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1 Executive Summary

The economy of St. Maarten has remained steadf#istangood showing through the first half
of 2007. Real growth intensified in 2006, at anneated rate of 5.2% compared to 4.8% in
2005. Primary areas of growth were sustained irctmstruction sector, business activities (i.e.
real estate, renting) and financial intermediari&®y contributing projects to this expansion in
2006 included the Princess Juliana Internationapdi (PJIA) and others such as Westin
Resort, The CIiff etc.

In 2007, investments visibly continued in both grevate and public arenas. The trend towards
additional condominium developments persisted wiiojects such as Pelican Marina

Residences and the Cupecoy Yacht Club. Preparat@ve also begun on large-scale
developments, namely Indigo Bay and Barbaron Ras&ke Moreover, there are other

accommodation-related projects in the pipelinemfnwhich over 1000 units are expected to be
added over the next three to four years. Suggestifayourable outlook whereby the growth in

construction is likely to be kept afloat.

Various public sector undertakings also progregbedugh the first half of 2007, the most
prominent being the beautification of Backstreed #me Government Administration Building.

A number of other projects are expected to commam@®907, which include an expansion of
the cargo facility, the construction of an additabipier, parallel to the existing A.C. Wathey
Pier, the upgrading of Belvedere infrastructured aammunity centres in Belvedere and Hope
Estate. In addition, extensions to various schaoldmgs are also on the scheduled list of
activities.

The tourism industry recorded slight decreasesninad numbers during the first six months of
2007 compared to this period last year. Thoughjrtlestry as a whole experienced a good high
season in 2007, arrivals during the second quslifgred below levels in 2006. In the case of the
cruise segment, this came due to surging cruisepresulting from higher fuel costs, as well as
sluggish demand to the Caribbean region on a whdlhile, if stay-over arrivals numbers are to
climb above the plateau reached in 2004, addedsfuwmil have to be infused in marketing
initiatives for key niche markets and developmeptalgrams to reduce seasonality.

Notwithstanding the above, the outlook for thisustty remains promising. Efforts are ongoing
to increase stay-over tourist arrivals from Southekica (e.g. weekly flights from Venezuela) &

European markets. An additional weekly direct adraftom Amsterdam (Arke Fly) is expected

to commence flights to St. Maarten in Decembehdf year. Whilst, the consistent investments
being made at the harbour will enable St. Maamemaintain its edge in this tourism segment.

The ever increasing economic activity, specificaliyer the past two years has led to an
improved labour market environment; with the otilainemployment rate dropping to 10.9% in
2007 from 13.4% in 2005.
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Albeit currently, the vast majority of availablédoare for persons acquiring a VSBO diploma or
lower'. This suggests that students coming out of oucatihnal system on this level should
readily be able to find jobs.

Conversely, the demand for highly trained profasais is comparably lower, and the trend is for
these individuals to be specialists in their refipedields.

In reviewing the consumer price index for the flatf of 2007, prices increased by 2.7% in June
relative to this period in 2006. Compared to thenthoof April this year, prices increased by
2.1%, expansions were noted in all sectors withettezption of healthcare.

Developments within alternate economic indicatoughs as turnover tax (TOT), confirm
growing levels of business activities through tingt six months of 2007. TOT receipts were 9%
higher for this half year than in 2006, while growtas recorded at about 6% at that time last
year.

Growth momentum in government earnings eased soatewhbring the half year 2007,
increasing by approximately 5% compared to doulé-growth in this period of 2006. This
was due to a few distinct factors in 2007, nambégy fact overall tax refunds were significantly
higher than collected amounts and room tax receptsidled in each month relative to 2006
except for the month of March.

AVBZ premiums continued to expand by 8% in 2007 Jime with favourable labour market
developments.

In the banking sector, the total value of residdeposits continued to surpass the level of
resident loans. Although double-digit growth hasrbsustained in both segments, it has come at
lower pace. Deposits increased by 13% compared% [hst year during the review period,
while loans saw a 15% increase for the 2007 half yersus 19% in 2006.

Despite current challenges being faced by GEBE vétards to water shortages, overall sales
volumes for both water and electricity recordedraéases during the first six months of 2007
relative to the same period in 2006. In a reviewndfvidual sectors, it is noted that double-digit
growth is registered in water sales volumes for dbmmercial sector, while large consumers
saw a decline of about 4%, due to the fact thatimber of these large customers had sought
alternative suppliers of water. Expansions in eieity sales volumes were observed in all three
sectors, with double digit in the commercial sector

Presently, GEBE is actively seeking financial suppe make key investments that will enable
the company to better prepare and manage the ggod@mand resulting from rapid economic
and social development on the island.

Developments in the cargo sector show a 4% inclieasentainer movements (in teu’s) during
the half year 2007, proving growth in this areatheshalf year 2006 had noted a slight decrease.

! Central Bureau of Statistics, Preliminary Resditb Vacancy Survey 2006
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Retail gasoline sales volumes saw a 17% increasegdine first six months of 2007 relative to

the corresponding period of 2006. Resulting fronalde-digit growth for both wholesalers on

the island. Despite the surge in fuel prices onltlwal market in the second quarter of 2007,
retail volumes are likely to continue to increaseugh at a slower pace.

It is anticipated that the current growth pattefrthe St. Maarten economy will be sustained
throughout the remainder 2007. Major infrastrudtun&estments at both the cruise & cargo
facilities are scheduled to begin this year andtinae in 2008, this is expected to provide a
boost in both these sectors as capacity will beaeodd. Apart from this, several initiatives are
ongoing to further develop other segments such®tay tourism, the marine industry and other
main and new industries.

The supply of added value job opportunities ancetigment in the SME sector remains priority
areas on the island. As government seeks to dewldpsustain overall quality of life for the
island’s citizens whereby everyone can benefit feomell-balance economic environment.
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2 Research Methods

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

inflation and unemployment. Data on the Externat@mt, 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-ovesmowtatistics in this report were acquired
from the St. Maarten Tourist Bureau, while cruigpifes where supplied by The St. Maarten
Harbour Holding Company.

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

Statistics on bank loans and deposits are provildedhe Central Bank of the Netherlands
Antilles (BNA). The Sector Director of Resourcesthamized the release of information
concerning government revenues. Turn over tax (T@dg provided by the Federal Receivers
office, as was data for AVBZ.

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

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

Trend

A trend is a general occurrence in figures thatgiae 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 andtearfigures 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.
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2003 2004
!Nominal GDP (in millions Naf) 1027.7  1,092.8
Real GDP Growth (% change) 5.0 4.5
Inflation (% change) 1.6 2.1
Employed Persons 200, -
Unemployed Persons 33,4
Labour Force 19,633
Population (CBS estimations) 33317 35035
Unemployment Rate (%) 17.5 -
**preliminary figures
Number of Households 12,270 12,764
Avg. household size 3 3
*Tourism:
Stay-over arrivals 427,587 475,032
Cruise arrivals 1,17473 1,348,450
3Bank Lending: (in min Naf)
Total Lending ($23% 8,971
Mortgages ,248 2,447
Consumer 19p 1,697
Business 4,828 4,826

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

Revenues 158.8 177.3
Expenditures 178.1 184.3
Budget Balance 19.3 -7.0

* Budget 2006/2007

Sources 1: Central Bureau of Statistics (CBS)
2 :St. Maarten Tourist Bureau
3: Central Bank of The NetherlaAdilles
4: Island Government Departmerfiofnce

2005 2006
1,1753 1,258.%
4.8 5.2
3.1 2.3
18,073 -
2,800
20,900
35910
13.4 -
12,785 ,aP3
3 3
467,861 467,804

2007(Q

1.4

10.9

256,053

1,488,461 1,421,645 803,221

10,525 12,485

2,496 2,866
2,326 2,912
5,703 6,686

181.6 207.6*
190.1 207.6*
-8.5 0

6,835
1,598
1,631
3,606

224.0*
224.0*

2)
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4 Unemployment

The unemployment data from the Island Labour Depamt is classified into four sub- categories,
namely persons who have registered as unemplogedneies that have been posted, persons who
have been referred and the number of persons wim lieen hired through their office. It should
be noted that this unemployment figure only refletftose persons that have been physically
registered at the Labour Office within the reviesripd.

4.1 Half Year Developments

According to Island Labour Office data, the numbkjobseekers registered as unemployed in the
first half of 2007 amounted to 254, up from 243his same period of 2006. While the number of
female jobseekers remained about the same, arasetenumber of males registered during the
review period in 2007. Of the 254 jobseekers in72@8 were male compared to 88 in 2006 and
156 were of the female gender.

The number of job vacancies reported by companie® lincreased steadily over the past two
years, growing by approximately 29 percent in 200@r 2006. The actual number of persons
referred to various positions have also improvegnduthe review period.

Persons Male Female | Referrals| Vacancies
registered as
unemployed
Qrt 106 145 50 95 35 565
Qrt 2 06 100 38 62 43 871
Half Year Total ‘06 245 88 157 78 1436
Qrt 107 139 50 89 37 1146
Qrt 207 115 48 67 69 702
Half Year Total ‘07 254 98 156 106 1848

Table 4.1a Registration unemployed males & femdiasthe first half of 2006 and 2007

4.2 Quarterly Developments

In the first quarter of 2007 there was a decreasthe number of jobseekers compared to this
quarter of 2006. A total of 50 males were registesnd 89 females. During this same period of
2006, 145 persons registered as unemployed of vBtichere males and 95 were females. Of the
1146 vacancies that were reported to the Islandlwabepartment in the first quarter, 37 referrals
were made.
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During the second quarter of 2007, there was arease of persons registered as unemployed. Of
the total 115 jobseekers registered, 48 of thenewaale and 67 females. In the months April to
June 2007 there were 702 vacancies reported, alv@® persons had been referred.

In November 2006 the Job Vacancy Survey, a samyieeg, was conducted by the Central
Bureau of Statistics (CBS). Preliminary results foom a surge in the number of available job
vacancies on St. Maarten. Proving that employmemtodunities are vast and have been

improving over the last years. The survey was jo@sly undertaken in 1998.

Industry/Sector # of vacancies % | # of vacancies %
2006 1998
Agriculture/Fishery 6 1.0 10 3.7
Manufacturing 16 2.6 16 6.0
Utilities 3 0.5 5 1.9
Construction 168 27.1 7 2.6
Trade 147 23.7 61 22.
Hotels & Restaurants 73 118 71 26.
Transport 28 4.5 11 4.1
Financial Services 3 0.5 5 1.
Business Services 32 5 28 10.
Education 3 0.5 9 3.4
Health Care 32 5.2 14 5.2
Other Service activities 109 17/6 30 11.
Total 620 267
Source: CBS

Some of the key outcomes of this survey includedféict that compared to June 1998:

The total number of vacancies on St. Maarten haubléd, due mainly to rising demand
in the construction sector.

Close to 400 new vacancies are expected withirmafpiowing the survey, of which 13
percent will be open for trainees.

The majority of job vacancies are directed towgrdssons with an education not higher
than VSBO/PSVE(65%), while 22% of the vacancy regaents were for persons with a
higher highschool diploma (Havo/SBO/CXC generalelgwand 14% of job vacancies

were directed at persons with a bachelor’'s degréegber (HBO plus).

While 44% of vacancies were for non-specialisedgasionals, the demand here fore
decreased significantly, down from 69% in 1998. ftstowards various specialists is
observed, led by a demand for technical profestsdi38%).

It can be concluded from these findings that themr vast number of vacancies on the island and
this number is still growing. Reason being, theidagevelopment in certain sectors such as
construction, trade and services in general.
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More than half of these vacancies are mainly aiatepglersons with an educational level of basic
highschool and or vocational training and lowerg@asting that students obtaining diploma’s on
these levels should be easily placed on the jolkeha®n the other hand however, it could also be
an indication that there is a significant numbepefsons on St. Maarten that are overqualified for
these jobs, thus a high level of vacancies exishernabour market.

Finally, of those job vacancies that do requirehhigrained professionals, the demand for non-
specialised personnel is lessening, while spetsaéspecially in technical fields are becoming
more predominant.

Vacancies by 2006 % [1998| %
Educational Background :

Non specialised 272 44 184 69
Technical 215 35 37 14
Economic-Administrative 66 11 22 8
Social-Care 67 11 24 9
Total 620 267
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5 Dismissal Requests

Data regarding the number and type of requestsismiss employees are collected from the
Federal Labour Department in St. Maarten and reptssotals from the Windward Islands. The
requests are categorized in this report accordiniipriee sectors namely: Section | which covers
requests from companies within the Hospitality sty (trade, hotels, restaurants & café’s),
Section Il — Services Industry & Sector Il — Trateustry(Retail & Wholesale). With the
majority of these companies operating out of Stain.

An account of the number of dismissals is includethis report as a means of supporting data
with regards to general labour market conditionthivia given period.

When reviewing the number of requests receivedhieyRederal Labour Department to dismiss
employees, in the years 2006 & 2007, the followdegelopments are noted.

Dismissal Requests January — June Total 2006

Total Economicall Personal Male | Female| Dutch| Foreigr
Dismissals: Reason | Reason
of which
Sector |
(Trade/ Hotel- 20 18 2 8 12 14 6
Restaurant)
Sector |l
(Services) 37 32 5 26 11 8 29
Sector I
(Trade) 10 6 4 5 5 5 5
Total 67 56 11 39 28 27 40

Table 5a Dismissal Requests Half Year 2006 (Windavésiands)

Dismissal Requests January — June Total 2007

Total Economical| Personal Male | Female Dutch Foreign
Dismissals| Reason Reason
Of which:
Sector |
(Trade/ 22 12 10 13 9 10 12
Hotel-
Restaurant)
Sector I
(Services) 33 23 10 26 7 11 22
Sector Il
(Trade) 11 3 8 5 6 4 7
Total 66 38 28 44 22 25 41

Table 5b Dismissal Requests Half Year 2007 (Winddvésiands)



Half year Economic Report 2007
Department of Economic Policy & Research

Total dismissal requests received during the hedf of 2007 has basically remained the same as
compared to this period in 2006. Noteworthy howeisethat while in 2006 the majority of these
requests resulted due to economic challenges armengsrprises, in 2007 this reasoning was
reduced by approximately 30% and a higher numbereqiéiests to dismiss were made due to
personal issues with employees.

Requests to dismiss male employees, especiallynatitie Services sector continued to be higher
than that for females in 2007 compared to 2006, taedratio of dismissal requests for dutch
nationality personnel versus non-dutch was sudaateabout 40% and 60% respectively during
the review period.

10
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6 Welfare Developments

Welfare could be defined as the sum of the monay plersons collect for a period of time
during unemployment. The data received classifies time requests, renewals, one-time
requests and persons who reapply for welfare. Badéso given for the 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 first
half of the year 2007, the total amount of money par welfare and the amount of persons that
have cancelled their receipt of welfare.

6.1 Half year Developments

Half year figures for 2007 show a total of 5309 fard recipients, down from 5504 during the
same period of 2006. A decrease of more than 2Bfps. The number of cancellations in 2007
however, tripled compared to the previous year.afrount of Nafl. 2,588,480 was paid out in
2006 compared to Nafl. 2,476,395 in the first lwdlR007.

2006 Recipients Cancellations Amount in Nafl.
Quarter 1 2695 3 1,268,503
Quarter 2 2809 27 1,319,977
Total 5504 30 2,588,480
2007 Recipients Cancellations Amount in Nafl.
Quarter 1 2652 71 1,241,149
Quarter 2 2657 28 1,235,246
Total 5309 99 2,476,395

Table 6.1a Number of recipients and cancellationsrguarter 2006-2007

11
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7 Business Activity

7.1 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 obibness’ 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 implementatiom ©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 theceldralization 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.

12
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7.1.1 Half Year Developments

A total of Naf 43,750,277 was yielded in TOT revesuhrough the first six months of 2007,
growing by 9% above the amount in this period dd@0The rate of growth is steadily picking
up again, after high
double digit growth Half Year TOT Developments
was experienced in (97-07)

both 2004 and 2005
and then eased in 000000
2006. Since the 45,000,000 1
inception of the tax
10 years ago (1997); %%
collected revenues 3500000 |
have increased by
approximately 2.5
times; confirming the
growth potential of
this measure,
especially given the| 1500000 1
current
intensification of
economic 5,000,000 1
development on the . ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
island. 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

30,000,000 H

25,000,000

20,000,000 H

In Naf

10,000,000 H

Graph 7.1.1a Half year TOT developments

7.1.2 Quarterly Developments

Quarter 1

During the first three months of 2007, TOT colleas expanded by some 6 percent relative to
the corresponding quarter in 2006, up from 4 pdarggowth during quarter 1 of 2006. This
expansion was consistent with gains in both thg-gt@r and cruise sectors at the start of this
year.

Quarter 2

In the second quarter, an upward trend continuecbilections, with a 12% increase over the
same period in 2006. A further improvement compa@dhe single-digit growth recorded

during this quarter last year. The past 5 yearsde@sm uninterrupted positive growth in this
leading indicator.

13
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7.1.3 Monthly Developments

In each month of the first half 2007, TOT revenuneseased relative to the same month in 2006.
Growth of about 20% was recorded in January 208 highest percentage increase during the
half year compared to 2006. The months Februaoutiir April noted single digit growth, while

double-digit increases resumed in May and June 2987 2006.

%chg
TOT (in Naf) 2003 2004 2005 2006 2007 '07/'06
January 4,076,773.04| 4,831,890.06| 7,331,335.55| 6,492,857.30| 7,799,463.91|/20.12%
February 4,033,047.92| 5,009,018.98| 6,609,593.36| 7,351,624.17| 7,472,618.56| 1.65%
March 4,491,288.94| 5,616,427.65| 6,898,196.19| 7,906,197.89| 7,962,134.48| 0.71%
April 3,983,865.97 | 5,078,668.74| 6,177,505.83| 6,504,871.74| 6,849,763.15| 5.30%
May 3,695,197.80| 4,562,122.87| 5,260,625.64| 6,028,438.24| 7,052,942.51|16.99%
June 3,254,463.46 | 5,055,259.99| 5,578,295.23| 5,731,364.20| 6,613,354.79|15.39%
Half Year Total | 23,534,637.13| 30,153,388.29| 37,855,551.80| 40,015,353.54| 43,750,277.40| 9.33%

Table 7.1.3a Monthly TOT totals 2003-2007

7.1.4 Trend

The below graph depicts the rate of growth in T@¢eipts over the past 5 years. Despite the
drop in intensity in the last two years, revenuasehincreased at an average rate of about 15
percent for the half year since 2003.

Growth rate (%) Jan-June 2003-2007
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Graph 7.1.4 TOT half year growth rate 2003-2007
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8 Services

This chapter highlights developments in the tourisdustry, specifically in the stay-over and
cruise sectors.

Stay-over tourists are those visitors that arriyain, the majority of which make use of
vacation-type accommodation such as hotel, timeséuadl guesthouses, whilst the popularity of
villa and condominium units is steadily increasifpese visitors make use of the various
restaurants, supermarkets, car rentals, retagstmd other services on the island.

Developments in tourist arrival volumes through Bmmcess Juliana International Airport
Enterprise (PJIAE) are analysed on a monthly, guigrand yearly basis to compare trends with
previous years. Data on hotel occupancy rates @&Ralso included once made available by the
St. Maarten Hospitality and Trade Association (SHTA

Cruise tourism is monitored mainly through the nemdf daily visitors and cruise vessels
facilitated by the harbour of St. Maarten. Unlike tstay-over tourist, the cruise tourist spends
approximately one day on the island, and their naativities include: visiting beaches, water
sport activities, duty-free shopping and organizeds?

There is also a group of tourists arriving via Wegerways, coming in aboard (mega-) yachts &
boats and anchor in the various marinas. Thesetswpend time on their vessels, coming on
land to stock up or to visit the many restaurantstaars. This group is commonly known as
marine tourists. The impact of this group on theneeny has continued to grow, both in its
contribution to the island’s revenues as well asstemployment (direct and indirect). A further
look into the developments within this industry Mabpefully be available in our subsequent
edition of this publication.

2 St. Maarten Cruise Passenger Survey (July-Septeddf®) St. Maarten Tourist Bureau
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8.1 Stay-over Tourism

8.1.1 Half Year Developments

The stay-over tourism segment decreased by ju8t @dring the first half of 2007 relative to
this same period in 2006. A total of 256,054 vistarrived by air up till June 2007, compared to
255,737 passenger arrivals in June of 2006.

The graph below shows that there were more aivasrin the months January, April and May
in 2006 compared to 2007, while the air arrivalsh@ months February, March and June for the
year 2007 exceeded the amount of air arrivals 0630

Stayover Arrivals half year 2006 - 2007
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Graph 4.1a Stay-over tourist arrivals for the firkialf of 2006 and 2007

3 St. Maarten Tourist Bureau
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Monthly developments

The following table provides a summary of arriviayscategory, broken down further by main

source destination.

Stay-over Tourist Arrivals January to June 2005 - 2007
Jan-June 2005 [Jan-June 2006 |Jan-June 2007 % 07/06 % 07/05

Caribbean

Antigua/Barbuda 2,935 3,217 2421 -24.74% -17.51%
British/BWI 6,900 6,857 7311 6.62% 5.96%
Dominican Republic 1,829 1,633 1454 -10.96% -20.50%
Haiti 1,189 1,324 1156 -12.69% -2.78%
St.Kitts/Nevis 4,572 3,588 2725 -24.05% -40.40%
Trinidad/Tobago 1,353 1,533 1331 -13.18% -1.63%
Total 18,778 18,152 16,398 -9.66% -12.67%
Europe

France 31,605 32,885 29962 -8.89% -5.20%
Italy 2,648 2,164 2243 3.65% -15.29%
Netherlands 8,088 8,686 9477 9.11% 17.17%
Russia 111 181 289 59.67% 160.36%
Other Europe 6,793 7,161 7483 4.50% 10.16%
Total 49,245 51,077 49,454 -3.18% 0.42%
North America

Canada 23,685 19,403 20238 4.30% -14.55%
United States 141,146 143,215 146677 2.42% 3.92%
Total 164,831 162,618 166,915 2.64% 1.26%
South America

Argentina 446 528 522 -1.14% 17.04%
Brazil 473 1,525 1057 -30.69% 123.47%
Chile 196 162 178 9.88% -9.18%
Venezuela 1,232 1,033 1264 22.36% 2.60%
Other America 2,547 3,302 2758 -16.47% 8.28%
Total 4,894 6,550 5,779 -11.77% 18.08%
Rest of the World 11,076 12,493 11089 -11.24% 0.12%
Antilleans from Abroad 7,050 6,847 6419 -6.25% -8.95%
Total 18,126 19,340 17,508 -9.47% -3.41%
Total Visitors 255,874 257,737 256,054 -0.65% 0.07%

Table 8.1.2a Stay-over visitor arrivals for the dirhalf of 2005-2007 (by source of destination)

From the above table, we can gather that the nuwiurists from the Caribbean, European,
South American and Rest of the World markets haadimed in 2007 when compared to the
first half of 2006. However, our most significantarket, representing 65% of all stay-over
visitors, have registered a 2.6% increase duriedhdif year 2007 over 2006.

17



Half year Economic Report 2007
Department of Economic Policy & Research

Stayover Tourism: Caribbean Market 2007 (Half Year)
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Graph 8.2.1a Caribbean tourist arrivals for the §it half of 2007

During the first six months of 2007, the majoritlyaar arrivals from the Caribbean islands to St.
Maarten have taken place in March. This year dutimg month of March, the Caribbean
experienced its first ever Cricket World Cup. Thisuld have contributed to higher arrivals
during this month due to higher arrivals in theioagas a whole.

Stayover Tourism: European Market 2007 (Half Year)
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Graph 8.2.1b European tourist arrivals for the firdalf of 2007
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In the first half of 2007, the European market segtrshowed the majority of air arrivals to St.
Maarten in the months January and February. Winlg the months of January (-9.02%), April

(-2.80) and May (-15.64%) showed a decline relatovéhese months in 2006. This decline can
be attributed to the slashing of the advertisen@mtism budget, St. Maarten did not have the
monetary funds available to promote the islandis tarket as it did in former years.

Stayover Tourism: North American Market 2007

(Half Year)
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Graph 8.2.1c North American tourist arrivals for thfirst half of 2007

The North American market saw the majority of amals to St. Maarten during the months of
February and March 2007. When compared to theseh®m@me year earlier, arrivals went up by
1 % in February, but made a 6% jump in March.

Stayover Tourism: South American Market 2007 (Half  Year)
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Graph 8.2.1d South American tourist arrivals for ¢first half of 2007

In relative terms the South American market, hadéhst number of stay-over tourists visiting
our island. Nonetheless, with the current effastattract larger numbers of visitors especially
during their winter season, this market has a gigiwth potential.

Stayover Tourism: Rest of World Market 2007
(Half Year)
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Graph 8.2.1e Rest of the World tourist arrivals ftire first half of 2007
Visitors from the ‘Rest of the World’ category sawdecrease of about 9 percent during the first

half of this year. Arrivals in this market reachixipeak during the month of April, compared to
this same month in 2006; a decrease of 21 persertted.
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8.3 Cruise Tourism

8.3.1 Half year Developments

Total number of cruise passengers visiting ounislen the first half of 2007, totalled 803,215,
when compared to this same period in 2006, a caidraof about 0.23 percent is noted. The
reason for the slight decline is mainly due to warsd demand to the Caribbean region; which
probably stems from rising cruise prices resulfiogn higher fuel prices.

The data in the graph below shows the trend irfiteesix months of 2007 and 2006 as well as
what was projected by the harbour for 2007. Thesgragers’ projection was lower than the
actual number of visitor arrivals registered in thenths January through June 2007.

Cruise Visitor Arrivals (Jan-June 2006- 2007)
250,000
200,000
—o— 2006
~—
150,000 = 2007
Projections
100,000 \x- 2007
50,000
January February  March April May June

Graph 8.2.1a Cruise passenger arrivals for the fitalf of 2006-2007

8.3.2 Monthly Developments

When looking at the cruise visitor arrivals on antidy basis, arrivals were down in each month
of the first half of 2007 relative to 2006, withetlexception of the months January and February.
During these months there were 20 percent mordoxssithan the months of January and
February in 2006.
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The following table presents an overview of the thgnarrivals up to June 2006-2007:

Months Passenger Totals 2006 | Passenger Totals 2007 % chg 07/ 06
January 165,773 195,692 18.0%
February 157,220 160,426 2.0%

March 176,707 176,115 -0.3%

April 146,473 128,574 -12.2%
May 89,624 73,368 -18.1%
June 69,248 69,046 -0.3%
Total 805,045 803,221 -0.2%

Table 8.2.2a Total cruise passenger arrivals 20082

There were 38 fewer cruise calls for the half y2@@7 when compared to the corresponding
period in 2006. This can be attributed to the awasion of bigger ships with a capacity for more
passengers, thus replacing the actual number Igfafagmaller cruise ships.

m Cruise Vessels 2006 m Cruise Vessels 2007
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82 =8 83
76
62 g

30

I 23 20 19
1 2 3 4 5 6

Graph 8.2.2a Cruise calls 2006-2007
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9 Public Finance
9.1 Government Revenues

Monitoring the public finance of the government ¢gwe 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.

9.1.1 Half year developments

The total amount collected in government revenoeshke first half 2007 was Naf. 113,961,551.
When comparing this to the amount collected forfitst half of 2006, a growth of 4.7% is seen.
The rate of the growth has eased compared to daliffiteincreases during this period in 2006.
This can be attributed to the fact that tax refuthds year are higher than the tax receipts. The
following graph shows the percentage change fofitkehalf of the year over the past 5 years.
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Half year % change
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Graph 9.1.1a Percentage changes for the first hadf2003-2007

As with previous years, the leading income genesato 2007 were wage tax, profit tax and

‘other’ revenues, which contributed 53.6%, 20.2% 48.3% respectively to the total revenues
collected. Both wage and profit tax collected ir thirst half of 2007 saw increases when

compared to the same period of 2006. These ingeareunted to 6.8% and 5.1% respectively.
Income tax was the only direct tax that saw a §icant decrease of 38.2% when comparing the
income tax collected for the first half of 2007tkat of 2006. The reason for this is an increase
in the amount of tax refunds compared to incomedaripts.

Of the tourism related taxes, two of the three gaweases. Timeshare tax saw an increase of
5.0% when compared to the half year of 2006, wiaitgal tax also saw a significant increase of
31.9% when compared to the revenues received ifirgtehalf of 2007 with that of the same
period of 2006. Collections from room tax decreabgd.1%, consistent with the dip in stay-
over visitor statistics that show a decrease df%.0

9.1.2 Quarterly developments

Quarter 1

Total collected government revenues amounted to@4eé898,745 in quarter 1 of 2007. When

compared to the government revenues collectedaritst quarter of 2006, a decrease of 1.3%
was recorded. This decrease can be attributedetdattt that all except to three revenues saw
decreases in the first quarter of 2007 comparedh#&h same quarter of 2006. Wage tax,

timeshare tax and rental tax all saw increases8%627.0% and a significant 43.4% respectively
when comparing these revenues received in thetiaster of 2007 compared to that received in
the same period of 2006. Income tax for the fitsrter of 2007 saw a major decrease of 59.9%
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when compared to the first quarter of 2006. Thearang for this could be that amounts being
refunded through income tax are considerably higjiren tax receipts.

Government revenues received quarter 1 of 2001-2007

70,000,000

60,000,000 —

50,000,000 -

40,000,000 +— [ |

O quarter 1 totals

30,000,000 -

20,000,000 —

10,000,000 -

0
2001 2002 2003 2004 2005 2006 2007

Graph 9.1.2a First quarter government revenues 268007

Quarter 2

The total amount of government revenues collectethe second quarter of 2006 was Naf.
49,362,806. This is an increase of 13.7% when comgpaevenues collected in the second
guarter to those collected in the same period 6620

The second quarter of 2007 only showed decreasesome tax (16.0%) and room tax (5.0%).
All the other revenues that were collected showetdeiases when compared to the same period
of 2006, including profit tax and vehicle tax whishowed significant increases of 40.9% and
87.8% respectively. The deadline to pay vehiclettés year was end of February, however, due
to the late arrivals of the license plates this weaended until the end of the first quarter. The
reflection of this is seen in the beginning of Heeond quarter.
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Government revenues received quarter 2 of 2001-2007
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Graph 9.1.2b Second quarter government revenuesi2f007

9.1.3 Monthly developments

When reviewing the sum of government revenues cigtton a monthly basis, data shows that
collections improved in half of the months of 2GfMmpared to the same month one year earlier.
January, March and May 2007 saw decreases of 31198 and 8.6% respectively when
compared to the same months of 2006. While Aplil&28aw a decrease of 22% when compared
to April 2005, this year April 2007 saw a signifitancrease of 56.9% when compared to April
2006. This was due to the major increases in ptaktand vehicle tax, which saw significant
increases of 482.2% and 152.2% respectively. Aprihe month when businesses pay and file
profit tax. The deadline to pay vehicle tax thisayeas was mentioned before, was end of
February, however, due to the late arrivals oflitense plates this was extended until the end of
the first quarter. What is becoming common pragctieany persons rush to pay their vehicle
taxes when the control starts, which starts rigtérahe deadline of payment of vehicle tax,
noting the significant increase when comparing A2007 to April 2006.

Although March 2007 saw a decrease in total revemrodected, it was still the month with the
highest recorded collected revenues, with earnamgsunting to Naf 26,714,722. This was due
to profit tax, which saw the highest amount colelcin this month for the first six months of the
year (Naf 11,554,383).

The main contributor towards government revenuegjemax, showed a consistent increase in
most months in 2007 compared to 2006.
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9.1.4 Trend

The below chart shows the developments in earrdatiscted through tourism-related taxes
over the past 6 years.

Tourism related taxes

3,500,000
3,000,000 S
/ —e— Time Share Tax

2,500,000 e

\./ —B— Rental Tax
2,000,000 -

—A&— Room Tax

1,500,000 -

- Trend time share tax

1,000,000
-JM—‘ — Trend room tax
500,000

= Trend rental tax

0

2002 2003 2004 2005 2006 2007

Graph 9.1.4a Trendline Tourism-related taxes 20026

While developments in earnings through direct taxese as follows over the past 6 years:
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Graph 9.1.4n Trendline Direct taxes 2002-2007
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10 AVBZ

The AVBZ (General Insurance on Special Medical Egas) is a social insurance against risks
that are difficult to insure. This includes chronlmesses, 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 maxiNafl 5.900, -, pay 1%. If the net income
enjoyed in a calendar year is more than Naf 300Q.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/AWW, 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 entuwarkforce is represented by the AVBZ
indicator.

10.1 Half Year Developments

Total AVBZ premiums collected for the first half tfe year 2007 amounted to Naf 8,008,475
growing by 8.7% over this same period last yeagmthe total was Naf 7,403,550.

10.2 Quarterly Developments

In the first quarter of 2007 a total of Naf 4,1583wvas collected, which represents an increase
of 13.2% when compared over the first quarter @& herefore suggesting a sustained upturn
in the employment situation on the island, as twvth rate was around 6 percent during this

quarter last year.

For the second quarter, an amount of Naf 3,855#¥ collected for AVBZ, when compared to
guarter 2 of 2006; an increase of 3.3% was recorded

2005 2006 2007 % 07/06
Qrtl 3,379,308 3,669,409 4,153,368 13.2%

Qrt 2 3,223,065 3,734,140 3,855,107 3.2%
Total 6,602,373 7,703,549 8,008,475 8.2%

Table 10.2a Quarterly AVBZ collections for the firbalf of 2005-2007
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10.3 Monthly Developments

In January 2007, the highest amount of money wdleated for AVBZ amounting to Naf
1,461,140. However, February 2007 saw the higmesease, recording 20.8% when compared
to the same month of 2006. January and May sawfis@nt increases of 12.3% and 11.3%
respectively when compared to the correspondingtinsoof 2006. June was the only month of
2007 that saw a decrease of 6.6% when comparath&2D06.

10.4 Trend
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Graph 10.4a Half year developments AVBZ 1998-2007

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 four years after a dip in
2003, signalling positive developments within tabdur market during this period.
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11 Banks

The monitoring of developments in the banking induss also one of the key economic
indicators, which we have deemed as important terésn a pulse on the economy of Sint
Maarten.

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

Resident deposits

Resident loans

Non-resident deposits

Non- resident loans deposits

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

11.1 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.

11.1.1Quarterly developments

Resident deposits 2007

Qrtl Qrt 2 Total
Demand 1,502,2961,594,143| 3,096,439
Savings 869,277 924,132| 1,793,409
Time 1,335,068 1,278,126/ 2,613,194
Total 3,706,641| 3,796,401 7,503,042

Table 11.1.1a Quarterly deposit developments fa tinst half of 2007

The total resident deposit for the first quarter2007 amounted to a total of Naf. 3,706,641,
which when compared to the first quarter of 200évslan increase of 15.0%. This increase can
be attributed to the growth of all three sectorsleposits. It shows that demand deposits have
increased by 12.5%, savings deposits have increasthda percentage of 4.5 and the time
deposits increased by 26.4%.

In the second quarter of the year 2007, the tdte¢sident deposits amounted to Naf 3,796,401.
When compared to the same period of 2006 it shawis@ease in resident deposits of 10.8%.
Demand and time deposits both have increased Bydand 13.5% respectively. Savings also
showed an increase of 7.7%.
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11.1.2Monthly developments

For the first six months of 2007, January saw thedst increase, recording 16.4% when
compared to January 2006. Looking at the breakdofvdeposits for the first six months,
demand deposits for the month of February sawatgest increase of 14.90% when compared
to the same month of 2006. Savings deposits sawbitigest increase when comparing May
2007 to May 2006 (8.8%). January saw the biggestase when looking at the time deposits
that were made in 2007 compared to the correspgndionth of 2006. This increase amounted
to 27.5%.

Resident deposits half year 02-07
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Graph 11.1.2a Resident deposits for the first hatf02-2007
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11.2 Resident Loans

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

11.2.1Quarterly developments

Resident
loans 2007
Qrt1l Qrt 2 Total

Business 1,771,3921,834,772 3,606,164
Individuals 1,591,278 1,638,063 3,229,341
Current

account 25,893 27,234 53,127
Time loans 772,139 805,948| 1,578,087
Mortgages 793,246 804,881| 1,598,127
Total 3,362,670| 3,472,835 6,835,505

Table 11.2.1a Quarterly loan developments for tlrstfhalf of 2007

In the first half year of 2007, an amount of NeB35,505 was recorded in loans granted. This is
an increase of 15.3% when compared to the correlspgpmperiod of 2006.

Resident loans over the first quarter of 2007 antexito a total of Naf 3,362,670, which when
compared to the first quarter of 2006 showed arease of 14.8%. Business loans granted in the
first quarter of 2007 showed an increase of 13.48eémcompared to the first quarter of 2006,
while individual loans for the first quarter of ZD@vhen compared to the first quarter of 2006
showed an increase of 16.4%. Of the individual $ogranted in the first quarter of 2007, current
account loans increased most during this quartex tmajor 94.9% when compared to the same
period of 2006. Time loans and mortgages grantederfirst quarter of 2007 also saw increases
of 16.1% and 15.2% when compared to the correspgrgliarter of 2006.

In the second quarter of 2007 total loans increasid 15.7% when compared to the same
guarter of 2006. Business and individual loans g@m the second quarter of 2007 showed an
increase of 14.5% and 17.1% respectively when comadpa the same quarter of 2006.

Again in this quarter, of the individual loans, @mt account showed the biggest increase of
64.6% when compared to the same period of 2006e Taans granted for the second quarter of
2007 followed with an increase of 18.1% when cora@dp the time loans granted in the same
period of 2006.
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11.2.2Monthly developments

In the first six months of 2007, February 2007 ghe biggest increase of 20.1% in the total

loans granted when compared to February 2006, white 2007 saw the smallest increase of
15.5% when compared to June 2006. Business loamsegr in 2007 saw the biggest increase of
February when compared to February of 2006, whitbvidual loans for 2007 increased the

most in the month of May when compared to May 2006.

Of the individual loans granted in the first half 2007, current account loans saw a huge
increase of 110.4% in the month of February whempared to February 2006. It should be

noted that all the other months of the first hdl2607 saw increases above 50%. Time loans
granted for 2007 saw increases in each of the dissimonths, 14.9%, 15.8%, 17.5%, 17.3%,

19.3% and 17.8% respectively. Mortgages for 2080 alaw increases in all of the first six

months of 2007 with the largest increase beingrosmb in January 2007 compared to January
2006.

Resident loans half year 02-07
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1,500,000 1 ——Trend individuals

1,000,000
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O T T T T T
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2002 2003 2004 2005 2006 2007

Graph 11.2.2a Resident loans for the first half 262007
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12 Utilities
12.1 Electricity

In the first half of 2007 GEBE sold a total of 14199,625 kWh. When comparing this amount to

the half year of 2006, an increase of 11.9% camdied. Domestic, commercial and large

consumer electricity sales volumes for the firdf bA2007 when compared to the same period
of 2006 showed an increase of 8.7%, 16.6% and teS@ectively.

12.1.1Quarterly developments

Domestic Electricity Sales volumes:

In Kwh Domestic Commercial Large consumer
electricity sales| electricity sales | electricity sales
volumes volumes volumes Total
Quarter 1 21,373,563 42,323,638 10,273,770 73,970,9
Quarter 2 23,952,483 41,608,011 9,668,160 75,2286
Total 45,326,046 83,931,649 19,941,930 149,199,625

Table 12.1.1a Quarterly electricity sales volume toe first half of 2007

Domestic electricity sales volumes in the first qeaof 2007 amounted to 21,373,563 kWh.
When comparing this amount to the first quarte2@d6, an increase of 10.7% can be noted.

In the second quarter, the sales volumes for timeedtic market contributed 23,952,483 kWh to
the total sales volume. When comparing this amtwihe second quarter of 2006, an increase
of 6.9% is recorded. A possible reason for thigaase could be, as the welfare of citizens
improve, more persons can afford the use of aiditmming and other luxury electrical
appliances.

Commercial Electricity Sales volumes

When we look at total sales volumes in the commaésactor during the first quarter of 2007, an
increase of 20.8% is noted when comparing withsdrae quarter of 2006.

In the second quarter of 2007, a total sales volof#,608,011 kWh can be noted. When we
compare this amount to the amount of the same ejuair2006, we notice an increase of 12.6%.
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Large consumer Sales Volumes:

In the first quarter of 2007, large consumer eleityrsales totalled 10,273,770 kWh. When we
compare this amount to the same quarter of 200B\caease of 3.4% is recorded.

When we look at the second quarter of 2007, wecadhat a total of 9,668,160 kWh is sold.
Representing a minor decrease of 0.5% relativé®@® 2

Electricity Sales Volumes first half 2007
160,000,000
140,000,000 -
120,000,000 -
100,000,000 A
80,000,000
60,000,000 -
40,000,000 -
20,000,000 A
0 |
2007 2006 2005 2004 2003 2002
O Domestic sales volume 45,362,046 | 88,836,266 | 84,924,504 | 77,319,113 | 73,631,051 | 69,512,536
B Commercial sales volume 83,931,649 | 150,147,440 | 142,887,519 | 138,891,032 | 134,242,028 | 122,112,844
O Large consumer sales volume | 19,941,930 | 38,581,510 | 36,092,410 | 34,319,384 | 35,011,270 | 36,176,000

Graph 12.1.1a Total electricity sales volume foetfirst half of 2002-2007
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12.2 Water

In the first half of 2007, total sales volumes fwater amounted to 7,797,560 m3. When
compared to the sales volumes of the first halfQfi6, an increase of 4.8% is recorded.

In the first half of 2007, domestic water salesunoés amounted to 1,071,258 m3 while
commercial and large consumer sales volumes forséime period totalled 481,468 m3 and
244,834 m3 respectively. Domestic and consumers satdumes grew by 4.8% and 24.4%
respectively while large consumer volumes noteceerehse of 4.4% when compared to the
corresponding months of 2006. This was due todbethat several of the large clientele sought
alternate water sources due to low water pressum@shortages.

12.2.1Quarterly developments

Domestic water | Commercial water Large consumer
In m3 sales volumes sales volumes water sales volumes Total
Quarter 1 519,124 257,280 130,647 907,051
Quarter 2 552,134 224,188 114,187 890,509
Total 1,017,258 481,468 244,834 7,797,560

Table 12.2.1a Quarterly water sales volume for firet half of 2007
Domestic Water Sales Volumes

Domestic water sales volumes in the first three tim®of 2007 amounted to 519,124 m3. When
comparing this amount to the sales volumes ofitlseduarter of 2007, an increase of 3.8% was
recorded.

Looking at the domestic water sales volumes forsitbeond quarter of 2007, an increase 5.7%
was noted when comparing this to the sales voluofig¢ke second quarter of 2006. A reason
being that a growing number of persons are comglgtbeing connected to GEBE waterlines as
opposed to using cistern water.

Commercial Water sales volumes

Water sales volumes in the commercial sector aneoluiat a total of 251,280 m3 during the first
three months of 2007. When compared to the firartgu of 2006, an increase of 28.7% was
recorded. This could be an inflated increase aswential sales volumes in 2006 were rather
low.

Commercial water sales volumes amounted to 2247i88 the second quarter of 2007. When

comparing this amount to the amount of commercatkewsales volume in the same quarter of
2006 a significant increase of 19.8% can be noticed
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Large Consumer Water Sales Volume

In the first three months of 2007, water sales ns in the large consumer sector showed a
decrease of 6.1% comparing to the first quart&086. While this sector expanded both in 2006
and 2005, this year has shown a decrease thus far.

In the second quarter of 2007, the large consunagengales volume amounted to 114,187 m3.
When comparing this amount to the sales volumékeofame quarter of 2006, a decrease of
2.3% is recorded.

The reason for the decrease in the first half @72@as due to the low water levels experienced
during that time. Several of the large consumengwapplied from other water sources,
therefore, leading to a decrease in this sectGERE.

Water Sales Volumes first half 2007

1,200,000

1,000,000

800,000 -

600,000 -

400,000 +

200,000 +

2007 2006 2005 2004 2003 2002
O Domestic water sales 1,071,258 | 1,022,364 | 992,037 918,024 863,977 834,808
B Commercial water sales 481,468 387,118 390,287 360,189 348,359 321,301
O Large consumer water sales | 244,834 256,014 236,008 187,177 172,444 162,519

Graph 12.2.1a Total water sales volume for the fimalf of 2002-2007
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13 Building permits

13.1 Issued

During the first half of 2007, 86 building permitgere issued of which 54 for residential
purposes, 16 for commercial purposes and 16 fargitirposes including demolishing. In 2006,
the amount of building permits issued was almostsidime, noting 55. Of the 55 permits issued,
36 were for residential purposes, 5 for commenmisposes and 14 for other purposes.

13.1.1Quarterly developments

In the first quarter of 2007, 26 building permitern& issued of which 16 for residential purposes,
4 for commercial purposes and 6 for other purpodéeen looking at the building permits issued
for the first quarter of 2006, 8 were for residahpurposes, none were issued for commercial
purposes and 1 for other purposes.

During the second quarter of 2007, 60 building permwere issued of which 38 for residential
purposes, 12 for commercial purposes and 10 fargibrposes. For the second quarter of 2006,
46 building permits of which 28 were for residehparposes, 5 for commercial purposes and 13
for other purposes.

13.1.2Monthly developments

The following table gives an account of the dataaononthly basis.

Other
(including

Residential Commercial demolishing)
Jan-06 2 0 0
Febr-06 2 0 1
Mar-06 4 0 0
Apr-06 3 0 3
May-06 9 3 4
Jun-06 16 2 6
Jan-07 0 0 0
Febr-07 1 0 3
Mar-07 15 4 3
Apr-07 19 6 4
May-07 10 5 6
Jun-07 9 1 0

Table 13.1.2a Monthly breakdown of building permitssued 2006-2007
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13.2 Requested

During the first half of 2007, 232 building permitsere requested of which 151 for residential
purposes, 43 for commercial purposes and 38 foerogpurposes including demolishing.
Comparing this amount to the amount of requestsived for the first half of 2006, an increase
of 21 building permits is noted. Of the 211 builglipermits requested in the first half of 2006,
137 were for residential purposes, 25 for commepigposes and 49 for other purposes.

13.2.1Quarterly developments

In the first quarter of 2007, a total of 128 buigipermits were requested while in the same
period of 2006, this amount totalled 105. Of the8 J#&rmits requested in the first quarter of
2007, 91 were for residential purposes, 19 for cencnal purposes and 18 for other purposes.
While in the first quarter of 2006, 76 were foridential purposes, 12 for commercial purposes
and 17 for other purposes.

During quarter 2 of 2007, 104 building permits wezquested. Of the permits requested in this
guarter, 60 were for residential purposes, 24 émnmercial purposes and 20 for other purposes.
In the second quarter of 2006, 106 building permise requested of which 61 for residential
purposes, 13 for commercial purposes and 31 farqitrposes.

13.2.2Monthly developments

The following table gives an account of the dataaanonthly basis.

Other
(including

Residential | Commercial | demolishing)

Jan-06 26 2 3
Febr-06 23 3 3
Mar-06 27 7 11
Apr-06 15 0 17
May-06 20 6 4
Jun-06 26 7 11
Jan-07 23 4 5
Febr-07 45 8 9
Mar-07 23 7 4
Apr-07 10 9 8
May-07 26 9 7
Jun-07 24 6 5
Table 13.2.2a Monthly breakdown of building permitsquested 2006-2007
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14 Cargo

14.1 Introduction

The 2007 half year Cargo Industry report of St. N&a Port Authority (SMPA) is analyzed
based on Container Traffic, Break Bulk Cargo byghéi and Break Bulk cargo by volume.
Break bulk cargo by weight consists of automobilesats, sand, gravel, steel, fish, heavy
equipment and general cargo. Break Bulk Cargo lymre consists of bottles, cylinders, drums
and lumber. General cargo represents the reqmiddrials and goods necessary for repairs to
buildings and infrastructure (e.g. household andilrgoods), as well as regular maintenance.
Some of the general cargo is sometimes importedidight and some are imported based on
volume.

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

the 20-foot containers are represented by the t€ER’. 1 Teu = one 20 foot container, the 40-

foot container will be considered two Teu’s. Th&rmmation used in this analysis is based on
statistical information from SMPA for the first 2igrters of the years, 2006 and 2007.

14.2 Types of Containers

The container traffic at SMPA is comprised mostfy20 foot and 40 foot containers with
occasionally a 30, 35, 45 and 48-foot containethinfirst half of 2007, the 40-foot containers
once again were the most prevalent used contaiitieranmarket share of 55.15 % Compared to
the 20-foot container with a market share of 44.62%b ‘Other’ containers representing 0.23%.

0.23%

44.62% 020" foot
B 40" Foot
0O Other

55.15%

Graph 14.2a Container Traffic
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Container Movements (in Teu’s)

Container movements in teu’s have showed an inered%t.31% for the first half year 2007
compared to 2006, with an increase of 1,659 coatairOutbound container traffic increased by
5.54% when compared to last year, while incomingt&@ioer traffic showed an increase of
3.05%. The increase can be attributed to the sigppompanies increasing their capacity. See
table below:

Total Containers Half Year 2006 | Half Year 2007 | % Change
Outbound 19,411 20,487 5.54%
Inbound 19,111 19,694 3.05%
Total 38,522 40,181 4.31%

Table 14.2aContainer movements for the first half of 2006-2007

In the first half of 2007, container traffic fortermar, SXM Port Services, Curacao Trading
Company and SEL Maduro accounted for the majorftythe shipping market share. Each
company’s market share can be seen in the pie lobbny.

Containers by Agents 2007

12.20% 5.32%

O Carib H
10.22% . )

M Intermar
OSMPA
OSMPS
—50.72% | MW Seabridge
O Sel Maduro

/ mCTC
0.36%

0.04%

21.14%J

Graph 14.2b Market Share shipping agents Half Ye&2007

As can be seen in the graph above, Intermar Shgpeimains the leading agent in the market,
for the half year 2007.
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When reviewing container traffic by type for theOZChalf year, the following breakdown is
given:

Container Type 2006 2007 % Chg 07/06
20" foot 12,392 11,541 -1%
40" Foot 12,853 14,263 11%
Other 222 59 -73%
Total 25,467 25,863 2%

Table 14.2c Container traffic per container type

14.3 Break bulk Cargo by Weight

Information from SMPA statistics show a number aiods that are imported and exported
consisting of lumber, steel, automobiles, and aewidriety of other products. The following
products are not shipped in the containers, butldvine considered Break Bulk Cargo by
weight. However, some of the cargo is occasiortaiyng shipped by containers.

Goods(in tonnes) 200¢€ 2007 |% Chg 07/0¢€
Automobile: 5,042 4,398 -13%
Boat: 17¢ 271 51%
Stee 574 278 -52%
Cemen 35,31: 37,09) 5%
Grave 60,51¢ 65,21 8%
Heavy Equipmer 1,04( 2,80z 170%
General Carg 16,94° 8,47¢ -50%
Sand(m3 72,31: 65,71 -9%

Table 14.3a Break Bulk Cargo by item for the firsalf of 2006-2007

Automobiles
In the first half of 2007, automobile cargo showedkarease of -13%, compared to the previous
year of 2006. On an individual basis, inbound quantitieiédtad 534, while outbound was 313.

Boats
When looking at the first half of 2007 comparedhnibe same period of 2006, boats saw an
increase of 51%.

Cement

When comparing cement for the first half of 2007 with tH&Q®6, this item indicated an
increase of 5%. This increase was a result of increasediastivi the construction industry.
Steel

Steel on the other hand registered a 52 percent decling diieithalf year 2007.
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Sand

Sand represented a -9% decrease in the first h&0®@/ which showed a total of 65, 711 m3
which is 6,601 m3 less than the previous year 2006. This decceald be a result of sand being
bought on the French part of the island and/or price movsmen

General Cargo

General Cargo in the first half of 2007 is 8,474 which is a dseref half (-50%) of the total in
tonnage from the previous year 2006. This decrease is diie tact that these cargo vessels do
not visit St. Maarten on a regular basis. The Dr. A. C. Wathew€and Cargo Facilities can
only accept Break Bulk cargo when these vessels come ka3tten.

14.4 Break Bulk Cargo by Volume

The items mentioned below are measured and charged baselime vas they are high volume
goods. Presently, a number of the break-bulk cargo that walyusansported based on volume
is being transported based on weight (e.g. lumber)

In cubic Meters 2006 2007 |% chg 07/06
Bottles 395 335 -15%
Cylinders 189 143 -24%
Drums 4 13 225%

Table 14.4a Break Bulk Cargo by item (half year 232007)

The following table shows an overview of the total numberestels that entered our harbour
from January through June 2007 and 2006.

Vessel Type 2006 2007
Automobile Carrier 1 0

Barge 109 143
Cargo 114 66
Cement Carrier 12 24
Charter Vessels 0 3

Container Vessels 405 389
Cruise Ships 352 388
Fishing Vessel 31 49
Inter-island Cargo 283 274
Motor Yacht 11 5

Naval Vessel 3 0

Passenger Vessel 81 91
Power Boat 5 13
Research 1 0

Sailing Vessels 181 175
Tankers 78 87
Tender Service 7 5

TUG 118 128
Yachts 49 29
Total Vessels 1,841 1,869

Table 14.4b Total vessels by type (half y2@®6-2007)
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15 Gasoline Industry

The gasoline industry report is written solely from unlelbgi@soline (ULG) retail volumes that
were sold through the various retail gas stations. The dathhas been submitted by the
island’s two main wholesalers -- Sol and Chevron. Commaldbcisinesses and marina sales
volumes are not included.

Given the reliance of petroleum imports, a briefkla® taken at developments on the world oil
market during the review period. At the start of 20dternational oil prices had declined due to
milder winter temperatures in some regions and an overalusuof global production capacity.
In March 2007 however, prices began Crude OIL(WTI) Price Devts
its seasonal increase
globally and continued”]
along this upward o

growth trend through |

the second quarter of
the year. 3
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While prices were escalating on the world market, fitst price adjustment on the local market
did not take place until May 2007 and at a second incremé&uinia 2007.
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A review of the developments in gasoline (ULG) salelumes for the first six months of 2007
show an increase in each month relative to the ganed in 2006. Considerable double-digit
growth is noted from January through April, followkey a probable slowing in demand due to
price movements.

Total Retail volumes

in litres 2007 2006 2005 % chg 07/06 % chg 06/05
January 2,999,984 2,384,837 2,896,678 25.79% -17.67%
February 2,887,091 2,347,348 2,397,496 22.99% -2.09%

March 3,237,804 2,791,221 2,982,792 16.00% -6.42%

Qrt 1 Total 9,124,878 7,523,405 8,276,966 21.29% -9.10%

April 3,086,049 2,459,817 2,845,423 25.46% -13.55%
May 2,767,511 2,663,149 2,768,723 3.92% -3.81%

June 2,947,875 2,684,542 2,629,335 9.81% 2.10%

Qrt 2 Total 8,801,434 7,807,507 8,243,481 12.73% -5.29%

Half Year Total 17,926,312 15,330,913 16,520,448 16.93% -7.20%

15.1 SOL

During the first half of 2007, Sol’s retail saledwmes increased by 12.7%, compared to growth
of 4.6% in this period last year. Sales were up gheaonth up till June with significant double-
digit growth from February through April 2007. Grdwivas underlined by strong performances
from the majority of their service stations. Witletexception of Simpsonbay Brenliger station,
whose sales volumes contracted by about 5 peregirigdthe first half of this year. The Scott
Road station began the year with sound double digivth throughout the first quarter, but later
noted declining volumes after closing in April 2007.

15.2 Chevron

In the first half of 2007 retail sales made a ntabbound, growing by 23% relative to the first
half of 2006, when at that time sales volumes wenerndby 20 percent. This positive growth
trend started early in the year with volumes insmeg by 55% in January alone; mostly due to
the fact that all service stations were operatioAtlother months up to June 2007 also recorded
increases, with double-digit growth up to April.

Apart from this, a major service station- Welfare aBoStar Mart improved its overall
contribution as well as saw an increase of over &%ales volumes in the review period. The
Airport road station almost doubled its retail satethe first half of 2007 when compared to this
period in 2006. The Cul-de-Sac Star Mart remainedieading gasoline service outlet, in terms
of total volumes sold on a monthly basis; thisistasaw an increase of approximately 16%
during the half year 2007. The only station thad ladecrease in retail volumes during the
review period was Caribbean Auto Sales, after being clagemithree-month period.
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Percentage Change January to June '07/'06
(per Service Station)
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15.3 Market Expectations

World oil markets appear to be tight at presenis b due to a combination of moderate
projections for global output and rising consummptlevels. These types of market conditions
usually underscore the industry’s vulnerability doforeseen external shocks. Nonetheless,

gasoline prices are expected to decline gradualgr ahe next months before its seasonal
increase in the spring of 2008.

Likewise locally, prices are also expected to beistéd in the coming weeks, and can hopefully
remain stable for the remainder of the year.
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16 Conclusions

The following ‘SWOT analysis’ provides some generalatosions given the current status of
economic development on St. Maarten as covered withinghdst

STRENGTHS:

Sustained real growth of over 4% in the last 4 years.

Positive economic outlook for the next 3-4 years.

Declining unemployment rate.

Average of 1.8 million tourist arrivals in the last 4 years.

One-millionth cruise passenger mark expected to be edaanrearly October.
Consistent increases in TOT revenues, suggesting growtlsiness activities.
Expansions in the banking, utility & cargo industries.

Growth potential for transshipment activities.

Numerous value-added private & public sector projectsk Baieet Beautification,
expansion to cruise & cargo facilities, large-scale accodation developments)

WEAKNESSES:

Limited development of the SME sector.

Limited fiscal incentives to further encourage developinaé certain industries. (for
medium and small business entrepreneurs)

Higher tax refunds than tax collections.

Limited funds available for marketing & promotional attas; which has impacted the
opportunity for growth in overall stay-over arrivals.

Water shortages due to excess demand.

OPPORTUNITIES:

Positive global tourism outlook for remainder of year.

Attract branded, high-end hotel developments.

Added room inventory will facilitate increased airlift.

Further develop (through campaigns, incentives and adneaprogrammes) the
following sectors: Marine Industry, Agriculture & Fishe@ffshore & Finance
Possible increase in the supply of jobs due to positive eticrautlook & business
confidence.

Improve tax compliance through targeting a wider rangesaoge of enterprises.
Implement various revenue-generating measures.

Continued expansion of infrastructural projects at marnsgmut also in communities.
Heighten marketing initiatives in the Caribbean marketptmsbsmall hoteliers, & retail
industry as these visitors record high expendituresrpatte

Launch major advertisement campaigns in other regiartsasiLatin America, Europe 4
Asia (i.e. all-inclusive packages)

RO

Development of a 10-year economic & social plan for Shrtela.
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THREATS:

- Weakening demand from North American market due to econsiowddown in the U.S.
- Surging fuel prices

- Surging air and travel fares.

- Natural disasters (i.e. hurricanes)
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