period in 2005. Table 0.1
shows the percentage change in volumes sold pdesdler when compared to one year before.

2006 Sol Chevron Half Year Total
Qrtl 11.14% -29.48% -8.73%
Qrt 2 7.34% -10.53% -1.31%
Half Year Total 9.27% -20.25% -5.10%

Table 11b Annualised percentage change of retalesavolumes per quarter

Sol

Developments in the retail gasoline sector weretipesthroughout much of 2006. During the
first six months of the year, April was the only mtlo in which sales volumes noted a decrease
compared to the same month in 2005. Volumes inalgnthrough March had increased by 10
percent and higher. No gasoline had been supmiddhé¢ St. Peters service station since the end
of April, however overall sales jumped by almost@gcent during the month of May this year.
Growth continued in June relative to this month gear ago.

Chevron

Developments in the retail gasoline sector wers ¢ggimistic during the first half of 2006 than
the corresponding period in 2005. While sales hekleg up in some months last year, June was
the only month this year that saw an increase lessalumes relative to the same period one
year prior.

This poor showing was due to lost sales since svoice stations- at Welfare Road and Airport
Road only reopened in February this year, aftendelosed since the second half of 2005. Sales
volumes at these stations gradually increased kut well below their levels one year ago. The
single station to report growth during the firstfhaf 2006, was the Cul-de-Sac Star Mart (+
6%), while the Risdon service station was closedfdbe end of February due to the expansion
of Bobby’s Marina.
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Monthly Percentage change 2006-2005

40.00%

30.00% -
20.00% -
10.00% -

0.00% -
ary ary ch y June B Chevron

@ Sol

-10.00% -+
-20.00% -+

-30.00% -

-40.00% -

-50.00%

Graphl1b Monthly percentage changes 2005-2006 (hylesaler)

Trend

Through the first 6 months of 2006, world oil pgceemained high. The Energy Information
Administration (EIA) projects that the average @udl price per barrel would average around
$ 70 per barrel in 2006 compared to approximateB8fbl last year. Although this level of
prices tends to dampen the demand for oil, anabgdisve that total world energy consumption
will continue to increase as a result of robusnecoic growth

As has always been the case, developments ondbalgil market will continue to impact the

local gasoline industry on a whole, as well agrises. At the time of this report, prices on the
world market had dropped significantly after reagha high during early summer. EIA expects
the recent price decline to slow, with prices tharelling off and possibly increasing later this
year.

® International Energy Outlook 2006
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