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GENERAL OVERVIEW

Global economic growth decelerated 
slightly in 2015 due to a weak expansion 
in the advanced economies combined 
with a slowdown in the emerging market 
and developing economies. Growth in 
the advanced economies was driven by 
domestic demand supported by, among 
other things, accommodative monetary 
policy, improved labor market conditions, 
and lower oil prices. Meanwhile, growth 
slowed in the emerging market and de-
veloping economies as a result of weaker 
terms of trade, lower demand for the net 
exporting countries, and a transition to 
slower growth in China.

Against this background, both Curaçao 
and Sint Maarten recorded an economic 
expansion in 2015. Following three con-
secutive years of negative growth figures, 
the economy of Curaçao expanded mar-
ginally by 0.3% in 2015. Meanwhile, real 
GDP in Sint Maarten grew by 0.4% in 2015, 
a slowdown compared to the 1.7% growth 
recorded in 2014. The sharp decline in in-
ternational oil prices caused a deflation of 
0.5% in Curaçao, down from the 1.5% in-

REPORT OF THE  
PRESIDENT
GENERAL OVERVIEW & 
POLICY CONSIDERATIONS

Dr. E.D. Tromp, President
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flation rate recorded in 2014. Meanwhile, 
Sint Maarten’s inflation rate dropped from 
1.9% in 2014 to 0.3% in 2015,  also a re-
sult of the sharp drop in international fuel 
prices. 

Real GDP growth in Curaçao was sustained 
by domestic demand, as both public and 
private spending rose in 2015. By contrast, 
net foreign demand contributed nega-
tively to growth as the decline in the ex-
port of goods and services offset the lower 
imports. The increase in private spending 
was the result of a rise in investments, par-
ticularly in the tourism and transportation 
sectors, mitigated by a drop in private con-
sumption. Meanwhile, public demand rose 
as a result of more investments, in partic-
ular the construction of the new hospital 
and the improvement of the road infra-
structure of Curaçao. By contrast, public 
consumption shrank.

A review by sector reveals that the tepid 
real GDP expansion in Curaçao during 
2015 was ascribable mainly to growth in 
the financial intermediation, restaurants & 
hotels, and construction sectors. The posi-
tive performance of the financial interme-
diation sector was the result of an increase 
in domestic financial services, mitigated by 

a decline in international financial services. 

Growth in 2015 in the restaurants & ho-
tels sector, albeit less pronounced than in 
2014, was the result of an increase in the 
number of stay-over visitors, particularly 
from North America, Europe, and the Ca-
ribbean. The North American and Europe-
an markets benefitted from increased air-
lift during 2015. By contrast, the number 
of visitors from South America dropped, 
particularly from Venezuela and Brazil, re-
sulting in an overall decline in the number 
of visitor nights. Meanwhile, cruise tour-
ism posted disappointing results as the 
number of both cruise ships and cruise 
tourists dropped. 

Activities in the construction sector rose, 
supported by more private and public in-
vestments. The transport, storage, & com-
munication sector also grew, albeit less 

A photocopy of the only 1855 banknote 
known to exist. The note is signed on the 
front by Christoffel Gorsira and two local 

tradesmen ‘...of good standing...’

Following three consecutive 
years of negative growth 

figures, the economy of Curaçao 
expanded marginally.
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pronounced than in 2014, as a result of 
increases in both air and sea transport. 
Airport-related activities increased as re-
flected by a rise in the number of com-
mercial landings and total passenger traf-
fic. Meanwhile, the harbor handled more 
ships, particularly freighters, and oil stor-
age activities rose.

By contrast, real output dropped in the 
manufacturing sector due to a decline in re-
fining activities at the Isla refinery, mitigat-
ed by an increase in ship repair activities. 
The wholesale & retail trade sector also 
put a drag on Curaçao’s real GDP growth 
as a result of the decline in domestic con-
sumption combined with fewer activities 
at the free zone. The latter decrease was 
caused mainly by the unstable situation 
and currency restrictions in Venezuela, 
which is the main market of the free zone. 
Furthermore, output contracted in the util-
ities sector as reflected by decreases in the 
production of water and electricity. 

In Sint Maarten, real GDP growth in 2015 
was supported by net foreign demand 
as the export of goods and services rose, 
while imports dropped. By contrast, do-
mestic demand contributed negatively to 
growth because both private and public 
spending decreased. Private spending 
shrank because of lower private consump-
tion moderated by an increase in invest-
ments. The decline in public spending was 
the result of lower investments as the gov-
ernment spent less than budgeted. In ad-
dition, public consumption shrank mainly 
because of less spending on wages & sala-
ries. 

The sectoral data show that the restau-
rants & hotels, manufacturing, and con-
struction sectors were the main drivers of 
Sint Maarten’s real GDP expansion during 

2015. However, real value added growth in 
the restaurants & hotels sector weakened 
in 2015 compared to 2014, attributable 
to a slowdown in stay-over tourism com-
bined with a contraction in cruise tourism. 
The slowdown in stay-over tourism was 
the result of a marked decline in the num-
ber of visitors from North America – Sint 
Maarten’s main market – as a result of, 
among other things, the severe winter that 
caused the cancellation of several flights to 
Sint Maarten and a depreciation of the Ca-
nadian dollar. By contrast, the number of 
tourists from the other markets increased 
over the course of 2015. The poor results 
in cruise tourism reflected a decline in 
both the number of cruise calls and the 
number of cruise tourists, the result of, 
among other things, increased competi-
tion from the region and the cancellation 
of a major cruise line’s calls into the port of 
Sint Maarten.

Real output rose in the manufacturing sec-
tor supported by an increase in repair ac-
tivities on yachts, particularly mega yachts, 
during 2015. Meanwhile, the increase in 
the construction sector was attributable to 
the rise in private investments, mitigated 
by the decline in public investments. 

Growth weakened in the transport, stor-
age, & communication sector because of 
a decline in harbor activities moderated 
by an increase in air transportation and 
airport-related activities. The poor per-
formance of the harbor was the result of 

Sint Maarten’s economy 
recorded a slowdown in 

economic growth.



12

a drop in the number of ships that visited 
Sint Maarten. The increase in airport-relat-
ed activities was attributable to a rise in to-
tal passenger traffic combined with more 
commercial landings.

The financial intermediation sector also 
posted positive results as indicated by 
an increase in net interest income of the 
domestic banks. Furthermore, real value 
added in the utilities sector was up due to 
the higher production of water stemming 
from increased production capacity and 
more demand, and electricity. By contrast, 
activities contracted in the wholesale & 
retail trade sector because of the decline 
in domestic demand, mitigated by an in-
crease in tourism spending.  

On the fiscal side, the public finances of 
Curaçao improved during 2015 as reflect-
ed by a narrowing of the deficit on the 
current budget of the government from 
NAf.11.4 million in 2014 to NAf.1.6 million 
in 2015. In addition, the deficits of the so-
cial funds dropped as a result of several 
measures implemented by the govern-
ment over the course of 2015. The lower 
deficit on the current budget was the result 
of an increase in government revenues, 
mitigated by higher expenditures. Govern-
ment revenues rose mainly because of an 
increase in nontax revenues primarily re-
flecting a windfall in withholding tax grants 
related to the BRK tax arrangement of 
the Kingdom. Furthermore, tax revenues 
grew because of higher property taxes, 
profit taxes, and import duties, mitigated 
by a decline in income and sales tax pro-
ceeds. Meanwhile, the higher government 
expenditures can be explained largely by 
an increase in transfers & subsidies and 
interest payments, moderated by lower 
spending on wages & salaries and goods 
& services. 

Sint Maarten’s fiscal challenges continued 
in 2015 with the government having dif-
ficulties compensating for the deficits in-
curred in previous years, settling arrears 
towards the Social & Health Insurances 
(SZV), and managing its finances effec-
tively. As a result, the Kingdom Council of 
Ministers gave an instruction to the gov-
ernment of Sint Maarten on September 
4, 2015, to settle its outstanding arrears 
with the SZV and the general pension fund 
(APS), among other things. 

Despite the budgetary challenges, Sint 
Maarten’s fiscal situation improved during 
2015. Following a deficit of NAf.8.2 million 
in 2014, the government of Sint Maarten 
recorded a surplus of NAf.1.5 million on 
its current budget in 2015. The improved 
fiscal situation was primarily the result of 
an increase in government revenues com-
bined with a slight decline in expenditures. 
On the revenues side, tax proceeds in-
creased due to more receipts from profit, 
wage, property transfer, room, and turn-
over taxes. The decline in expenditures 
was caused by lower outlays on goods & 
services and social security transfers, miti-
gated by increases in subsidies and inter-
est payments. 

Following an increase of NAf.459.9 mil-
lion in 2014, gross official reserves rose by 
NAf.27.8 million in 2015 as the external fi-
nancing received exceeded the current ac-
count deficit of the balance of payments of 

Following an increase of 
NAf.459.9 million in 2014, 

gross official reserves rose by 
NAf.27.8 million in 2015.
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the monetary union. The average import 
coverage increased from 3.9 months in 
2014 to 4.9 months in 2015 due to a sig-
nificant decline in imports combined with 
the increase in official reserves. 

The current account recorded a lower defi-
cit in 2015 than in 2014 due to an improve-
ment in the income and current transfers 
balances, mitigated by a decline in the 
net export of goods and services. The im-
provement in the income balance was the 
result of an increase in investment income 
earned from abroad complemented by a 
decline in labor income paid abroad and 
lower interest and dividends paid on for-
eign investments in the monetary union.  
Meanwhile, the deficit on the current 
transfers balance narrowed as a result of 
a decline in current transfers paid abroad, 
moderated by lower current transfers re-
ceived from abroad.

Net exports of goods and services dropped 
because of a decline in exports that sur-
passed the lower imports. The contraction 
in exports can be ascribed to lower re-ex-
ports by the free zone and lower foreign 
exchange earnings from air transportation 
services in Curaçao as both sectors were 
affected by the unstable situation and cur-
rency restrictions in Venezuela. In addi-

tion, the refining fee generated by the Isla 
refinery dropped significantly due to fewer 
refining activities. Also, foreign exchange 
earnings shrank from bunkering, commu-
nication services, and real estate services 
provided abroad. The drop in exports was 
mitigated by a slight increase in foreign 
exchange receipts from stay-over tourism 
attributable entirely to Sint Maarten. In Cu-
raçao, stay-over revenues were down due 
to the sharp decline in the number of Ven-
ezuelan tourists who tend to spend more 
on average than tourists from other mar-
kets. Also, foreign exchange receipts from 
cruise tourism dropped, reflecting the dis-
appointing cruise performance in both Cu-
raçao and Sint Maarten. The lower import 
bill was largely the result of the sharp de-
cline in international oil prices. In addition, 
non-oil merchandise imports declined, re-
flecting lower consumer spending in both 
countries and fewer imports by the free-
zone sector in Curaçao. By contrast, the 
import of construction services rose as a 
result of the construction of the hospital in 
Curaçao. 

The current account deficit was more than 
covered by external financing as reflected 
by a worsening of the portfolio investment 
and the direct investment balances. One 

Size:     220x110 mm
Design:    Fleischman Pearl music border
Printed by:   Johan Enschede, The Netherlands
Date printed:    1879
Date of introduction :   1879
Withdrawn:    -
Rarity:     extremely rare
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of the causes of the worsening of the port-
folio investment balance was that matured 
debt securities held by institutional inves-
tors were not entirely reinvested abroad 
during 2015. In addition, the government 
of Curaçao issued bonds that were pur-
chased entirely by the Dutch State. The 
direct investment balance deteriorated 
because of increased liabilities of domestic 
companies towards their foreign investors 
and the purchase of real estate by nonresi-
dents in Curaçao and Sint Maarten. By con-
trast, the loans & credits balance improved 
due to an increase in foreign deposits of 
residents of Curaçao and Sint Maarten 
combined with a decline in nonresident 
deposits in the monetary union. Also, com-
panies in Curaçao and Sint Maarten repaid 
some loans received from abroad. As in 
previous years, net capital transfers into 
the monetary union dropped in 2015 due 
mainly to the phasing out of development 
aid from the Netherlands.

The monetary aggregates continued to ex-
pand during 2015, albeit at a slower pace 
than in 2014. An increase in both net for-
eign assets and net domestic assets con-
tributed to the expansion of the monetary 
aggregates in 2015. Net foreign assets 
rose largely as a result of the inflows from 
the Dutch State Treasury Agency (DSTA) 
related to principal and interest payments 
on debt securities taken over under the 
debt relief program and debt securities 
purchased from issues by the government 
of Curaçao. Meanwhile, the growth in net 
domestic assets was led by an increase in 
miscellaneous balance sheet items related 
to, among other things, the release of a de-
posit provided as a security with the court 
in connection with a claim between two 
foreign parties. In contrast, the govern-
ment exerted a contractionary impact due 

to a rise in the deposits of the government 
of Curaçao with the Bank, mitigated by a 
drop in the deposits of the government of 
Sint Maarten. Although credit extended 
to the private sector remained practically 
unchanged in 2015 compared to 2014, the 
loan component contracted by 0.5%. This 
contraction was the result of a drop in pri-
vate loans extended in Curaçao while Sint 
Maarten recorded an increase in these 
loans. In both countries, consumer loans 
and mortgages dropped over the course 
of 2015, while business loans increased.

Throughout 2015, the Bank continued 
tightening the surplus in the money mar-
ket by offering more certificates of deposit 
(CDs). To make these securities more at-
tractive to the commercial banks, the CDs 
were offered at higher interest rates. Con-
sequently, the amount of outstanding CDs 
rose in 2015 compared to 2014. Mean-
while, the reserve requirement percent-
age was kept unchanged at 18.00% during 
2015 as the excess liquidity in the banking 
system did not translate into excessive 
credit extension.

In the area of financial stability, the mac-
roeconomic environment poses the big-
gest risk followed by the sovereign sound-
ness of the countries of Curaçao and Sint 
Maarten. The macroeconomic environ-
ment is assessed by, among other things, 
analyzing the long-term trend of the econ-
omy including only structural policy chang-
es. The output gap of the monetary union, 
defined as the difference between actual 
and potential GDP as a percentage of po-
tential GDP, was once more negative in 
2015 (-1.3%). A similar development can be 
seen in the credit-to-GDP gap, defined as 
the difference between the credit to GDP 
ratio and its long-term trend. The last two 
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years have also recorded a negative gap, 
-3.9% in 2015, indicating an imbalance be-
cause credit has grown insufficiently rela-
tive to GDP. The increasing gaps show that 
the economy is falling behind its potential 
growth and emphasizes the importance of 
comprehensive growth-oriented policy ef-
forts by the government. 

The fiscal situation of the monetary union 
improved, with the current budget surplus 
to GDP and the primary surplus to GDP ra-
tios increasing in 2015 compared to 2014. 
However, the development in public sector 
debt poses a risk. The debt to GDP ratio of 
the monetary union reached 42.2% at the 
end of 2015, surpassing the level that the 
IMF considers prudent for the countries 
of Curacao and Sint Maarten (i.e., 40% of 
GDP).

By contrast, the risk of our domestic bank-
ing, insurance, and pension sectors has 
remained stable during the last few years. 
Although the global financial stability risk 
has decreased, the exposure of the mon-
etary union is still considered limited. The 
external vulnerabilities, stemming from 
shocks in our main trading partners, are 
reflected in the macroeconomic environ-
ment and indicate an increase in risk. 

Contrary to the overall economic expan-
sion of the monetary union recorded in 
2015, the net profit of the local commercial 
banking sector dropped slightly. Neverthe-
less, the Financial Soundness Indicators 
show that the commercial banking sector 
is still sound. The capital adequacy ratio is 
well above the 8% Basel benchmark. In ad-
dition, the risks in capital adequacy, asset 
quality, and liquidity & funding remained 
stable in 2015 compared to 2014, while 
earnings & profitability risk and sensitiv-
ity to market risk increased. The stability 

and soundness of the domestic banking 
sector are positive for the maintenance of 
financial stability as the sector remains the 
largest contributor to the financial devel-
opment of Curaçao and Sint Maarten, with 
a share of approximately 55% of the total 
financial system assets. 

Data for the insurance and pension sectors 
are presented with a lag of one year. Over 
the course of 2014, both the local life and 
the nonlife insurance sectors recorded an 
increase in profitability. In the local nonlife 
insurance subsector, risks in liquidity and 
sensitivity to market risk increased while 
the risks in earnings & profitability and as-
set quality decreased. The risks in capacity 
remained stable. The local life insurance 
subsector recorded an increase in the risk 
in stability, while capacity risk decreased. 
The risks in earnings & profitability, asset 
quality, and sensitivity to market risk re-
mained stable.

Meanwhile, the coverage ratio in the pen-
sion sector recorded a slight decrease of 
1.7 percentage points to 105.5% in 2014 
compared to 2013, above the required 
minimum of 100%. The sector’s risks in 
earnings & profitability and equity in-
creased, while the risks in funding adequa-
cy, asset quality, and sensitivity to market 
risk remained stable.

The risks of our domestic 
banking, insurance, and pension 
sectors has remained stable in 

recent years.
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POLICY CONSIDERATIONS

Since becoming autonomous countries 
within the Dutch Kingdom in 2010, the 
economic performance of Curaçao and 
Sint Maarten has been lackluster. Between 
2010 and 2015, the economy of Curaçao 
recorded on average a negative growth of 
0.2% annually. Meanwhile, Sint Maarten’s 
performance has been somewhat better 
with an average real GDP expansion of 
1.0% per year, but the country seems to 
have reached a growth ceiling, particularly 
in its main economic pillar i.e., the tourism 
industry.

An assessment of developments during 
the past five years indicates a number of 
factors that help explain the disappoint-
ing economic performance in the mon-
etary union. First, demographic changes 
have had a negative impact on domestic 
demand and, hence, on economic growth. 
The monetary union is not immune to 
the ageing of its population. In general, if 

the age dependency ratio, i.e., the share 
of the population 60 years and older in 
the working age population, increases, 
then consumption tends to drop because 
household income is usually lower after 
retirement than before retirement. A sec-
ond demographic factor is the changing 
composition of the population of both Cu-
raçao and Sint Maarten accompanied by 
changing spending patterns. 

Our poor economic performance also may 
be ascribed to the “fiscal-rule paradox.” As 
part of the process of becoming autono-
mous countries in the Dutch Kingdom, 
Curaçao and Sint Maarten agreed to a 
unique fiscal arrangement. Both countries 
received considerable debt relief and capi-
tal transfers to support social economic 
initiatives from the Netherlands. In return, 
they are bound to a fiscal framework with 
strict fiscal rules combined with a standing 
subscription arrangement that allows the 
countries to borrow at low interest rates. 
An independent financial supervision body 

A very rare f 1 note of the 1892 issue printed by the Hamilton Bank Note Company in New York. The 
notes were signed on the front by the President of the Bank J.R.G. de Veer and on the back by two 

traders ‘...of good standing...’, in this case by A. Jesurun en Mozes J.L. Maduro.



17

controls adherence to these rules. The ra-
tionale behind this fiscal arrangement was 
to provide the new countries with a sound 
starting financial position and moving for-
ward to ensure sound public finances.

Sound public finances are an important 
necessary macroeconomic condition for 
economic growth. However, the experi-
ence over the past five years is that adher-
ence to the fiscal rules is being considered 
an end in itself rather than a means to 
achieve a sound macroeconomic environ-
ment. Since meeting the fiscal rules has 
become an end in itself, it has diverted 
the attention of policymakers away from 
structural reforms to promote growth. 
This myopic focus on meeting fiscal rules 
has created a drag on economic growth. 

Policy initiatives to strengthen our key 
economic pillars are implemented only af-
ter long delays. Tourism is Sint Maarten’s 
main economic pillar and fierce competi-
tion exists from other tourist destinations 
in the region. However, it took us several 
years to establish a tourism authority. In 
Curaçao, finding a strategic partner for the 
Curaçao Drydock Company, a foreign ex-
change- generating sector, was a lengthy 
process that lasted years. Finally, Curaçao 
and Sint Maarten have experienced politi-
cal instability and various governance is-
sues at several government institutions 
since 2010, and these also have affected 
investor confidence and, consequently, 
economic growth.

To stimulate economic growth, the govern-
ment of Curaçao has been relying on public 
sector investments, in particular construc-
tion of a new hospital and improvement 
of the road infrastructure. This policy has 
gained further traction because of the low 
cost of financing through  the standing 
subscription rule. However, this policy of 
relying on public sector investments rather 
than private sector investments can  bring 
about only short-term relief. A sustainable 
path of growth can be realized only by cre-
ating the conditions necessary to stimulate 
private sector investments as the engine 
of growth.  

Meanwhile, the case of Sint Maarten re-
mains one of capacity building. Because 
of institutional constraints, presenting a 
balanced budget and adhering to the bal-
anced budget rule have been a daunting 
task. Consequently, the country received 
an official instruction from the Kingdom 
Council of Ministers in 2015 to take a num-
ber of corrective measures. As a result, 
Sint Maarten was not allowed to borrow 
on the capital market in 2015. However, 
since the country has complied with three 
of the four conditions set in the instruc-
tion, Sint Maarten once again has access 
to the capital market to finance its capital 
investments. 

For Sint Maarten, investment in human 
resources across the board in the govern-
ment apparatus is crucial to continue mak-
ing progress toward sound public finances 
and enhanced financial management. 
Given the need to further strengthen the 
institutional capacity of Sint Maarten, it is 
therefore regrettable that the current fis-
cal arrangement does not allow for financ-
ing investment in human capital. In this 
context, if we are to make real progress in 

Curaçao and Sint Maarten are 
caught in a fiscal rule paradox.
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capacity building in Sint Maarten, the cur-
rent arrangement should be reconsidered 
to allow the government of Sint Maarten to 
solve the challenges it is currently facing in 
a more sustainable manner. 

A higher and more sustainable growth 
path in the monetary union can be 
achieved only by relying on private invest-
ments that will lead to productivity gains 
and improved competitiveness. Therefore, 
both countries need to improve their in-
vestment climate. Key areas to address in 
this context are the lengthy administrative 
procedures and red tape in the govern-
ment apparatus, the skills mismatch be-
tween the demand and supply for labor, 
and the rigidities in the labor market. Also, 
the unemployment, and notably the youth 
unemployment in the two countries, can 
be reduced only if the government invests 
in education and vocational training. The 
recently enacted youth employment pro-
gram of the government of Sint Maarten 
goes a long way in addressing the problem 
of youth unemployment. To attract more 
investments and create higher growth, we 
have to avoid sending the wrong signals to 
investors by creating unnecessary rigidi-
ties in the field of labor regulations.

A well-functioning financial system also 
is crucial to supporting economic growth. 
Financial intermediaries play a crucial role 
in the efficient allocation of resources for 
sustainable growth. However, the financial 
sector in the Caribbean region, including 
Curaçao and Sint Maarten, is currently fac-
ing some challenges with a downside risk 
to our growth prospects. 

One of these risks is the termination of 
correspondent bank relations attributed 
to the so-called de-risking by financial in-
stitutions, particularly in the United States. 
Given our limited access to foreign finan-
cial markets, correspondent bank relations 
are crucial for the financing of our trade 
and investments. Therefore, to maintain 
our correspondent bank relations, the 
Bank currently is in the process of finding a 
mutually acceptable solution related to the 
correspondent banking issue both bilater-
ally and in the wider Caribbean context. 

Another development that poses a signifi-
cant threat for the financial sector glob-
ally is cybercrime. Cybercrime comprises, 
among other things, gaining unauthorized 
access to third parties’ accounts or web-
sites and the misappropriation of a per-
son’s identity for the purpose of commit-
ting financial fraud. To address the risks 
associated with cybercrime, the Bank has 
been updating its Provisions and Guide-
lines for Business Continuity Management 
and Electronic Banking to incorporate the 
topic of cyber security. Furthermore, the 
Bank has been encouraging the financial 
sector to improve its communication to the 
public regarding cyber threats, and to join 
the National Cyber Emergency Response 
Team of the Caribbean (CARICERT). Finally, 
to combat and prevent the risks associ-
ated with cybercrime, the Bank created a 

The financial sector in the 
Caribbean region, including 
Curaçao and Sint Maarten, 

is currently facing some 
challenges with a downside risk 

to our growth prospects.
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Cyber security task force in 2015 with the 
Information Security Officers of the vari-
ous financial institutions as its members. 

In the area of financial sector supervi-
sion, the Bank made a number of efforts 
in 2015 to enhance its supervisory instru-
ments, improve transparency in the local 
financial market, and step up the protec-
tion of consumers in financial transac-
tions. The enactment of the Harmoni-
zation and Actualization of Supervision 
Ordinances in Curaçao has provided the 
Bank with legal instruments to supervise 
the financial sector more effectively and 
allowed the Bank to apply sanctions in ad-
dition to the already existing possibility for 
imposing fines. Sint Maarten is currently in 
the process of enacting these ordinances.  
With the enactment of these laws in Sint 
Maarten, the Bank’s supervisory frame-
work will be in line with the latest stan-
dards of the international supervisory 
bodies and  the effectiveness of financial 
sector supervision in the entire monetary 
union will be substantially increased. 

In addition, the Bank will continue to col-
laborate with other regulators both in-
side and outside the Kingdom to further 
strengthen its supervision.

Last, the Bank will continue to intensify its 
efforts to implement market conduct su-
pervision of the institutions under its su-
pervision by issuing guidelines to enhance 
transparency in the local financial market 
and to strengthen prudent credit exten-
sion practices. These guidelines are aimed 
at providing the public with adequate in-
formation to make informed decisions 
when applying for consumer credit and 
protecting consumers against credit over-
load. 

Looking forward, the economies of both 
Curacao and Sint Maarten are projected to 
grow in 2016 and 2017. However, as open 
and small economies, both countries are 
vulnerable to external shocks. External 
factors that currently pose a downside risk 
to our growth prospects include the situ-
ation in Venezuela, further U.S. monetary 
policy tightening and a slower euro area 
recovery. Meanwhile, the result of the re-
cent referendum in the United Kingdom 
to leave the European Union is projected 
to have a negative impact on the Euro-
pean and global economies. Although the 
“Brexit” will not have a direct impact on the 
economies of Curacao and Sint Maarten, 
its indirect effects are yet to be seen. These 
developments underscore how crucial it is 
that Curacao and Sint Maarten improve 
their domestic fundamentals to adjust 
smoothly to possible external shocks.  

E.D. Tromp

President
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GLOBAL ECONOMIC 
DEVELOPMENTS

The global economy expanded by 3.1% in 
2015,1 a slowdown compared to the 3.4% 
expansion registered in 2014. Lower dis-
posable income, falling commodity prices 
(particularly oil prices), sharp declines 
in investments, and geopolitical factors 
contributed to the overall slowdown in 
global GDP growth. The slowdown was 
reflected by continuing headwinds for 
emerging market and developing econo-
mies combined with a weak recovery in 
the advanced economies. The slower pace 
of growth in the emerging market and de-
veloping economies was caused primarily 
by weaker terms of trade and lower de-
mand for the net exporting countries com-
bined with a transition to slower growth 
in China. The advanced economies grew 
mainly because of increased domestic de-
mand. Growth in the United States was 
supported by increased consumption and 

1 Source: International Monetary Fund, World Economic 
Outlook, April 2016.

improved labor market conditions while 
the Euro area benefitted from better mac-
roeconomic conditions. Global inflationary 
pressures dropped further to 2.8% in 2015, 
led by the continuing decrease in prices for 
oil and other commodities. The global un-
employment rate2 remained unchanged at 
5.9% in 2015. 

THE UNITED STATES

The U.S. economy expanded by 2.4% in 
real terms during 2015, the same growth 
rate registered in 2014 (see Table 1). Real 
GDP growth in 2015 was attributable solely 
to higher domestic demand as net foreign 
demand shrank. Furthermore, the unem-
ployment rate dropped from 6.2% in 2014 
to 5.3% in 2015.

Both the private and the public sectors 
contributed to the expansion in U.S do-
mestic demand during 2015. Private de-
mand went up, supported by a rise in in-
vestments and higher consumer spending. 
The increase in private investment was 

2 International Labour Organization.

INTERNATIONAL 
ECONOMIC 
DEVELOPMENTS
GLOBAL, EURO AREA, AND LATIN 
AMERICA & THE CARIBBEAN

2
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due mainly to fixed investments. Higher 
disposable income and improved con-
sumer confidence supported the increase 
in private consumption, reflected mainly 
by more spending on durable goods, in-
cluding recreational goods & vehicles, and 
on services, particularly health care ser-
vices. Public demand expanded because 
of higher spending by state and local gov-
ernments, mitigated by a decline in fed-
eral government spending. In contrast, net 
foreign demand contributed negatively to 
real output growth as imports grew at a 
faster pace than exports.

From a sectoral perspective, real GDP 
growth during 2015 was driven mainly by 
more activities in the construction, profes-
sional & business services, and retail trade 
sectors. The U.S. unemployment rate fell 
to 5.3% in 2015 from 6.2% in 2014, led by 
job gains in the professional & business 
services, health care, and restaurant & 
hospitality sectors.  

Consumer prices increased by only 1.0% 
during 2015 compared to the 1.6% in-
crease registered in 2014. The lower in-
flationary pressures were attributable 
primarily to a significant decline in energy 
prices, mitigated by higher food prices. Al-

though the inflation rate did not match the 
Federal Reserve’s target level of 2.0%, the 
Fed moved the fed-funds rate from near 
zero to a range between 0.25% and 0.50% 
in December 2015 given the considerable 
improvement in labor market conditions 
and the expectation that the inflation rate 
will rise to its 2.0% objective over the me-
dium term.

ECONOMIC DEVELOPMENTS 
IN THE EURO AREA

The economy in the Euro area grew by 
1.6% in 2015, an acceleration compared 
to the 0.9% growth recorded in 2014. The 
growth acceleration was mainly the result 
of  increases in domestic and net foreign 
demand, lower oil prices that eased in-
flationary pressures, and improvements 
of labor and financial market conditions. 
Domestic demand rose as a result of con-
tinued accommodative monetary policy, 
more private consumption, and higher 
disposable income caused primarily by 
lower inflationary pressures. Furthermore, 
net foreign demand increased because ex-
ports grew at a faster pace than imports. 
Following a decline in 2014, the unemploy-

Sources: US Bureau of Economic Analysis, US Bureau of Labor Statistics, International Labor Organization, and IMF World 
Economic Outlook October 2015.

Global United States

2014 2015 2014 2015

Real GDP (% change) 3.4 3.1 2.4 2.4

Consumer prices (%)            3.5 2.8 1.6 1.0

Unemployment rate (%) 5.9 5.9 6.2 5.3

Table 1 Economic indicators (Global – United States)
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ment rate dropped further to 10.9% in 
2015. In addition, inflationary pressures 
went down from 0.4% in 2014 to near zero 
in 2015, well below the European Central 
Bank’s inflation target of 2.0%.

THE NETHERLANDS

The Netherlands registered an economic 
growth of 2.0% in 2015, up from the 1.0% 
recorded in 2014 (see Table 2). The growth 
was backed by higher domestic demand 
mitigated by a drop in net foreign demand. 
Furthermore, both the inflation and un-
employment rates dropped in 2015 com-
pared to 2014.

Real GDP of the Netherlands experienced  
faster growth of 2.0% in 2015 compared 
to the 1.0% growth recorded in 2014. The 
higher pace of growth was caused by an 
increase in domestic demand mitigated 
by a decrease in the net foreign demand. 
Private spending rose, driven primar-
ily by private investments and, to a lesser 
extent, household consumption. Private 
investment went up because of higher 
investments in fixed assets, such as resi-
dential properties. The growth in private 
investment was consistent with higher 
investor confidence and increased capac-

ity utilization. Meanwhile, Dutch house-
hold consumption increased for the first 
time since the global financial crisis, due 
mainly to increased consumer confidence 
and reflected by more spending on electri-
cal appliances and clothing, in particular. 
In addition, government spending rose 
because of more public investments as 
public consumption remained unchanged. 
However, net foreign demand dampened 
output growth in real terms, with imports 
growing at a faster pace than exports. Im-
port growth was primarily the result of 
higher imports of natural gas and trans-
port equipment in 2015 than in 2014, while 
exports grew mainly because of more ex-
ports of business services and transport 
vehicles.  

The Netherlands recorded an inflation 
rate of 0.6% in 2015, the lowest increase 
in consumer prices since 1987. The lower 
inflationary pressures compared to 2014 
were mainly the result of the fall in interna-
tional crude oil prices. Moreover, in 2015 
the unemployment rate dropped to 6.9%  
compared to 7.4% in 2014. This drop was 
primarily the result of the improved eco-
nomic conditions in the Netherlands with 
more people finding employment, espe-
cially temporary jobs, in the business ser-

Sources: Central Bureau of Statistics of the Netherlands and IMF World Economic Outlook October 2015.
*International definition.

Euro area The Netherlands

2014 2015 2014 2015

Real GDP (% change) 0.9 1.6 1.0 2.0

Consumer prices (%)            0.4 0.03 1.0 0.6

Unemployment rate* (%) 11.6 10.9 7.4 6.9

Table 2 Economic indicators (Euro area – The Netherlands)



24

vices and trade, transportation, & hospital-
ity sectors.

 

ECONOMIC DEVELOPMENTS  
IN LATIN AMERICA AND THE 
CARIBBEAN

The Latin American and Caribbean region 
recorded a negative real GDP growth of 
-0.1% in 2015, a turnaround compared 
to the 1.1% growth recorded in 2014. The 
economic downturn in the region was at-
tributable particularly to external factors 
and, to a lesser extent, domestic factors. 
Externally, the further weakening of com-
modity prices led to deteriorated terms of 
trade, particularly of commodity export-
ers, that resulted in wider current account 
deficits. Also weakened investment growth 
and exchange rate depreciations contrib-
uted to the poor economic outcome. Do-
mestically, country-specific policy vulner-
abilities played an important role in the 
contraction of the region’s real output, led 
by the region’s largest economy, Brazil, 
and Venezuela. Furthermore, inflationary 
pressures dropped from 9.3% in 2014 to 

5.5% in 2015 due mainly to the decrease 
in commodity prices. The poor economic 
performance in the region contributed to 
an increase in the unemployment rate to 
6.7% in 2015. 

VENEZUELA

Venezuela’s real GDP contracted in 2015 
between 5.7% and 7.5% according to esti-
mates of the International Monetary Fund 
(IMF) and Business Monitor International 
(BMI), respectively. Additionally, Venezu-
ela recorded an inflation rate of 121.7% 
in 2015, almost twice the rate recorded in 
2014. The unemployment rate remained 
about the same. (See Table 3)

Venezuela’s economy has been in a reces-
sion since 2014. The economic contraction 
in 2015 was due to declines in domestic 
demand and net foreign demand. Accord-
ing to IMF estimates, domestic demand 
dropped because of declines in both pri-
vate and public demand. Private demand 
contracted on the back of lower consump-
tion and investments. The drop in private 
consumption in 2015 was due, among oth-

Sources: International Monetary Fund; Business Monitor International.
* Source: Latin America Monitor (2016, May). Business Monitor International, 3. www.bmiresearch.com
** Source: World Economic Outlook, International Monetary Fund; (2016 April).

Latin America and the 

Caribbean
Venezuela

2014 2015 2014 2015

Real GDP (% change) 1.1 -0.1 -3.9 -5.7 to -7.5 

Consumer prices (%)            9.3 5.5 62.2 121.7

Unemployment rate (%) 6.0 6.7 7.0 to 7.2 6.8 to 7.4**

Table 3 Economic indicators (Latin America & the Caribbean – Venezuela)*
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er things, to a doubling of  consumer pric-
es compared to 2014, which substantially 
eroded consumers’ purchasing power, 
and to widespread shortages of basic con-
sumer goods. Furthermore, private invest-
ment went down because of low investor 
confidence, shortages of foreign currency, 
and the deteriorating business climate in 
the country. Moreover, public demand 
contracted in real terms largely because of 
constraints on government spending as a 
result of lower government revenues from 
oil exports.

Net foreign demand increased as imports 
declined at a faster pace than exports, mit-
igating the contraction in real GDP in 2015. 
Venezuela’s exports dropped because of 
the lower international oil prices, oil being 
the country’s main export product. Mean-
while, imports were down as a result of 
the devaluation of the bolívar in February 
2015 and the foreign currency restrictions 
imposed by the government. 

Size:    100x70 mm

Printed by:  Johan Enschede, The Netherlands

Date printed:   1903

Date of introduction :  1914

Withdrawn:   1918

Rarity:    extremely rare



26

Size:     183x122 mm
Design:    Fleischman Pearl music border
Printed by:   Johan Enschede, The Netherlands
Date printed:    1918
Date of introduction :   1918
Rarity:     extremely rare



27

-3.0

-2.0

-1.0

0.0

1.0

2.0

2013 2014 2015

Domestic demand Net foreign demand GDP

GENERAL ECONOMIC  
DEVELOPMENTS IN   
CURAÇAO

Contrary to the 1.1% contraction in 2014, 
Curaçao’s real GDP grew marginally by 
0.3% in 2015 because of an increase in do-
mestic demand, mitigated by a decline in 
net foreign demand (see Graph 1). Mean-
while, for the first time in 45 years, Cura-
çao registered a deflation of 0.5% in 2015, 

stemming mainly from a decline in elec-
tricity and fuel prices.

An analysis of GDP by expenditure reveals 
that the marginal economic growth in 2015 
can be attributed to increases in both pri-
vate and public spending (see Table 4). The 
increase in private spending was driven by 
more investments, particularly in the tour-
ism and transportation sectors, including 
the renovation of Curaçao’s airport, and 
was consistent with the increase in busi-

GENERAL   
ECONOMIC 
DEVELOPMENTS
ECONOMIC DEVELOPMENTS  
IN CURAÇAO AND SINT MAARTEN

3

Graph 1 Real GDP compositiona

Source: Centrale Bank van Curaçao en Sint Maarten.
aReal percentage changes.  
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ness loans extended in 2015. However, pri-
vate consumption contracted as reflected 
by a decline in imports by the wholesale 
& retail trade sector, less consumer credit 
extended by the domestic commercial 
banks, and fewer sales tax revenues col-
lected by the Curaçao government during 
2015. Meanwhile, public spending grew 
because of more investments, mainly the 
construc¬tion of the new hospital and the 
upgrading of Curaçao’s road infrastruc-
ture. On the other hand, public consump-
tion declined, owing to lower spending 
on wages & salaries and fewer outlays on 
goods and services. 

Net foreign demand contributed negative-
ly to GDP growth because exports shrank 
at a faster pace than imports. The decline 
in exports was caused by less re-exports 
by the free-zone companies, fewer refin-
ing activities by the Isla refinery, and fewer 
bunkering and air transportation activities. 
At the same time, the import bill declined 
mainly because of lower international oil 
prices. Also, merchandise imports by the 
wholesale & retail trade sector, including 
the free-zone companies, dropped. 

 

2014 2015

Domestic expenditures, of which: -2.5 0.5

Private sector -3.2 0.2

   Investment -1.7 0.5

   Consumption -1.5 -0.3

Government 0.7 0.3

   Investment -0.1 0.6

   Consumption 0.8 -0.3

Changes in inventory -0.1 0.0

Foreign net expenditures, of which: 1.5 -0.3

Export of goods and services 1.2 -0.7

Import of goods and services -0.3 -0.4

GDP by expenditures -1.1 0.3

 Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten.
aExpenditure categories data are weighted contributors to GDP growth.
bReal percentage changes.

Table 4 Curaçao - GDP by expendituresab
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DOMESTIC PRODUCTION

On the production side, the private sector 
contributed to an increase in economic 
activities during 2015, while the public 
sector’s contribution remained muted be-
cause higher tax revenues were offset by 
lower spending on wages & salaries. The 
slight GDP growth resulted from the finan-
cial intermediation, restaurants & hotels, 

and construction sectors (see Table 5).

After contracting in 2014, real output in 
the financial intermediation sector grew 
by 1.3% in 2015 as a result of an increase 
in real value added in domestic financial 
services, mitigated by a decline in inter-
national financial services. The increase 
in the domestic financial services industry 
was driven by a rise in other fees & income 

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

2014 2015

Agriculture, fishery, & mining -0.2 -0.1

Manufacturing -0.9 -1.5

Electricity, gas, & water -3.8 -4.2

Construction -2.2 1.5

Wholesale & retail trade -2.3 -0.5

Restaurants & hotels 2.9 2.5

Transport, storage, & communication -2.0 0.1

Financial intermediation -0.7 1.3

Real estate, renting, & business activities -0.7 0.8

Other community, social, & personal services -0.2 1.0

Private households -1.2 1.5

Total private sector -0.9 0.3

Public sector -0.2 -0.3

Taxes minus subsidies 0.0 0.3

GDP by sector -1.1 0.3

Table 5 Curaçao - GDP by sectora
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earned by the domestic commercial banks. 
In contrast, net interest income contin-
ued to decline. Meanwhile, the lower real 
value added of the international financial 
services industry was the result of a drop 
in wages & salaries and other operational 
expenses. 

Output growth in the restaurants & ho-
tels sector decelerated in 2015 (2.5%) be-
cause the number of stay-over visitors in-
creased, while the number of visitor nights 
decreased. The stay-over tourism growth 
stemmed from the North American, Euro-
pean, and Caribbean markets. The North 
American market expanded because of 
double-digit growth in the number of visi-
tors from the United States and Canada. 
Growth in the number of U.S. visitors re-
sulted particularly from additional flights 
by JetBlue and American Airlines. In addi-
tion, the European market increased pri-
marily as a result of more visitors from 
the Netherlands and Germany. The in-
crease in the number of Dutch visitors 
resulted mainly from additional flights by 
TUI and KLM. The Caribbean market also 
expanded, supported largely by more visi-
tors from Trinidad & Tobago. In contrast, 
the South American market contracted be-
cause of a drop in the number of Venezu-
elan and Brazilian visitors. The drop in the 
number of Venezuelan visitors was caused 
by Venezuela’s unstable economic and po-
litical situation and currency restrictions. 
Meanwhile, the number of cruise tourists 
declined, in line with the drop in the num-
ber of cruise calls (See Table 14 in Appen-
dix I for more details). 

Real output in the construction sector grew 
by 1.5% in 2015, attributable to increases 
in both private and public investments.

Activities in the transport, storage, & com-
munication sector rose by 0.1% in 2015 be-
cause of more activities at both the airport 
and the harbor. Airport-related activities 
grew, reflecting an increase in total pas-
senger traffic, except transit passengers, 
and in the number of commercial land-
ings. In addition, harbor activities rose as 
a result of more oil storage activities and 
ships, notably freighters, piloted into the 
port of Curaçao. 

In contrast, similar to 2014, the manufac-
turing, wholesale & retail trade, and utili-
ties sectors contributed negatively to GDP 
growth during 2015. Manufacturing activi-
ties contracted (-1.5%) because the decline 
in refining activities by the Isla refinery ex-
ceeded the growth in ship repair activities. 
The growth in ship repair activities was 
reflected by an increase in the number of 
man hours sold (9.3%), in line with a rise 
in the number of ships repaired (52.2%). 
Real value added in the wholesale & retail 
trade sector dropped as well (-0.5%), at-
tributable to less consumer spending and 
fewer activities at the free-zone. The poor 
performance of the free zone was consis-
tent with fewer international visitors, par-
ticularly a double-digit decline in the num-
ber of Venezuelan visitors. Also, activities 
in the utilities sector fell by 4.2% because 
of decreases in both water and electricity 
production.
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INFLATIONARY PRESSURES

After registering an inflation rate of 1.5% 
in 2014, Curaçao’s inflation rate turned 
negative to -0.5% in 2015, mainly the re-
sult of the decline in electricity and fuel 
prices (Graph 2). Inflationary pressures 
in the United States and the Netherlands 
dropped in 2015, while Venezuela con-
tinued to face soaring inflation. The year 
2015 was the first time Curaçao recorded 
an annual deflation since the year 1970. 

An analysis of the developments in the 
Consumer Price Index (CPI) components in 
Curaçao reveals that during 2015, average 
prices dropped in the categories “Housing” 
(-3.3%), “Transportation & communication” 
(-3.0%), and “Clothing & footwear” (-0.9%). 
In the “Housing” category, consumer pric-
es fell mainly because of a double-digit 
decline in electricity prices and, to a lesser 
extent, a decrease in water tariffs. Similar 
to the previous two years, prices contract-
ed in the category “Transport & commu-
nication” due primarily to a sharp drop in 

fuel prices. The development in electricity 
prices, water tariffs, and fuel prices can be 
ascribed to the significant decline in in-
ternational oil prices in 2015. In contrast, 
average prices increased in the categories 
“Food” (4.0%), “Health” (1.5%), and “House-
keeping & furnishings” (1.3%) at a faster 
pace than in 2014. The price acceleration 
in the “Food” category was driven by price 
increases in almost all subcategories. In-
flationary pressures in the category “Bev-
erages & tobacco” (3.8%) eased in 2015, 
suggesting that the effect of the higher 
turnover tax rate of 9.0% on luxury and 
unhealthy goods and services, including 
alcoholic beverages and tobacco, effective 
May 1, 2013, had passed. (See Table 15A in 
Appendix I for a complete overview.)  

Graph 2 Developments in consumer pricesa

a Annual percentage change.

0

20

40

60

80

100

120

140

-1

0

1

2

3

4

5

2010 2011 2012 2013 2014 2015

United States (l) Sint Maarten (l) Curaçao (l)
Netherlands (l) Venezuela (r)



32

DEVELOPMENT IN CORE 
INFLATION3

As part of their price stability programs, 
most central banks, including the U.S. Fed-
eral Reserve and De Nederlandsche Bank, 
compute core inflation to capture the un-
derlying trend in inflation. Core inflation 
measures typically exclude some volatile 
components from the overall price index, 
e.g., food and energy prices, because un-
usual price changes in these components 
are not likely associated with the underly-
ing trend in inflation. In small open econo-
mies like Curaçao, inflation is determined 
mostly by external factors. The purpose 
of measuring core inflation in such econo-
mies is to capture the price changes that 
persist for years to forecast near to medi-
um-term inflation.4  

Core inflation represents the long-run 
trend in the average price of goods and 
services in an economy. In the short-run, 
the inflation rate can result from (1) tem-
porary supply shocks, (2) seasonal fluctua-
tions in demand, and (3) other nonmone-
tary factors, including indirect taxes, which 
do not have a long-lasting price effect.5 

In 2015, for the first time in 45 years, Cura-
çao recorded a negative inflation, i.e., a de-
flation of 0.5%. Deflation is widely defined 
as a reduction in the general price level of 
goods and services throughout an econo-

3 In the annual report of 2016, Sint Maarten’s core inflation 
will also be measured. 

4 Blinder, Alan. “Commentary.” Federal Reserve Bank of St. 
Louis Review (1997): 157-160. Bryan, Michael F., and Stephen 
G. Cecchetti. “Measuring core inflation.” In Monetary Policy, 
pp. 195-219. The University of Chicago Press, 1994.

5 Chamberlin, Graeme. “Methods explained: core inflation.” 
Economic and Labor Market Review 3, no. 3 (2009): 48-57. 
Huwiler, Marco. “Measures of core inflation in Switzerland: 
an evaluation of alternative calculation methods for mon-
etary policy.” In 11th Ottawa Group Conference, 2009.

my. It occurs when the inflation rate falls 
below 0%. On the positive side, deflation 
causes average prices to decline, which in-
creases consumers’ purchasing power be-
cause the real value of money rises. There-
fore, consumers are able to buy more 
goods and services with the same amount 
of money. On the negative side, prolonged 
periods of deflation can negatively impact 
an economy and even cause a recession. 
If prices remain below the costs to pro-
duce goods and services, companies will 
be forced to reduce their production lev-
els and payrolls, as well as lay-off workers. 
Reducing payrolls and/or lay off workers 
will put a drag on consumer spending and, 
hence, on economic growth. In addition, 
deflation increases the real value of debt 
burdens, meaning that debtors have to 
spend a higher percentage of their dispos-
able income on paying off debts. 

Graph 3 illustrates the development of 
the inflation and core inflation rates of 
Curaçao on a monthly basis over the pe-
riod 2011-2015. In this case, core inflation 
is measured in three ways, namely (1) the 
inflation rate excluding electricity prices, 
(2) the inflation rate excluding fuel prices, 
and (3) the inflation rate excluding electric-
ity and fuel prices. The graph shows that 
by excluding the contributions of elec-
tricity and fuel prices, which have a rela-
tively large CPI weight,6 the deflation rate 
of -0.5% in 2015 turns to an inflation rate 
of 1.6%. Hence, the deflation registered in 
2015 can be attributed almost entirely to 
the decline in electricity and fuel prices, 
which resulted from the significant drop in 
international oil prices.

6 CPI weight of electricity prices is 23.6% of the “Housing” cat-
egory and 5.9% of total, while the CPI weight of fuel prices 
is 48.3% of the “Transport & communication” category and 
7.4% of total.
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GENERAL ECONOMIC   
DEVELOPMENTS IN   
SINT MAARTEN

Sint Maarten’s real GDP growth deceler-
ated to 0.4% in 2015, down from the 1.7% 
growth experienced in 2014 (see Graph 
4). Activities in the private sector slowed 
down primarily because of weak perfor-
mance in the tourism sector, in particular 
cruise tourism. In addition, the public sec-
tor put a drag on GDP growth under the 
weight of conforming to strict budgetary 
rules. Meanwhile, inflationary pressures 
lessened to 0.3% in 2015, down from 1.9% 
recorded in 2014, due mainly to the effects 
of historically low international fuel prices.

An analysis of GDP by expenditure re-
veals that domestic expenditure contrib-
uted negatively to economic growth in Sint 
Maarten during 2015 (see Table 6). Both 
the private and public sectors contracted 
compared to the year before. The public 
sector experienced a contraction in invest-
ment as well as consumption, with the 

contraction in consumption due primarily 
to a decrease in disbursements on wages 
and salaries. The contraction in public in-
vestment was attributable mainly to less 
government spending than was budgeted. 
While private investment grew in 2015, it 
did not offset the contraction in private 
consumption as reflected by lower mer-
chandise imports.

The growth in real GDP was due solely to 
net foreign demand because, in real terms, 
imports contracted at a faster pace than 
the growth in exports. The contraction in 
imports was due mainly to historically low 
international oil prices resulting in a lower 
import bill.

DOMESTIC PRODUCTION

An analysis of GDP by sector reveals that 
Sint Maarten’s weak GDP expansion in 
2015 was due mostly to growth in the 
restaurants & hotels, manufacturing, and 
construction sectors (see Table 7). Real 
value added in the restaurants & hotels 

Graph 3 Comparison between consumer prices and core consumer pricesa

a Annual percentage change.
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sector grew by a modest 2.7% in 2015, a 
slower pace than the 7.9% growth in 2014, 
as a result of an expansion in stay-over 
tourism, mitigated by a decline in cruise 
tourism. Stay-over tourist arrivals expand-
ed by a mere 1.1% in 2015, a slower pace 
compared to the robust 7.1% growth seen 
in 2014, because gains in most travel mar-
kets were offset by a contraction of 2.4% 
in the North American market. The con-
traction in stay-over arrivals from North 
America in 2015 was mainly because of the 
severe winter weather in the US northeast 
that caused flight cancellations during Sint 
Maarten’s peak tourism period as well as 
the economic effects of a weakened Cana-
dian dollar. 

All other major travel markets, however, 
showed positive growth. Growth accelerat-
ed in the European market by 7.4% in 2015 
compared to the 3.1% growth in 2014. 
The Caribbean market registered a 3.8% 
growth, a slowdown compared to the 5.7% 

growth in 2014. Stay-over arrivals from the 
South American market also expanded by 
3.6%, albeit at a slower pace compared to 
the 5.6% increase seen in 2014. In line with 
the increase in stay-over arrivals, the aver-
age hotel occupancy rate increased slight-
ly in 2015 to 67.7% compared to 67.4% in 
2014.  By contrast, cruise passenger arriv-
als to Sint Maarten contracted by 5.0% in 
2015, a downturn compared to the 12.1% 
expansion experienced in 2014. The con-
traction in the number of cruise tourists 
was matched by a corresponding decrease 
in the number of cruise calls during 2015. 
Increased regional competition, includ-
ing the opening of a new cruise facility in 
nearby Tortola and the loss of the Disney 
cruise line, was a contributing factor to the 
decline in cruise tourism in 2015.

After a contraction of 2.8% in 2014, real 
value added in the manufacturing sec-
tor expanded by 8.3% in 2015. The 2015 
yachting season saw a marked increase in 

Graph 4 Real GDP compositiona

Source: Centrale Bank van Curaçao en Sint Maarten.
aReal percentage changes.  
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yacht repair activities compared to 2014 
as a result of more yachts, particularly 
mega yachts, visiting Sint Maarten due to 
increased international demand for luxury 
yacht charters in the Caribbean.

The construction sector saw a positive 
turnaround in activities in 2015 compared 
to 2014. Real value added in the construc-
tion sector grew by 3.3% due to an in-
crease in private investments. No major 
public projects began in 2015, as planned 
government projects awaited the neces-
sary financing arrangements. The increase 
in imported building materials like sand, 
gravel, and cement in 2015 compared to 

2014 was consistent with the growth in 
construction activities.  

Sint Maarten’s transport, storage, & com-
munication sector saw muted growth of 
0.6% in 2015, a deceleration compared to 
the 4.1% growth experienced in 2014. With 
the exception of tankers, harbor-related 
activities decreased, reflected by fewer 
ships visiting the port of Sint Maarten. 
The number of commercial freighters de-
creased compared to 2014 along with a 
slight decrease in overall tonnage shipped, 
in line with decreased domestic spend-
ing. Meanwhile, air transportation activi-
ties rose slightly during 2015, on the back 

2014 2015

Domestic expenditures, of which: 3.6 -1.3

Private sector 1.2 -0.1

   Investment 0.5 0.6

   Consumption 0.7 -0.7

Government 2.4 -1.2

   Investment 3.6 -0.8

   Consumption -1.1 -0.4

Changes in inventory 0.5 0.0

Foreign net expenditures, of which: -2.3 1.7

Export of goods and services 1.7 0.4

Import of goods and services 4.1 -1.3 

GDP by expenditures 1.7 0.4

 Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten.
aExpenditure categories data are weighted contributors to GDP growth.
bReal percentage changes.

Table 6 Sint Maarten - GDP by expendituresab
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Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten.
aReal percentage changes.

2014 2015

Agriculture, fishery, & mining -0.1 0.0

Manufacturing -2.8 8.3

Electricity, gas, & water 0.1 0.5

Construction -0.8 3.3

Wholesale & retail trade 3.6 -0.9

Restaurants & hotels 7.9 2.7

Transport, storage, & communication 4.1 0.6

Financial intermediation -1.3 0.2

Real estate, renting, & business activities 1.9 0.9

Other community, social, & personal services 7.7 0.4

Private households 1.5 6.1

Total private sector 2.0 0.7

Public sector -0.1 -0.4

Taxes minus subsidies -0.2 0.1

GDP by sector 1.7 0.4

Table 7 Sint Maarten - GDP by sectora

of the rise in total passenger traffic. Sint 
Maarten’s domestic carrier, Winair, experi-
enced decelerated growth in 2015, down 
from the 15.0% growth recorded in 2014, 
and in line with the slower growth in to-
tal passenger arrivals at the Princess Juli-
ana International Airport. In addition, the 
number of commercial landings increased 
slightly in 2015. The positive contribution 
of the airport to real GDP growth was in 

line with the moderately larger number of 
stay-over tourists.    

The financial intermediation sector also 
contributed positively to Sint Maarten’s 
real economic growth in 2015 (0.2%) as the 
interest income of the domestic commer-
cial banks increased at a faster pace than 
interest expenses.  
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The utilities sector grew by 0.5% in 2015 
compared to 0.1% in 2014. Water produc-
tion was more pronounced in 2015 com-
pared to a year earlier due to, among other 
things, more yachts in port consuming wa-
ter and increased construction activities. 
Since 2014, an additional water production 
plant near the port of Sint Maarten, along 
with two large water storage tanks, has in-
creased the country’s water production ca-
pacity. Electricity production also increased 
in 2015 at a faster pace than in 2014, due 
to, among other things, the higher number 
of yachts in port drawing shore power.

By contrast, the wholesale & retail trade 
sector put a drag on real GDP growth in 
2015, contracting by 0.9%, because of the 
decline in domestic consumption, mitigat-
ed by an increase in tourism spending. 

INFLATIONARY PRESSURES

Consumer price inflation in Sint Maarten 
eased to 0.3% in 2015, down from 1.9% in 
2014. The lower inflation was attributable 
mainly to the effects of reduced transpor-
tation costs. Sint Maarten’s inflationary 
development was in line with the develop-

Size:     183x122 mm
Design:    Fleischman Pearl music border
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ment in inflationary pressures in the Unit-
ed States, its main trading partner.

An analysis of developments in the CPI 
components reveals negative inflation in 
the categories “Housing” (-1.7%), “Trans-
port & communication” (-2.3%), “Bever-
ages & tobacco” (-0.2%), and “Recreation 
& education (-0.8%). The price decrease 
in the “Housing” category was primarily 
the result of lower electricity prices, while 
the price decrease in “Transport & com-
munication” was due mainly to lower fuel 
costs. In contrast, inflationary pressures 
increased in the categories “Food” (7.0%), 
“Housekeeping & furnishings (3.0%), and 

“Health” (3.9%). The increase in the “Food” 
category was due mostly to price increases 
in grain products, meat & fish, potatoes, 
vegetables & fruit, and dairy products. 
Prices in the “Health” category have risen 
noticeably since the doubling of the social 
insurance premiums for employees from 
2.1% to 4.2% on January 1, 2014. (See Table 
15B in Appendix I for further details.) 

 2013 2014 2015

Revenues 1,676.3 1,590.3 1,659.1

% of GDP 29.7% 28.1% 29.5%

Tax revenues 1,423.4 1,401.2 1,414.5

% of GDP 25.3% 24.8% 25.1%

Nontax and other revenues 252.9 189.2 244.6

Expenditures 1,592.9 1,601.7 1,660.7

% of GDP 28.3% 28.3% 29.5%

Interest payments 50.3 62.5 68.8

Current budget balance 83.4 -11.4 -1.6

% of GDP 1.5% -0.2% 0.0%

Primary balance 133.7 51.1 67.2

% of GDP 2.4% 0.9% 1.2%

Table 8 Selected key figures of the government of Curaçao (in millions NAf.)
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PUBLIC FINANCES

PUBLIC FINANCES OF CURAÇAO

Cash overview and financing

During 2015, the fiscal situation of Cura-
çao improved compared to 2014 as re-
flected by a narrowing of the deficit on 
the current budget of the government. 
Furthermore, the measures implemented 
during 2015 to address the deficits of the 
social funds seem to have paid off. The 
additional endowment to the buffer fund 
(“schommelfonds”) of NAf.41.0 million, the 
contributions to the state old age pension 
fund (AOV), and the reduction in the social 
benefits to non-residents seem to have 
contributed to a decline in the deficits of 
the social funds. However, the rapidly in-
creasing debt-to-GDP ratio continues to 
threaten fiscal sustainability and needs to 
be controlled. 

In 2015, the government of Curaçao re-
corded a deficit of NAf.1.6 million on its 
current budget, an improvement com-
pared to the NAf.11.4 million deficit regis-

tered in 2014. The lower deficit was driven 
by an increase in government revenues 
that surpassed the rise in expenditures. 
The growth in government revenues 
(NAf.68.8 million) stemmed primarily from 
nontax revenues, due to a windfall in the 
receipts related to the tax arrangement 
of the Kingdom (BRK).7 Furthermore, tax 
revenues were up by NAf.13.3 million as a 
result of increases in property taxes, profit 
taxes, and import duties, mitigated by a 
decline in the proceeds from income and 
sales taxes. The lower income tax earnings 
can be ascribed largely to a reduction in 
the income tax rate on January 1, 2015, as 
part of a two-year tax reform. Meanwhile, 
the growth in expenditures (NAf.59.0 mil-
lion) was caused primarily by more trans-
fers & subsidies and higher interest pay-
ments, mitigated by fewer disbursements 
on goods & services and wages & salaries. 
Interest expenses rose largely as a result 
of the issuance of bonds in June 2014 and 

7 As part of the BRK tax arrangement, all withholding tax col-
lected on dividends paid by Dutch companies to their parent 
companies in Curaçao is transferred to the government of 
Curaçao.

Table 9 Financing of the budget balance of Curaçao  (in millions NAf.)

2014 2015

Monetary financing -61.0 -207.3

   Central bank -61.1 -207.8

   Commercial banks 0.1 0.5

Nonmonetary financing 72.3 208.9

   Government securities with nonbanks 247.0 278.8

   Other -174.7 -69.9

Current budget balance -11.4 -1.6
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January 2015. The decline in outlays on 
wages & salaries was the result of the mea-
sures to cut personnel costs during 2015, 
including reducing the number of civil ser-
vants through early retirement and cuts 
in overtime and bonuses. (See Tables 16A 
and 16B in Appendix I for an overview of 
Curaçao’s public finances.)

The primary balance, defined as the bud-
get balance excluding interest payments, 
of the government of Curaçao amounted 
to 1.2% of GDP in 2015, up from 0.9% in 
2014 (see Table 8). This improvement was 
caused by revenues growing at a faster 
pace than expenditures. 

Over the course of 2015, the government 
of Curaçao issued NAf.278.8 million of 
bonds to complete the financing of the 
construction of the new hospital and to 
finance various other investment projects. 
Because only part of the bond proceeds 
was spent, the government’s deposits with 
the banking sector increased, particularly 
at the the central bank, resulting in a mon-
etary contraction. Furthermore, the gov-
ernment reduced its outstanding liabilities 
with nonbank creditors (see Table 9).

Public sector debt

The outstanding public debt of Curaçao 
amounted to NAf.2,496.1 million at the 
end of 2015, a growth of 14.7% compared 
to the outstanding debt at the end of 2014. 
The debt increase was caused by both the 
foreign and domestic debt components. 
The foreign debt component rose by 
NAf.282.7 million to NAf.2,242.3 million 
largely as a result of the issuance of bond 
loans of NAf.245.5 million and NAf.33.3 
million in January and December 2015, re-
spectively, allocated entirely to the Dutch 
State Treasury Agency (DSTA). Further-

more, the domestic debt grew by NAf.32.0 
million over the course of 2015 because 
of increases in the outstanding liabilities 
towards the social security bank, SVB, and 
the public pension fund, APC. Consequent-
ly, Curaçao’s public debt-to-GDP ratio in-
creased from 38.5% at the end of 2014 to 
44.3% at the end of 2015, well above the 
40% benchmark considered prudent for 
a small open island economy. (See Table 
16C in Appendix I for a detailed overview.)

PUBLIC FINANCES OF   
SINT MAARTEN

Cash overview and financing

During 2015, the government of Sint 
Maarten faced several challenges that in-
cluded compensating the deficits incurred 
in previous years, settling its outstanding 
arrears towards the Social & Health Insur-
ances (SZV), and managing its finances 
effectively. All these challenges concern 
unresolved issues that have long been 
on the policy agenda. Consequently, Sint 
Maarten’s government received an in-
struction from the Kingdom Council of 
Ministers on September 4, 2015, based on 
the recommendations of the financial su-
pervision board, CFT, to settle its outstand-
ing arrears with the Social & Health Insur-
ances (SZV) and the general pension fund 
(APS), in particular. The implementation 
of the measures called for in the instruc-
tion was postponed to the 2016 budget, 
given the limited capacity of the govern-
ment to implement these measures in the 
last months of 2015. Consequently, Sint 
Maarten was not able to borrow on the 
capital market during 2015. Despite these 
challenges, the country managed to im-
prove its fiscal situation during 2015 com-
pared to 2014.
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The government of Sint Maarten regis-
tered a surplus of NAf.1.5 million on its 
current account, a turnaround compared 
to the deficit of NAf.8.2 million recorded 
in 2014. This turnaround was the result of 
a 2.0% increase in government revenues 
and a 0.3% decrease in government ex-
penditures. Revenues rose by NAf.8.5 mil-
lion in 2015 due to higher tax proceeds. 
Tax revenues went up by NAf.16.2 million 
led primarily by higher profit and wage tax 
receipts. The increase in profit tax reflect-
ed mainly successful efforts to improve 
tax compliance. Furthermore, higher pro-
ceeds from property transfer, room, and 

turnover taxes contributed to the overall 
increase in tax revenues. However, the 
increase in government revenues was 
mitigated by a drop in nontax revenues 
(NAf.7.7 million) as the public utility com-
pany, GEBE, had not yet made a dividend 
transfer. Government spending dropped 
by NAf.1.2 million as a result of decreases 
in outlays on wages & salaries (NAf.7.8 mil-
lion) and social security transfers (NAf.3.6 
million). However, the drop in expendi-
tures was mitigated by increases in sub-
sidies and interest payments. (See Tables 
17A and 17B in Appendix I for a detailed 
overview.)

 2013 2014 2015

Revenues 491.5 430.2 438.7

% of GDP 26.9% 22.8% 23.1%

Tax revenues 328.8 339.2 355.4

% of GDP 18.0% 18.0% 18.7%

Nontax and other revenues 162.7 91.0 83.3

Expenditures 491.0 438.4 437.2

% of GDP 26.9% 23.2% 23.0%

Interest payments 10.7 11.6 12.8

Current budget balance 0.5 -8.2 1.5

% of GDP 0.0% -0.4% 0.1%

Primary balance 11.2 3.4 14.2

% of GDP 0.6% 0.2% 0.7%

Table 10 Selected key figures of the government of Sint Maarten (in millions NAf.)
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During 2015, the primary balance, defined 
as the budget balance excluding inter-
est payments, of the government of Sint 
Maarten improved by NAf.10.8 million 
compared to 2014, amounting to 0.7% of 
GDP at the end of 2015. This improvement 
was attributable mostly to the growth in 
government revenues (see Table 10). 

Because of its inability to borrow, Sint 
Maarten’s government withdrew NAf.42.0 
million from its accounts with the banking 
sector during 2015, leading to an increase 
in monetary financing. These funds were 
used to reduce outstanding liabilities with 
nonbank creditors.

Public sector debt

The total outstanding public sector debt 
of Sint Maarten amounted to NAf.692.7 
million at the end of 2015, a decline com-
pared to the NAf.697.9 million recorded 
at the end of 2014. Sint Maarten’s public 
debt shrank because of a NAf.5.2 million 
decrease in the domestic debt component, 
as the government reached an agreement 
with the SZV on a downward adjustment 

of some disputed arrears and paid off part 
of its outstanding arrears towards this in-
stitution. As noted, given the instruction 
of the Kingdom Council of Ministers, the 
government of Sint Maarten could not 
borrow on the capital market in 2015. Con-
sequently, the foreign debt component 
remained unchanged at the end of 2015 
compared to 2014. The public debt-to-GDP 
ratio of Sint Maarten dropped slightly from 
36.8% at the end of 2014 to 36.3% at the 
end of 2015. (See Table 17C in Appendix I 
for a detailed overview.) 

DEVELOPMENTS IN THE  
BALANCE OF PAYMENTS

INTRODUCTION

In 2015, the monetary union of Curaçao 
and Sint Maarten recorded a current ac-
count deficit of NAf.801.0 million, down 
from the deficit of NAf.858.0 registered in 
2014. The lower deficit was the result of 
an improvement in the trade, income, and 

Table 11 Financing of the budget balance of Sint Maarten (in millions NAf.)

2014 2015

Monetary financing -21.8 42.0

   Central bank -63.1 28.2

   Commercial banks 41.3 13.8

Nonmonetary financing 30.0 -43.5

   Government securities with nonbanks 173.2 0.0

   Other -143.2 -43.5

Current budget balance -8.2 1.5
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current transfers balances. By contrast, 
the services balance deteriorated. External 
financing into the monetary union wors-
ened at a slower pace, reflecting the lower 
current account deficit. As the external 
financing surpassed the current account 
deficit, the gross reserves of the central 
bank rose by NAf.27.8 million (see Table 
12). 

CURRENT ACCOUNT

Net exports of goods and services in the 
monetary union dropped by NAf.6.1 mil-
lion in 2015 compared to 2014 as the 
decline in exports (NAf.751.9 million) ex-
ceeded the lower imports (NAf.745.8 mil-
lion). Below is an analysis of developments 
in the net exports of goods and services in 
Curaçao and Sint Maarten.8  

Developments in the net exports of goods 
and services in Curaçao

In Curaçao, net exports dropped by 
NAf.268.8 million because exports declined 
(NAf.772.4 million) faster than imports 
(NAf.503.6 million). The disappointing ex-
port performance was  related largely to 
the unstable situation and currency restric-
tions in Venezuela. In particular, the free-
zone companies and air transportation 
sector recorded lower foreign exchange 
earnings because of the situation in Ven-
ezuela. Foreign exchange receipts from 
tourism activities also dropped because 
of lower earnings from both stay-over and 
cruise tourism. Foreign exchange receipts 
from cruise tourism decreased in line with 
the decline in the number of cruise tour-

8 The current account of the monetary union is not equal to 
the sum of the current accounts of Curaçao and Sint Maarten 
due to, among other things, the transactions between the 
two countries.

ists. Meanwhile, foreign exchange reve-
nues from stay-over tourism dropped, de-
spite an overall increase in the number of 
visitors. This development can be ascribed 
to a sharp drop in the number of Venezue-
lan tourists who tend to spend more on av-
erage than the other markets. In addition, 
foreign exchange earnings from bunkering 
activities were down due to the significant 
decline in international oil prices, while the 
refining fee from the Isla refinery shrank 
as a result of less refining activity over the 
course of 2015. 

Meanwhile, the import bill shrank as 
both oil and non-oil merchandise imports 
dropped. Oil imports declined significantly 
during 2015 on the back of the sharp drop 
in international oil prices. Non-oil mer-
chandise imports were down as the free-
zone companies imported less merchan-
dise due to the lower re-export activities. 
In addition, imports by the wholesale & 
retail trade sector contracted mainly be-
cause of the decline in private consump-
tion. By contrast, the import of construc-
tion services rose due to the construction 
of the new hospital in Curaçao.

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

In Sint Maarten, net foreign demand rose 
by NAf.256.6 million attributable mainly 
to a significant decline (NAf.243.1 million) 
in the import of goods and services and 
a slight increase in exports (NAf.13.5 mil-
lion). The decline in imports was related 
largely to a decline in oil imports as a re-
sult of the lower international oil prices. 
Furthermore, merchandise imports by the 
wholesale & retail trade sector dropped as 
a result of the decline in private consump-
tion. 
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Exports of goods and services rose be-
cause of the growth in foreign exchange 
earnings from the tourism sector. How-
ever, the pace of growth was less pro-
nounced in 2015 than in 2014 reflecting a 
slowdown in Sint Maarten’s stay-over tour-
ism combined with a contraction in cruise 
tourism. Lower foreign exchange receipts 
from communication services and real 
estate (brokerage) services provided to 
abroad dampened the rise in exports. 

Developments in the income balance and 
current transfers balance

The deficit on the income balance of the 
monetary union narrowed by NAf.42.2 mil-
lion during 2015 compared to 2014. The 
lower deficit was mainly the result of an 
increase in portfolio investment income 
earned from abroad, particularly dividends 
earned on foreign equity securities. A de-
cline in labor income paid to abroad also 
contributed to the improvement in the in-

2013  2014 2015

Current account -1,149.9 -858.0 -801.0

Capital transfers 62.2 23.1 -7.0

External financing of the government -5.7 -8.4 2.8

External financing of the private sector 971.6 1,189.3 736.6

   Direct investment 138.8 128.8 206.9

   Loans and credits 563.9 272.2 -52.2

   Portfolio investment 269.0 788.4 582.0

Change in gross reserves of the central bank*) 47.9 -459.9 -27.8

Foreign exchange 217.4 -389.0 372.7

    held at foreign central banks 105.2 134.2 431.4

    held at foreign commercial banks 112.2 -523.3 -58.7

Other claims -169.5 -70.9 -400.5

Statistical discrepancies 73.7 113.9 96.2

Table 12 Balance of payments summary (in millions NAf.)

*) A minus sign implies an increase.
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come balance. Furthermore, both interest 
income paid on portfolio investments and 
dividends paid on foreign direct invest-
ments into the monetary union, dropped. 

Meanwhile, the current transfers balance 
posted a deficit of NAf.115.7 million, an im-
provement of NAf.20.9 million compared 
to the deficit recorded in 2014. This im-
provement was supported by a decline in 
current transfers paid to abroad, mitigat-
ed by a drop in current transfers received 
from abroad. (See Table 18 in Appendix I 
for a detailed overview.)

DEVELOPMENTS IN THE FINANCIAL 
AND CAPITAL ACCOUNT

In line with the deficit on the current ac-
count, the net foreign wealth of the private 
sector declined by NAf.736.6 million in 
2015. The change in external financing of 
the private sector was the result of a wors-
ening of the portfolio and direct invest-
ment balances, moderated by an improve-
ment of the loans & credits balance. 

The portfolio investments balance wors-
ened by NAf.582.0 million in 2015 due to 
funds received from matured foreign debt 
securities held in the portfolios of the in-
stitutional investors, which were not rein-
vested abroad. The bulk of these matured 
debt securities was issued in the past by 
the entities of the former Netherlands An-
tilles and taken over by the Dutch State in 
2010 under the debt relief program. Fur-
thermore, the bonds issued by the govern-
ment of Curaçao that were purchased by 
the Dutch State as a result of the standing 
subscription agreement contributed to the 
worsening of the portfolio investment bal-
ance. 

The direct investment balance deterio-
rated by NAf.206.9 million in 2015 driven 
by an increase in claims of foreign direct 
investors on their subsidiaries in Curaçao 
and Sint Maarten, particularly in the tour-
ism, construction, and real estate sectors. 
In addition, the purchase of real estate by 
nonresidents in Curaçao and Sint Maarten 
contributed, albeit to a small extent, to the 
deterioration of the direct investment bal-
ance. 

The improvement of NAf.52.2 million in the 
loans and credits balance was the result 
of, among other things, an increase in the 
foreign deposits of residents of  Curaçao 
and Sint Maarten combined with a decline 
in nonresidents’ deposits in the monetary 
union. Also, the net repayment of loans 
extended from abroad to companies in 
Curaçao and Sint Maarten contributed to 
the improvement of the loans and credits 
balance. However, the windfall in the divi-
dend tax paid by the Dutch tax authorities 
to the government of Curaçao related to 
the tax arrangement of the Kingdom of the 
Netherlands (BRK) mitigated the improve-
ment of the loans and credits balance. 
In addition, the net trade credits balance 
worsened as a result of an increase in 
trade credits received on imports in com-
bination with repayments from abroad on 
trade credits extended in the past by local 
merchants. 

Meanwhile, capital transfers dropped by 
NAf.30.1 million in 2015 compared to 2014 
because of the phasing out of the devel-
opment aid funds from the Netherlands, 
combined with an increase in migrants’ 
transfers to abroad. As the external financ-
ing was more than sufficient to cover the 
current account deficit, gross reserves in-
creased by NAf.27.8 million. (See Table 19 
in Appendix I for a detailed overview.) 
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DEVELOPMENTS IN THE REAL   
EFFECTIVE EXCHANGE RATE (REER)

The Real Effective Exchange Rate (REER) 
is a measure of international price com-
petitiveness and is defined as the nomi-
nal exchange rates adjusted for price dif-
ferentials (i.e., inflation rates) between a 
home country and its trading partners. An 
increase in the REER indicates an appre-
ciation of the real effective exchange rate 
and, hence, a decline in price competitive-
ness.

In Table 13, the REER is presented for 
Curaçao and Sint Maarten for the period 
2007-2015. The REER of Curaçao has been 
depreciating since 2011. This develop-
ment can be explained largely by the high 
inflationary pressures and exchange rate 

adjustments in Venezuela, which is one of 
Curaçao’s main trading partners. 

If the REER is calculated excluding Venezu-
ela, then it shows a different development, 
i.e., an appreciation since 2014. The appre-
ciation in 2015 was attributable mainly to 
the depreciation of the euro vis-à-vis the 
US dollar to which the Netherlands Antille-
an guilder is pegged. Consequently, Cura-
çao’s international price competitiveness 
deteriorated in 2015. 

The REER of Sint Maarten has been appre-
ciating since 2013. Sint Maarten’s interna-
tional price competitiveness deteriorated 
in 2015 primarily as a result of the depre-
ciation of the euro vis-à-vis the US dollar. 

Table 13 Real Effective Exchange Rate in Curaçao and Sint Maarten (index 2007 = 100)

2007 2008 2009 2010 2011 2012 2013 2014 2015

REER Curaçao 100.00 96.65 95.88 96.24 98.25 98.10 97.62 92.28 90.87

REER Curaçao 

excl. Venezu-

ela

100.00 99.77 103.14 104.34 100.97 103.93 103.02 103.18 107.88

REER Sint 

Maarten 
100.00 92.42 94.04 95.71 96.28 99.15 99.85 100.54 102.26
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APPENDIX I

Table 14 Stay-over tourism development by islandab

Curaçao Sint Maarten

2014 2015 2014 2015

North America, of which: -7.7 (-1.1) 22.1 (3.8) 8.6 (5.5) -2.4 (-1.5)

U.S.A. -13.6 (-1.6) 16.5 (2.2) 8.3 (4.4) -0.3 (-0.2)

Canada 30.2 (0.8) 46.0 (1.8) 10.5 (1.1) -13.4 (-1.2)

Europe, of which: 6.3 (2.6) 5.9 (2.5) 3.1 (0.7) 7.4 (1.7)

The  Netherlands 6.9 (2.1) 6.5 (2.1) 5.3 (0.2) 8.7 (0.3)

South & Central America, 

of which:
4.7 (1.5) -3.1 (-0.9) 5.6 (0.2) 3.6 (0.1)

Venezuela 7.0 (1.5) -6.3 (-1.2) -16.0 (-0.1) 22.5 (0.2)

Brazil 11.6 (0.3) -18.5 (-0.4) 20.0 (0.2) 4.6 (0.1)

Other -4.2 (-0.3) 12.9 (1.0) 6.0 (0.1) -3.4 (-0.1)

Caribbean, of which: -13.8 (-1.0) 4.2 (0.3) 5.7 (0.3) 3.8 (0.2)

Aruba -10.1 (-0.4) -8.5 (-0.3)

Dominican Republic -26.8 (-0.2) -4.8 (0.0) -2.7 (0.0) 2.7 (0.0)

Other -14.6 (-0.4) 26.0 (0.8) 7.2 (0.3) 4.0 (0.2)

Total 2.9 3.6 7.1 1.1

Source: Curaçao Tourist Board and Sint Maarten Tourist Bureau.
a Percentage change.
b The weighted growth rates are depicted between brackets.
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Source: Central Bureau of Statistics, Curaçao

2011 2012 2013 2014 2015

Food 7.7 6.1 1.6 3.4 4.0

Beverages & tobacco 2.5 4.9 7.0 16.7 3.8

Clothing & footwear 0.6 1.2 1.1 3.4 -0.9

Housing 0.8 2.4 2.5 0.5 -3.3

Housekeeping & furnishings 1.4 2.5 2.4 1.2 1.3

Health 0.9 0.7 -1.5 0.5 1.5

Transport & communication 2.7 3.9 -0.8 -0.3 -3.0

Recreation & education -0.1 1.4 0.6 1.6 1.4

Other 1.3 2.0 1.5 1.8 1.7

General inflation rate 2.3 3.2 1.3 1.5 -0.5

Table 15A Curaçao consumer prices (% changes)
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Source: Department of Statistics, Sint Maarten.

2011 2012 2013 2014 2015

Food 9.1 11.4 6.2 6.4 7.0

Beverages & tobacco 9.8 7.9 3.3 2.6 -0.2

Clothing & footwear 1.5 6.2 0.9 0.8 0.1

Housing 4.6 2.4 0.8 1.9 -1.7

Housekeeping & furnishings 3.6 6.0 13.7 2.0 3.0

Health 1.5 1.4 0.2 5.0 3.9

Transport & communication 4.7 1.8 0.9 -1.0 -2.3

Recreation & education 1.4 3.9 1.3 0.0 -0.8

Other 3.1 2.7 3.1 1.3 1.1

General inflation rate 4.6 4.0 2.5 1.9 0.3

Table 15B Sint Maarten consumer prices (% changes)
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2013 2014 2015

Revenues 1,676.3 1,590.3 1,659.1

Tax revenues, of which: 1,423.4 1,401.2 1,414.5

      Taxes on income and profits 674.1 649.1 637.5

      Taxes on property 43.2 43.6 68.7

      Taxes on goods and services 540.9 545.2 534.2

      Taxes on international trade and transactions 160.4 157.3 166.6

 Nontax and other revenues 252.9 189.2 244.6

Expenditures 1,592.9 1,601.7 1,660.7

Wages and salaries 709.3 697.2 686.8

Goods and services 203.9 226.5 193.4

Transfers and subsidies 582.1 567.4 661.4

Interest payments 50.3 62.5 68.8

Other expenditures 47.3 48.1 50.3

Current budget balance 83.4 -11.4 -1.6

Table 16A Budgetary overview of Curaçao (in millions NAf.)
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2013 2014 2015

Taxes on income and profits, of which: 674.1 649.1 637.5

Profit tax 173.6 160.9 179.2

Wage tax 495.3 486.5 464.0

Taxes on property, of which: 43.2 43.6 68.7

Land tax/OZBa 27.4 25.7 40.6

Property transfer tax 14.5 16.1 17.7

Taxes on goods and services, of which: 540.9 545.2 534.2

Sales tax 390.2 391.9 388.1

Excises, of which: 94.4 84.5 85.2

   Excise on gasoline 56.0 49.1 47.9

Motor vehicle tax 36.6 36.8 36.2

Taxes on international trade and transactions, of which: 160.4 157.3 166.6

Import duties 159.9 156.6 166.3

Table 16B Overview of selected tax revenues of Curaçao (in millions NAf.)

a Onroerende Zaak Belasting, i.e., a real estate tax.
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 2013 2014 2015

Domestic debt, of which: 208.9 221.8 253.8

 Bonds 18.4 18.4 18.4

 APCb 29.4 50.8 70.5

 SVBc 61.0 33.1 42.3

Foreign debt 1,711.6 1,959.6 2,242.3

Total debt 1,920.5 2,181.5 2,496.1

(% of GDP) 34.1 38.6 44.3

Table 16C Total outstanding public debta of Curaçao (in millions NAf.)

a Debt figures do not comprise the entire collective sector.
b Public pension fund of Curaçao.
c Social Security Bank of Curaçao.
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2013 2014 2015

Revenues 491.5 430.2 438.7

Tax revenues 328.8 339.2 355.4

Concessions and fees 72.1 42.3 44.4

Licenses 12.1 16.5 14.8

Other revenues 78.5 32.2 24.1

Expenditures 491.0 438.4 437.2

Wages and salaries 197.0 198.7 190.9

Goods and services 113.1 97.8 98.6

Subsidies 86.1 94.2 102.0

Social security 74.2 25.0 21.4

Interest payments 10.7 11.6 12.8

Other expenditures 9.8 11.1 11.6

Current budget balance 0.5 -8.2 1.5

Table 17A Budgetary overview of Sint Maarten (in millions NAf.)
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2013 2014 2015

Taxes on income and profits, of which: 148.9 159.7 171.2

Profit tax 21.1 26.8 33.6

Wage tax 132.8 134.6 139.7

Taxes on property, of which: 14.8 12.7 15.1

Land tax 5.4 5.5 5.6

Property transfer tax 9.4 7.2 9.5

Taxes on goods and services, of which: 186.9 187.6 190.1

Turnover tax 140.5 139.9 140.3

Vehicle tax 7.2 8.9 9.2

Excise on gasoline 9.9 9.9 10.6

Table 17B Overview of selected tax revenues of Sint Maarten (in millions NAf.)
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 2013 2014 2015

Domestic debt, of which: 113.6 196.6 191.5

 Bonds 0.1 0.1 0.1

 APSb 50.6 69.9 83.6

 SZVc 21.4 87.0 75.8

Foreign debt 327.9 501.3 501.3

Total debt 441.5 697.9 692.7

(% of GDP) 24.1% 36.8% 36.3%

Table 17C Total outstanding public debta of Sint Maarten (in millions NAf.)

a Debt figures do not comprise the entire collective sector.
b Public pension fund of Sint Maarten.
c Social & Health Insurances of Sint Maarten.
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2013 2014 2015

Trade balance -3,518.1 -3,580.0 -3,215.4

Exports 1,549.3 1,488.7 1,084.1

Imports 5,067.4 5,068.6 4,299.5

Services balance 2,688.2 2,990.2 2,619.5

Receipts, of which: 4,756.4 5,091.4 4,744.1

Travel 2,578.9 2,757.7 2,764.9

Transportation 501.0 488.4 346.9

Other services, of which: 1,676.5 1,845.4 1,632.3

   Int. fin & bus. services sector 180.8 227.5 222.9

Expenses, of which: 2,068.3 2,101.3 2,124.6

Travel 694.9 712.1 771.7

Transportation 344.1 348.3 309.3

Other services, of which: 1,029.3 1,041.0 1,043.6

   Int. fin & bus. services sector 108.9 127.3 118.7

Income balance a -137.3 -131.6 -89.4

Current transfers balance b -182.7 -136.6 -115.7

Current account balance -1,149.9 -858.0 -801.0

Capital & financial account balance 1,076.2 744.2 704.8

Capital account balance 62.2 23.1 -7.0

Financial account balance 1,014.0 721.1 711.8

Net errors & omissions 73.7 113.9 96.2

Table 18 Detailed overview of the balance of payments (in millions NAf.)

a Labor and investment income.
b Public and private transfers.



57

2013 2014 2015

Direct investment 138.8 128.8 206.9

Abroad b 22.7 -80.7 -89.6

In Curaçao and Sint Maarten c 116.1 209.4 296.5

Portfolio investment b 269.0 788.4 582.0

Other investment, of which: 426.3 104.1 -129.2

Assets b 33.9 -297.1 0.3

Liabilities c 392.5 401.2 -129.5

Net lending & borrowing, of which: 132.0 159.8 79.8

Assets b 55.9 75.2 77.2

Liabilities c 76.0 84.6 2.7

Reserves d 47.9 -459.9 -27.8

Total assets b 429.5 485.8 569.9

Total liabilities c 585.4 677.9 169.7

Balance 1,014.9 1,163.7 739.6

Table 19 Breakdown of net changes in the financial accounta (in millions NAf.)

a Transaction basis.
b A minus sign means an increase in assets. 
c A minus sign means a decrease in liabilities.
d A minus sign means an increase in reserves.
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Upon the dissolution of the Netherlands Antilles on 
October 10, 2010, Curaçao and Sint Maarten became 
autonomous countries, forming a monetary union 
with a common currency. As part of the constitutional 
reform, the Netherlands provided debt relief to both 
countries, and to avoid future uncontrolled debt ac-
cumulation, it was conditioned to (1) a balanced bud-
get rule,1 (2) an interest burden rule,2 and (3) financial 
supervision by the Cft.3 Together these conditions 
formed a type of rule-based approach to fiscal policy-
making.4  This textbox discusses the advantages5 and 
disadvantages of this approach. 

First, fiscal rules promote macroeconomic stability 
because, if applied flexibly, they enable the free func-
tioning of automatic stabilizers. Automatic stabiliz-
ers, such as progressive income and corporate taxes, 
increase budget deficits during economic recessions 
and reduce deficits during economic expansions 
without the need for policy adjustments, thereby 
contributing positively to economic growth and long-
term employment. 

Second, fiscal rules support monetary policy. Fiscal 
policy affects prices through changes in aggregate 
demand or taxes, while monetary policy affects short-
term interest rates, which impact the government’s 
budget and the economy. Hence, decisions from one 
authority affect the variables underlying decisions 
from other authorities and vice versa. Consequently, 
institutional frameworks that coordinate interactions 
between the monetary policy and national fiscal poli-
cies are required in monetary unions.6  

Third, fiscal rules can avoid adverse spillovers. Fiscal 
rules are more prominent in monetary unions with a 
centralized monetary policy and decentralized fiscal 
policies, such as the Monetary Union of Curaçao and 

1 Current revenues and current expenditures must be bal-
anced in multi-annual terms, while the capital account may 
register deficits only for public investments.

2 Interest payments cannot exceed five percent of the aver-
age government revenues in the previous three years.

3 Cft is the “College Financieel Toezicht”, i.e., the Board of 
Financial Supervision for Curaçao and Sint Maarten.

4 Both governments also had a standing subscription by the 
DSTA, meaning that the Dutch government must subscribe 
to all government bonds at borrowing rates similar to those 
of comparable government bonds issued in the Netherlands.

5 The advantages of the rule-based approach are based on 
Kopits and Symansky (1998) unless stated otherwise.

6 Currently, no institutional framework is in place in the 
Monetary Union of Curaçao and Sint Maarten to coordinate 
interactions between the national fiscal policies.

Sint Maarten, because individual members can be 
prompted to incur excessive debt/deficit levels, which 
can be transmitted to the entire union through credit 
downgrading or higher market interest rates. Hence, 
adherence to fiscal rules promotes sound public fi-
nances and avoids such adverse spillovers.

Fourth, fiscal rules can safeguard debt sustainability. 
Excessive debt levels crowd out productive private 
investment, negatively affect the government’s cred-
itworthiness, and put pressure on economic growth 
(Duisenberg, 2003). Increasing debt-to-GDP ratios de-
teriorate the government’s creditworthiness because 
investors lose confidence in the government’s capac-
ity to manage its debt (Romero, 2013).

Fifth, fiscal rules promote the government’s credibil-
ity among financial markets, households, and busi-
nesses. However, actual compliance with the rules 
is required to maintain the government’s credibility. 
Therefore, fiscal rules should be complemented by 
fiscal councils for supervision. 

Apart from the advantages, the rule-based approach 
to fiscal policymaking has some disadvantages. First, 
a lack of political commitment may prevent the sus-
tainability of the fiscal rules and undermine the gov-
ernment’s credibility (IMF, 2009). Also, some fiscal 
rules, notably deficit and debt targets, may generate 
a procyclical stance in poor economic times as they 
limit the government’s discretionary policies, while 
not providing the necessary fiscal discipline during 
prosperous economic times. Furthermore, proper 
enforcement of the fiscal rules is crucial to avoid ad-
verse spillovers of free-riding behavior by one coun-
try on the other countries in the monetary union (Bal-
assone & Franco, 2001, and Kopits, 2007). In addition, 
fiscal rules may put pressure on the quality of fiscal 
policy as governments may be drawn away from 
other priorities (IMF, 2009). Last, governments can be 
tempted to use creative accounting and off-budget 
operations to ensure compliance with the fiscal rules.  

Using multiple linear regression models, the rule-
based fiscal framework of the Monetary Union of 
Curaçao and Sint Maarten was assessed to examine 
whether it has succeeded in generating fiscal disci-
pline and economic growth in Curaçao. The main 
conclusion is that the fiscal rules seem to generate 
fiscal discipline, while limiting creative accounting by 
the Curaçao government. However, the fiscal rules 
seem to contribute negatively to real GDP growth, 
suggesting that other macroeconomic areas  also 
should be addressed to foster economic growth. 

BOX I  FISCAL RULES IN THE MONETARY UNION OF 
CURAÇAO AND SINT MAARTEN
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INTRODUCTION

The monetary policy of the Bank is geared 
towards keeping the exchange rate of the 
currency, the Netherlands Antillean guil-
der (NAf.), stable against the US dollar. Af-
ter the Netherlands Antilles was dissolved 
in 2010, the Netherlands Antillean guilder 
remained in circulation in Curaçao and 
Sint Maarten.

Maintaining the external stability of the 
currency is pursued by preserving the fixed 
peg with the US dollar and guaranteeing 
the convertibility between these two cur-
rencies. The US dollar-peg is justified as 
most international trade transactions are 
conducted with the United States or settled 
in US dollars. Since 1971, the official NAf./$ 
rate of 1.79 has been firmly supported by 
the monetary authorities. Therefore, as an 
intermediate target of monetary policy, the 
Bank strives for a level of official reserves 
equal to approximately three months of 
imports, guaranteeing an unhampered 
flow of international transactions.

The Bank’s monetary policy instruments 
are directed primarily at influencing the 
amount of domestic base money or, more 
specifically, the commercial banks’ avail-
able liquidity, which is reflected by their 
current account balances at the Bank. In 
the end, this approach should have an im-
pact on domestic credit extension, domes-
tic spending, imports, and, ultimately, the 
level of official reserves.

As a result of the credible dollar-peg, the 
inflation rate has followed the US inflation 
rate closely over the years, thereby keep-
ing the competitive position of the two 
countries that form the monetary union, 
Curaçao and Sint Maarten, fairly stable.

MONETARY DEVELOPMENTS

During 2015, the Bank continued its mone-
tary policy aimed at tightening the surplus 
on the money market through the auction-
ing of certificates of deposit (CDs). There-
fore, more CDs were offered than matured 
during the bi-weekly auctions at higher in-
terest rates, resulting in an increase in the 
amount of outstanding CDs from NAf.90.0 

MONETARY   
DEVELOPMENTS 
AND POLICY
PROMOTING THE STABILITY OF 
THE CURRENCY

4
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million at the end of 2014 to NAf.162.6 mil-
lion at the end of 2015. Meanwhile, the 
percentage of the reserve requirement, 
the other instrument of monetary policy, 
was left unchanged at 18.00% throughout 
2015.

However, despite the rather high percent-
age of the reserve requirement and the in-
crease in outstanding CDs during 2015, the 
amount of liquidity in the domestic money 
market was not curtailed. The commercial 
banks’ demand deposits at the Bank actu-
ally increased by NAf.102.3 in 2015 com-
pared to 2014.

MONEY SUPPLY

Broad money (M2) expanded by NAf.187.2 
million to NAf.7,973.1 million during 
2015. However, 2015’s monetary expan-
sion (2.4%) was less pronounced than 
the increase recorded in 2014 (4.0%). The 
growth in M2 during 2015 was caused by 
an increase in the near money component 
(5.4%), mitigated by a decline in the nar-
row money component M1 (-1.0%). The 
expansion in the near money component 
was led by increases in both private sec-
tor time deposits and savings. The narrow 
money component dropped as a result 
of a decline in residents’ guilder demand 
deposits, mitigated by an increase in cur-
rency in circulation.

In 2015, the monetary base (M0)9  expand-
ed by 14.9% compared to 25.4% in 2014. 
Similar to 2014, the expansion during 2015 
was caused by principal payments on debt 
securities taken over under the debt relief 
program and the purchase of debt secu-

9 M0 is a measure of the central bank’s monetary liabilities 
and consists of currency in circulation and the commercial 
banks’ current account balances.

rities issued by the governments of Cura-
çao and Sint Maarten by the Dutch State 
Treasury under the ‘standing subscription’ 
agreement.

The expansion in M0 during 2015 stemmed 
from a reduction in the Bank’s remaining 
liabilities mitigated by a drop in its assets. 
The remaining liabilities fell mainly be-
cause of declines in private deposits, for-
eign liabilities, other liabilities, and capital 
and reserves. The drop in other liabilities 
was related to a court settlement of a claim 
between two international parties.10 The 
contraction in the Bank’s assets reflected 
almost entirely a drop in the Bank’s foreign 
assets. 

FACTORS AFFECTING THE MONEY 
SUPPLY

The monetary expansion during 2015 was 
driven by increases in both net foreign as-
sets (NAf.144.3 million or 3.6%) and net 
domestic assets (NAf.43.0 million or 1.1%) 
(see Table 20). The growth in net foreign as-
sets of the banking system was ascribable 
to a 25.5% increase in net foreign assets 
holdings of the commercial banks. Mean-
while, the net foreign assets of the Bank 
dropped slightly (3.6%). The increase in net 
foreign assets was caused by inflows from 
the Dutch State Treasury Agency (DSTA) re-
lated to the purchase of bonds issued by 
the government of Curaçao and principal 
and interest payments on debt securities 

10 The two parties were PDV Marina S.A. and CH Offshore 
Ltd. In October 2013, CH Offshore commenced legal pro-
ceedings against PDV Marina and Astilleros de Venezuela 
C.A. (Astivenca) for a claim related to the charter of two ves-
sels. CH Offshore had arrested vessels in the port of Curacao 
belonging to PDV Marina as security for its claim. After PDV 
Marina made a payment of USD70 million into the court in 
Curacao as security for the claim, PDV Marina’s vessels were 
released. After legal proceedings these funds were released 
in June 2015.
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taken over under the debt relief program. 

The growth in net domestic assets was 
caused entirely by the increase in memo-
randum balance sheet items related to, 
among other things, the release of a de-
posit provided as a security with the court 
in connection with the claim between two 
international parties mentioned earlier. 
By contrast, net liabilities to the govern-
ment rose by NAf.160.9 million (37.5%), 
reflecting an increase in the deposits of 
the government of Curaçao with the Bank 
because the funds raised by bond issues 
were only partly spent. A drop in the de-
posits of the government of Sint Maarten 
mitigated the increase in the net liabilities 
of the government.

Furthermore, credit to the private sector 
remained almost unchanged in 2015 com-

pared to 2014, but the loan component 
contracted by 0.5%. Private sector loans 
in Curaçao contracted by 1.3% in 2015, 
the third consecutive year of a decline. 
The 2015 contraction was attributable to 
consumer loans and mortgages, which 
fell by 3.0% and 2.4%, respectively. In con-
trast, business loans increased by 1.3%, a 
turnaround compared to the 8.3% drop in 
2014.

In Sint Maarten, credit to the private sector 
started to recover in 2015, after declining 
for four years in a row. The 1.7% growth 
in 2015 was entirely the result of a 6.2% 
increase in business loans as both mort-
gages and consumer loans outstanding 
dropped by 0.1% and 1.2%, respectively. 
(See Table 21 in Appendix II for more de-
tails.)

2012 2013 2014 2015 2014 2015

Change

Money supply 7,441.2 7,486.8 7,785.9 7,973.1 4.0% 2.4%

Monetary base 671.4 657.2 824.2 946.8 25.4% 14.9%

Net domestic assets 3,541.4 3,921.1 3,744.1 3,787.1 -4.5% 1.1%

Net credit to the  

government
-425.7 -349.5 -429.3 -589.7 22.8% 37.4%

Credit to the private sector 6,373.8 6,307.4 6,148.3 6,145.6 -2.5% -0.0%

Memorandum items -2,406.8 -2,036.8 -1,974.8 -1,768.8 -3.0% -10.4%

Net foreign assets 3,899.8 3,565.7 4,041.8 4,186.0 13.4% 3.6%

Central bank 2,845.2 2,608.9 3,046.5 2,937.0 16.8% -3.6%

Commercial banks 1,054.6 956.8 995.3 1,249.0 4.0% 25.5%

Table 20 Development in monetary aggregates (in millions NAf.)
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DEVELOPMENT IN INTEREST RATES

The Bank kept its official lending rate, i.e., 
the pledging rate, unchanged at 1.00% dur-
ing 2015. Domestic money market rates 
remained relatively stable throughout 
2015, more or less in line with the prevail-
ing low international interest rate environ-
ment. However, the 4-week US dollar libor 
rate began to increase towards the end 
of 2015. In the end, this rate was 4.6 ba-
sis points higher than in 2014. In line with 
this increase and the fact that the Bank of-
fered more attractive rates at the auctions 
of certificates of deposit (CDs), the highest 
rate accepted on 4-week CDs during 2015 
was 0.38%, 18 basis points higher than in 
2014. Furthermore, there was more appe-
tite for CDs with maturities of 3, 6, and 12 
months during 2015. The highest rates ac-
cepted on those terms were 0.64%, 0.81%, 
and 0.99%, respectively. 

In commercial bank borrowing rates, the 
average rate on savings deposits remained 
unchanged at 1.2% while the average rate 
on time deposits increased from 1.8% to 
2.3% in 2015. With respect to lending rates, 
the average mortgage rate dropped from 
6.7% in 2014 to 6.4% in 2015. In contrast, 
the average rate of time loans increased 
from 6.8% to 6.9%.

The indicative yields on government se-
curities in Curaçao and Sint Maarten are 
based on the relatively low effective yield 
of Dutch State loans with similar maturi-
ties because the Dutch State Treasury 
Agency (DSTA) participates in the local 
tenders of government securities at yields 
prevalent in the Dutch capital market (i.e., 
the standing subscription). The average ef-
fective yield of 5-year government bonds 
dropped from 0.13% in 2014 to 0.03% in 
2015. A similar development occurred in 
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Treasury bill rates. The 12-month Treasury 
bill rate dropped from 0.02% at the end 
of December 2014 to -0.40% at the end of 
2015. (See Table 22 in Appendix II for a de-
tailed overview.)

POLICY MEASURES

The Bank’s monetary policy instruments 
include, among other things, the official 
lending rate (pledging rate), the reserve re-
quirement, and the auctioning of CDs. The 
pledging rate was kept unchanged at the 
historically low level of 1.00% in 2015, in 
line with developments in international in-
terest rates, specifically US interest rates. 

During 2015, the Bank continued to direct 
its monetary policy toward controlling the 
liquidity in the domestic money market by 
offering more certificates of deposit (CDs) 
at higher interest rates. Meanwhile, the 
reserve requirement percentage was left 
unchanged throughout 2015. 

RESERVE REQUIREMENT

The reserve requirement is a liability-based 
instrument whereby the commercial 
banks are required to place a non-interest-
bearing deposit on a blocked account at 
the Bank for a period of one month. These 
funds cannot be used to settle transac-
tions. Consequently, the Bank immobilizes 
excess reserves by administrative fiat to 
influence the behavior of the commercial 
banks, especially credit extension. The re-
serve requirement is calculated as a per-
centage of the commercial banks’ domes-
tic liabilities, adjusted for some balance 
sheet items.11 This percentage can be ad-
justed monthly, depending on the prevail-
ing liquidity situation in the market. 

Excess reserves, i.e., the part of the current 
account balances at the Bank over and 
above the level necessary for the smooth 
settlement of daily transactions and for 

11 The exclusion of long-term deposits (>2 years to maturity) 
is the main adjustment of domestic liabilities.

Graph 5 Monetary policy instruments and money market liquidity (in millions NAf)
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precautionary reasons, have grown sub-
stantially since the debt relief in 2009-
2010. Since June 16, 2014, the percentage 
of the reserve requirement has been left 
unchanged at 18.00% absorbing on aver-
age NAf.1,135.9 million of bank liquidity 
during 2015 (see Graph 5). The decision 
to maintain this percentage temporarily 
at 18.00% was taken in light of its already 
high level and because the excess liquidity 
in the banking sector has not resulted in 
excessive credit extension, which eventu-
ally could have put reserves under pres-
sure. Nevertheless, the base upon which 
the reserve requirement is calculated in-
creased further in 2015 (3.2%) after the 
1.8% increase in 2014. 

Because the local commercial banks ob-
tain their funding mostly through taking 
deposits, deposits account for more than 
87% of their liabilities. This stock of depos-
its has been more than sufficient to fund 
their loan business. The environment of 
high excess liquidity in the banking system 
proved a challenge for the use of the re-
serve requirement to control the current 
account balances of the commercial banks 
at the Bank and, hence, the monetary 
base. The excess liquidity was fueled fur-
ther by interest and principal payments re-
ceived on local debt securities taken over 
by the Netherlands under the debt relief 
arrangement.

CERTIFICATES OF DEPOSIT

The other instrument of monetary policy 
used by the Bank to mop up liquidity is the 
auctioning of certificates of deposit (CDs). 
Commercial banks as well as institutional 
investors used to invest short-term funds 
in treasury bills. However, due to the debt 
relief, short-term government securities 
have dried up, leaving large cash balances 
on the commercial banks’ balance sheets. 
Through the issuance of CDs, the Bank 
tries to control the liquidity of the com-
mercial banks. These securities are issued 
for monetary policy reasons and serve a 
dual purpose. On the one hand, they offer 
an investment alternative to the commer-
cial banks. On the other hand, they can 
be traded among the commercial banks 
and be pledged as collateral for borrow-
ing at the Bank. Since the exclusion of the 
reserve requirement and the drying up of 
treasury bills, CDs are one of the few re-
maining securities that can be used as col-
lateral for debit balances with the Bank.

During 2015, the Bank continued its liquid-
ity absorption policy by offering higher 
amounts of CDs against various maturities 
combined with higher interest rates at its 
bi-weekly auctions. As a result, the amount 
of outstanding CDs in 2015 averaged 
NAf.136.2 million, 2.7 times higher than 
in 2014 (NAf.49.6 million). The amount of 
outstanding CDs increased from NAf.91.0 
million at the end of 2014 to NAf.162.6 mil-
lion at the end of 2015 (see Graph 5). 
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2013 2014 2015

Money supply (M2) 7,486.8 7,785.9 7,973.1

Money (M1) 3,450.8 3,644.4 3,608.9

Coins & notes with the public 340.6 351.3 367.5

Demand deposits, of which: 3,110.1 3,293.2 3,241.4

   Netherlands Antillean guilders 2,325.6 2,408.1 2,336.9

   Foreign currency 784.5 885.1 904.6

  

Near money 4,036.1 4,141.5 4,364.2

Time deposits 2,092.7 2,139.7 2,268.4

Savings 1,943.4 2,001.8 2,095.8

Factors affecting the money supply

Net domestic assets 3,921.1 3,744.2 3,787.1

Government sector -349.5 -428.8 -589.7

   Former central government -80.5 -77.4 -73.3

   Curaçao -192.7 -253.6 -460.5

   Sint Maarten -76.2 -97.9 -56.0

Private sector 6,307.4 6,148.3 6,145.6

Memorandum items -2,036.8 -1,975.2 -1,768.8

Net foreign assets, of which: 3,565.7 4,041.6 4,186.0

Central bank 2,483.6 2,921.1 2,937.0

Commercial banks 956.8 995.3 1,249.0

Table 21 Monetary survey (in millions NAf.)

APPENDIX II
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2013 2014 2015

Government loans by commercial banks 0.1 0.0 0.4

Private sector loans Curaçao 4,145.0 4,034.9 3,980.8

Mortgages 1,855.6 1,870.5 1,825.6

Consumer loans 890.6 881.4 855.0

Business loans 1,398.8 1,283.0 1,300.2

Private sector loans Sint Maarten 1,443.9 1,422.7 1,447.1

Mortgages 640.0 662.5 662.2

Consumer loans 328.7 302.9 299.2

Business loans 475.2 457.3 485.7

Table 21 Monetary survey (in millions NAf.) cont.
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2013 2014 2015

Central bank

 Pledging rate 1.0 1.0 1.0

 Maximum CD rate (1 month) 0.12 0.20 0.38

Commercial bank borrowing rates

 Passbook savings 1.2 1.2 1.2

 Time deposit (12 months) 1.7 1.8 2.3

Commercial bank lending rates

 Mortgages 6.9 6.7 6.4

 Time loans 8.1 6.8 6.9

Government securities

5-year government bonds (effective yield) 1.18 0.13 0.03

Treasury bills (12 months) 0.16 0.02 -0.40

Table 22 Developments in domestic interest rates (in %)
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INTRODUCTION

The foreign exchange regulations in Cu-
raçao and Sint Maarten are based on the 
Foreign Exchange Regulation of Curaçao 
and Sint Maarten (2010). Effective October 
10, 2010, these two autonomous countries 
within the Kingdom of the Netherlands 
formed a monetary union with a common 
currency and central bank. 

According to the foreign exchange regula-
tion, current transactions are free in prin-
ciple, while capital transactions require a 
license. Although capital transactions are 
bound by a license, the Bank has issued 
several foreign exchange notifications that 
have liberalized most capital transactions. 
The Bank applies a liberal licensing system 
with respect to capital transactions, i.e., li-
censes normally are granted upon request.

The main objectives of the foreign ex-
change regulation are to:  

i. promote international financial 
activities in Curaçao and Sint 
Maarten; for this reason, the or-
dinance contains special provi-

sions for companies engaged in 
international financial and busi-
ness transactions;

ii. gather the necessary information 
and data essential for compiling 
the balance of payments;

iii. support the monetary and eco-
nomic policy efforts of the mon-
etary authorities whereby the 
maintenance and safeguarding 
of the monetary reserves and, 
thus, exchange rate stability are 
considered of primary impor-
tance; and

iv. prevent the use of Antillean guil-
ders as a means of payment in 
the international payment sys-
tem.

The general foreign exchange policy is 
vested with the governments of Curaçao 
and Sint Maarten. The Bank is charged 
with executing the foreign exchange regu-
lations and managing the available foreign 
exchange reserves for account and risk of 
both governments. Therefore, the Bank is 

FOREIGN    
EXCHANGE  
REGULATIONS
FOREIGN EXCHANGE LICENSES 
AND FEES
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empowered to grant licenses and exemp-
tions by virtue of the Foreign Exchange 
Regulation of Curaçao and Sint Maarten 
(2010).

 
FOREIGN EXCHANGE   
LICENSES

In 2015, the number of foreign exchange li-
censes issued by the Bank dropped by 102 
(13%) to 674 (see Table 23). This drop can 
be attributed primarily to fewer foreign ex-
change exemptions granted to internation-

al financial and business companies (105). 
In contrast to the fewer licenses issued in 
2015, the total transaction value related 
to the granted licenses almost doubled by 
NAf.268.3 million (97%) to NAf.546.0 mil-
lion. The largest increases occurred in the 
categories “Portfolio investment abroad” 
(NAf.149.2 million), “Transfer to own ac-
count abroad” (NAf.64.8 million), “Bor-
rowing abroad” (NAf.24.4 million), “Trans-
actions related to participations in local 
companies” (NAf.19.2 million), and “Inter-
company financing” (NAf.15.0 million). The 
increase in the value of capital transactions 

Description
2014 2015

Number Amount Number Amount

Transactions related to participations in local compa-

nies by nonresidents
5 9.6 7 28.8

Transfer to own account abroad 32 18.1 50 82.9

Portfolio investment abroad 52 140.1 59 289.3

Participation abroad 1 0.7 1 0.7

Borrowing abroad 36 50.9 33 75.3

Lending abroad 19 13.0 23 20.9

Intercompany financing 32 27.6 31 42.6

Request for foreign bank account 86 - 78 -

Request for local nonresident account 21 - 9 -

Granting guarantee abroad 4 - 4 -

Exemption int. fin. & bus. serv. companies 482 - 377 -

Other 6 17.7 2 5.5

Total 776 277.7 674 546.0

Table 23 Overview of foreign exchange licenses issued (in numbers and millions NAf.)
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that require a license can be attributed to, 
among other things, some improvement in 
international interest rates and the slight 
recovery of the economy of Curaçao. 

LICENSE FEE

Starting January 1, 1996, a fee was intro-
duced for the license to operate as a for-
eign exchange bank. This license fee is as-
sessed on the international transactions of 
foreign exchange banks and replaced the 
foreign exchange tax in force through De-

cember 1995. The license fee is calculated 
on the basis of the payments made by resi-
dents to nonresidents, with the exception 
of the re-investment of funds abroad, the 
re-exports of the free-zone companies, 
and payments by the government.12 The 
Bank assesses and collects the license fee 
in Curaçao and Sint Maarten, and the pro-
ceeds are remitted to the government of 
each country. 

12 The exemption for payments in Aruban florins was revoked 
as of March 1, 2012, based on an agreement between the 
governments of Curaçao, Sint Maarten, and Aruba.

2013 2014 2015

Curacao
St. 

Maarten
Curacao

St. 

Maarten
Curacao

St. 

Maarten

January 4,441.1 2,357.3 3,983.4 2,327.0 3,923.3 2,275.9

February 3,538.5 2,372.3 4,456.5 2,274.1 3,238.6 1,924.7

March 4,110.8 2,354.2 3,809.8 2,148.0 4,463.2 2,386.5

April 4,736.9 2,072.7 3,789.9 1,892.1 3,571.2 1,927.3

May 5,280.0 2,624.6 3,965.5 2,121.6 3,718.8 1,787.3

June 4,185.9 1,868.0 4,380.6 2,220.5 4,324.6 2,045.8

July 4,624.2 1,741.2 4,887.5 1,930.5 4,129.9 1,806.7

August 3,728.8 1,764.2 4,005.6 1,703.9 3,514.6 1,821.8

September 3,938.8 1,718.7 3,845.5 1,985.8 4,270.7 1,817.5

October 4,253.7 2,218.5 4,076.6 1,839.8 3,742.3 1,766.8

November 4,711.3 1,980.0 3,960.3 1,812.0 4,161.5 1,979.8

December 4,647.4 2,225.3 4,795.8 2,540.9 5,038.7 2,346.8

Total 52,197.4 25,297.1 49,957.0 24,796.2 48,097.4 23,886.9

Table 24 License fees collected from 2013 through 2015 (in thousands NAf.)
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Table 24 provides an overview of the li-
cense fees collected by Curaçao and St. 
Maarten from 2013 through 2015. The 
amount of license fees collected in Cu-
raçao dropped by NAf.1.9 million (3.7%) 
to NAf.48.1 million in 2015 compared to 
2014. The amount of license fees collected 
in Sint Maarten also decreased in 2015 by 
NAf.0.9 million (3.7%) to NAf.23.9 million.

The central motif of the f 25 1930 issue banknote is a view of the St Anna Bay towards the pontoon 
bridge and the ocean beyond..
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INTRODUCTION

The recent financial crisis demonstrated 
that regulation and supervision aimed ex-
clusively at maintaining stability on a micro-
prudential level of individual institutions is 
insufficient.  Macroprudential oversight is 
an essential prerequisite for effective crisis 
prevention. The Bank utilizes a macropru-
dential strategy that integrates traditional 
microprudential supervision of institutions 
and monetary policy with the promotion 
of financial system stability using instru-
ments of regulation and supervision. This 
approach comprises the communication 
of warnings against risks and imbalances 
and the identification and implementa-
tion of potential courses of action to avert 
threats. In this context, the Bank devel-
oped an Early Warning Monitoring System 
to foster a broader understanding of pos-
sible threats to the financial system, link-
ages between financial stability and mac-
roeconomic performance, and monetary 
and macroprudential policy tools. Further-

more, with this system, the Bank also can 
determine the degree of distress of finan-
cial institutions and introduce the neces-
sary institutional risk reduction measures.

Macroprudential instruments are policy 
measures that are: 

i. set to dampen cyclical behavior 
in the financial system on both 
sides of the financial institu-
tions’ balance sheets;

ii. aimed at increasing the resil-
ience of the financial system; 
and

iii. designed to mitigate structural 
vulnerabilities in the financial 
system and limit systemic spill-
overs in times of stress. 

This chapter begins with a look at the 
macroprudential developments in the 
monetary union, focusing on six different 
segments, and is followed by an over-
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view of the policy measures the Bank has 
implemented.

 
MACROPRUDENTIAL   
DEVELOPMENTS

The Financial Stability Map of the mon-
etary union provides a graphic summary 
of potential sources of systemic risk and 
serves as a starting point for further analy-
sis. The map tracks three financial sectors 
and three underlying conditions consid-
ered relevant for the financial stability of 
the monetary union.13 The three underly-
ing conditions that determine the risk of 
a systemic threat are discussed briefly be-

13 Various indicators are used to analyze the important as-
pects of the risks in each segment.

low.14 As can be seen from the map, the 
macroeconomic environment shows the 
biggest risk, followed by the sovereign 
soundness of the countries of Curacao and 
Sint Maarten (see Graph 6).

The domestic economic conditions of the 
monetary union affect the financial stabil-
ity through various channels. The mon-
etary union recorded a real GDP growth15 
of 0.3% in 2015, a 73 basis points increase 
compared to 2014. This increase was 
caused by an improvement in the eco-
nomic development of Curaçao, while Sint 
Maarten recorded a decelerated growth. 

14 See Chapter III for an extensive analysis of the macroeco-
nomic environment and sovereign soundness, and chapters 
VII through IX for the financial stability analysis of the bank-
ing, insurance, and pension sectors.

15 Real GDP growth is calculated using the GDP deflator 
based on IMF methodology.

Graph 6 Financial Stability Map of the monetary union

Notes: Further distance from the centre indicates a higher risk.
Domestic insurance and pension soundness relate to 2013 and 2014.
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While both countries experienced growth, 
the economies are still performing below 
their capacity. This underperformance can 
be revealed by focusing on the long-term 
trend or potential output of the economy, 
which is calculated using a detrending 
method by applying a Hodrick–Prescott 
filter. This filter removes the cyclical com-
ponents and focuses on the real business 
cycle theory which considers fluctuations 
in the cycle as the efficient response to 
exogenous changes in the real economic 
environment. Therefore, the trend reflects 
the long-run structural policy changes 
instead of the short-term interventions 
through discretionary fiscal or monetary 
policies designed to smooth out short-
term economic fluctuations. The resulting 
output gap16 of the monetary union, de-
fined as the difference between actual and 
potential GDP as a percentage of potential 

16 The concepts of potential output and output gap are indis-
pensable when analyzing the long-term growth prospects or 
cyclical developments of an economy, and they form a crucial 
part of the toolkit of policymakers.

GDP, recorded a negative deviation of 1.3 
percentage points, reflecting a recession-
ary gap (see Graph 7). Compared to 2014, 
the gap has increased slightly. A similar 
development can be seen in the credit-to-
GDP gap.17 As can be seen from Graph 8, 
the last two years show a negative gap of 
-3.9% in 2015 and -2.5% in 2014. A nega-
tive gap indicates that credit has grown 
insufficiently relative to GDP, resulting in 
an imbalance. Furthermore, external vul-
nerabilities are increasing because of the 
potential impact of external shocks, e.g., 
the crisis in Venezuela. 

Overall, the macroeconomic environment 
has deteriorated slightly compared to 
2014 and remains the biggest risk to sta-
bility. To reverse the gaps and limit the ex-
ternal exposure, the government needs to 
make comprehensive policy efforts.

17 The credit-to-GDP gap is calculated as the actual credit to 
GDP ratio minus its long-term trend. It is considered an Early 
Warning Indicator and is used to detect imbalances.

Graph 7 Overview macroeconomic environment monetary union

Note: The monetary union was established on October 10, 2010; the previous years are a compilation of Curaçao and  
         Sint Maarten.
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The current budget balance to GDP ratio 
of the monetary union increased from 
-0.26% in 2014 to 0.00% in 2015. This in-
crease can be attributed to an expansion 
in government revenues which exceeded 
the increase in government expenditures. 
The primary surplus to GDP ratio followed 

a similar trend, increasing by 35 basis 
points to 1.1% in 2015.  Although the fiscal 
situation in the monetary union improved, 
the public sector debt remains a risk. The 
current interest burden rule and low in-
terest environment due to the standing 
subscription permitted the government 

Graph 8 Overview Credit-to-GDP gap monetary union

Graph 9 Overview of soundness of the domestic banking sector
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Table 25 Composition financial sector (% of total assets)

2013 2014 2015

Domestic banking sector 56.2% 56.3% 55.4%

Domestic pension sector 27.1% 26.7% 27.2%*

Domestic insurance sector 11.4% 11.7% 11.9%*

Special credit institutions 3.1% 3.0% 3.0%

Savings banks 1.2% 1.2% 1.2%

Credit unions 0.9% 1.1% 1.3%

Investment institutions 0.03% 0.03% 0.03%

of Curaçao to borrow significantly in 2015 
(NAf.279 million), increasing its debt bur-
den. Sint Maarten did not issue any bonds 
in 2015 due to an instruction by the King-
dom Council of Ministers.18 Consequently, 
the debt to GDP ratio of the Monetary 
Union has surpassed the level that the IMF 
considers prudent for the countries of Cu-
racao and Sint Maarten (i.e., 40% of GDP), 
which is a cause for concern. The debt ra-
tio reached 42.2% at the end of 2015, a 4.0 
percentage points increase compared to 
2014.19 Overall, the sovereign risk of the 
monetary union has deteriorated slightly 
compared to 2014, remaining the second 
biggest risk to financial stability.

The soundness of the domestic banking 
sector remained stable over the last four 

18 In September 2015, the Kingdom Council of Ministers 
(Rijksministerraad) issued an instruction to the government 
of Sint Maarten, resulting in the country not being allowed to 
issue any new debt to finance capital expenditures.

19 On a country basis, the debt to GDP ratio of Curacao 
registered 44.2% at the end of 2015, while Sint Maarten re-
mained below the 40% level at 36.3%.

years with a stability risk score20 of 3.4 in 
2015, an increase of 0.3 points compared 
to 2014 and slightly above the four-year 
average of 3.1 (see Graph 9). The Capital 
Adequacy Ratio reached 13.9% at the end 
of 2015, well above the international stan-
dard of 8% under the Basel II agreement 
and the Bank’s own benchmark of 10.5%, 
reflecting the capability of the banks to 
withstand shocks to their balance sheets. 
Furthermore, the net income after tax de-
creased by 5% from 2014 to 2015, reaching 
NAf.183 million. Overall, the soundness of 
the domestic banking sector deteriorated 
slightly in 2015 compared to 2014.21 The 
domestic banking sector remains the larg-
est contributor to the financial develop-
ment of Curacao and Sint Maarten.  With 
a share of approximately 55% of the to-
tal financial system assets (see Table 25), 

20 For the stability score, a numbering system of 1 through 
5 is used with 1 indicating low risk and 5 indicating high risk. 
The score is calculated with financial soundness indicators 
and calibrated by international benchmarking, supervisory 
standards, and trend analysis.

21 See chapter VII for an extensive analysis on the banking 
sector focusing on the balance sheet, income statement, and 
financial soundness indicators.
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Graph 10 Overview of soundness of the domestic insurance sector

this sector is considered vital to the sys-
temic presence of the financial sector and, 
hence, the financial stability of the mon-
etary union.

The domestic insurance sector, consisting 
of the life and general insurance subsec-
tors, also remained stable over the past 
few years with a stability risk score of 2.6 
in 2014 (the lowest value of the financial 
sector), a decrease of 0.2 points compared 
to 2013.22 In addition, the sector recorded 
a net profit after tax of NAf.83.1 million in 
2014, a 54.5% increase compared to 2013 
(see Graph 10).23 Overall, the soundness of 
the domestic insurance sector improved in 

22 The stability score of the life insurance subsector re-
mained stable, while the general insurance subsector saw an 
improvement.

23 The insurance and pension sector assessment is based 
on data up to the year 2014. According to current legisla-
tion, insurance companies and pension funds must submit 
their data within six months after the end of the reporting 
year. This means that most data are received after the Bank’s 
annual report is published. However, the 2015 data will be 
incorporated into the Bank’s Financial Stability Report later 
in the year.

2014 compared to 2013.24 

The domestic pension sector also showed 
stable scores over the long run. The sta-
bility risk score in 2014 reached 3.2, an 
increase of 0.6 points compared to 2013, 
slightly above the four-year average (see 
Graph 11). The coverage ratio,25 the main 
financial soundness indicator for the pen-
sion industry, decreased slightly by 1.7 
percentage points to 105.5% in 2014 com-
pared to 2013, above the required mini-
mum of 100%. This value indicates that 
the pension industry is in good health 
and capable of meeting its pension liabili-
ties. However, the sector recorded a net 
loss after tax of NAf.-81.7 million in 2014 
reflecting an increased risk.26 Overall, the 
soundness of the domestic pension sec-

24 See chapter VIII for an extensive analysis of the insurance 
sector focusing on the balance sheet, income statement, and 
financial soundness indicators.

25 A ratio used to calculate the solvency and ability of a pen-
sion fund to meet its liabilities.

26 Local investment opportunities and policy measures are 
necessary to improve the coverage ratio in the long run.
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tor deteriorated in 2014 compared to 2013 
but improved compared to 2011.27  

Last, the global financial stability risk is as-
sessed on the basis of the top ten global 
risks, focusing on the likelihood of events 

27 See chapter IX for an extensive analysis of the pension 
sector focusing on the balance sheet, income statement, and 
financial soundness indicators.

and their global impact. The global finan-
cial stability risk score28 improved in 2015, 
decreasing by 8 points to 43 compared to 
2014 (see Graph 12). Despite the gloomy 
headlines, global conditions have gradu-
ally eased during 2015. The biggest risk is 

28 The score is rendered between 1 and 90. The higher the 
score, the higher the global financial stability risk.

Graph 11 Overview of soundness of the domestic pension sector
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related to the Asia Pacific region and ema-
nates from China. The default contagion in 
China’s manufacturing, property, and lo-
cal government sectors will slow real GDP 
growth to under 5%, triggering additional 
problems in the financial sector and calling 
for state rescues and emergency capital is-
sues. Chinese growth of below 5% would 
seriously impact the growth prospects for 
many emerging markets. This risk is fol-
lowed by the risk stemming from a contin-
uation of subdued oil prices, which leads 
to further fiscal austerity, fuelling social 
unrest and political instability in oil-rich 
countries. In addition, the bad loans in the 
energy sector related to shale oil and gas 
exploration could cause a systemic crash 
in the US financial sector. As was seen in 

2007-2008, difficulties in the US financial 
sector can spread rapidly to other sectors 
and subsequently to the real economy. 
Therefore, these bad loans are considered 
a significant risk. Although global financial 
stability risks exist, the possible impact on 
the stability of the monetary union is still 
considered limited due to the conservative 
nature of the financial sector in Curacao 
and Sint Maarten. The external vulnera-
bilities stemming from shocks in the main 
trading partners are reflected in the mac-
roeconomic environment and indicate an 
increase in risk.

Graph 12 Global financial stability risk
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Deflation is defined as a drop in consumer prices or 
when the rate of inflation is negative. Naturally, defla-
tion is not necessarily a bad thing. Moderate deflation 
is good for the economy when it’s due to innovation, 
which improves efficiency and reduces production 
costs, and when it makes a country internationally 
more competitive. Nevertheless, deflation is gener-
ally caused by a declining aggregate demand stem-
ming from debt deleveraging, a drop in the money 
supply, tight monetary policy, or an overvalued ex-
change rate. 

Historically, Curaçao experienced periods of infla-
tion, even double-digit inflation, only in the late 70s 
and early 80s. With the exception of the year 1985, 
Sint Maarten also underwent only episodes of infla-
tion (see Figure below). In 2015, for the first time 
ever, Curaçao experienced a price deflation of 0.5%, 
whereas Sint Maarten showed a tiny inflation of 0.3%. 
In contrast to the aggregate demand and aggregate 
supply theory, the consumer prices of Curaçao and 
Sint Maarten are influenced mostly by import prices. 
Therefore, our prices are determined by the move-
ments of prices or exchange rates of our primary 
trading partners.1 The main reason for the deflation 
in 2015 was the sizable decline of 47%2 in world oil 
prices. Particularly in Curaçao, the falling oil prices 

1 Curaçao’s primary trading partners are the United States., 
the Netherlands, and Venezuela, whereas Sint Maarten’s 
are the United States. and the Caribbean (incl. French Sint 
Maarten).

2 International Financial Statistics, IMF.

made domestic fuel, energy, and water prices cheap-
er, outweighing the price gains in food and other 
things. Unless the global oil prices pick up in the sec-
ond half of the year, it’s expected that Curaçao might 
experience another price deflation in 2016. Given the 
declining global oil prices, Sint Maarten also is expect-
ed to see a negative rate of inflation in 2016.

With a possible deflation for the second consecutive 
year in Curaçao, should we be concerned? While low-
er prices may seem a good thing, deflation can be bad 
for the economy because: (1) consumers postpone 
spending and borrowing if they expect further price 
declines, which will worsen the general economic 
situation and cause prices to fall further; (2) the real 
value of debt rises, negatively impacting consumer 
confidence; (3) unemployment rises as firms cut costs 
when their profit margins drop; (4) bankruptcies oc-
cur when people can’t pay their debts due to job loss 
and higher real debt burden; and (5) nominal wage 
rigidity increases because workers resist wage cuts. 
To prevent a deflationary spiral, most countries use 
expansionary monetary and/or fiscal policy to stimu-
late aggregate demand. Compared to large countries’ 
economies with a high share of domestic demand, 
the risk for Curaçao to develop a deflationary spiral 
is small. Curaçao is a small and open economy reli-

ant on imports, suggesting that when global oil prices 
pick up, consumer prices will follow with moderate 
price gains.

BOX II  DEFLATION: CAUSES AND CONSEQUENCES

Consumer price developments of Curaçao and Sint Maarten.

Sources: CBS, Curacao and Department of Statistics, Sint Maarten
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EARLY WARNING MONITORING 
SYSTEM

The Early Warning Monitoring System is 
developed by the Bank to monitor and 
control the soundness of the financial sec-
tor. The system performs financial stabil-
ity assessments of the sector on a macro-
prudential level but also complements the 
microprudential supervision by analyzing 
all financial institutions. Furthermore, the 
system enables the Bank to perform regu-
lar stress tests to assess the resilience of 
the financial system to extreme, yet plausi-
ble shocks from both the local and interna-
tional environments. Aside from the finan-
cial institutions, the Bank also performs 
regular foreign reserves adequacy tests. 
In addition, the system is used to conduct 
research on the behavior of macro and 
aggregated micro factors, thus acquiring 
knowledge on financial stability risk fac-
tors. The system also takes into account 
intra-Caribbean linkages and other inter-
national factors reflecting external risk 
exposures. A risk-based rating model is 
included in the system to detect the weak 
spots of the financial institutions, hence, 
complementing targeted supervision. Last, 
the system enables the Bank to analyze 
and test monetary and macro-prudential 
policy measures.

LOAN TO VALUE RATIO

A loan to value ratio (LTV) is a measure of 
the banks’ lending capacity against the val-
ue of residential properties (i.e., the value 

of a house as collateral). The LTV is a key 
indicator of the ability of the mortgage 
market to provide financing. Residential 
property lending remains an increased risk 
activity, especially in small open econo-
mies where the turnover ratio is low. Intro-
ducing a LTV constraint will limit the procy-
clical interaction of real estate prices and 
households’ capacity to borrow based on 
the collateralized value of the real estate.  
Real estate prices have been rising sig-
nificantly in the last few years. In addition, 
both the applied appraisal methods and 
the lack of consistency and supervision 
within the real estate sector have resulted 
in foreclosure values falling substantially 
below the appraisal values, increasing im-
balances. Therefore, the LTV is one of the 
key factors that credit institutions should 
take into account when assessing a pro-
spective borrower. The LTV ratio is appli-
cable only for household mortgages and is 
70% of the appraised value.

As a macroprudential instrument, the LTV 
ratio enables the Bank to reduce the like-
lihood and/or magnitude of a real estate 
boom by limiting household leverage. By 
limiting the LTV ratio, the Bank is able to 
curb the feedback loop between the avail-
ability of mortgage credit and house price 
appreciation. Furthermore, restraining 
household leverage will enable the Bank 
to reduce the incidence and loss of default 
of residential household mortgage loans, 
contributing to the reduction of credit risk. 

The innovation of monitoring 
financial stability draws a 

parallel with the value of early 
warning

APPENDIX III  
 
POLICY MEASURES
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DEBT TO INCOME RATIO 

The debt to income ratio (DTI) focuses on 
preventing consumers from being overex-
tended with credit and fostering prudent 
credit extension practices, thereby pro-
tecting banks’ asset quality. The maximum 
DTI is set at 37% and is used in conjunction 
with the LTV to further dampen the cycli-
cal behavior of collateralized lending by 
adding another constraint on households’ 
capacity to borrow. Considering the Bank’s 
stability task, both the LTV and the DTI can 
be adjusted in a counter-cyclical manner 
to address the time dimension of systemic 
risk.

Furthermore, the Provisions on Preventing 
Overextension of Credit drafted in 2014, 
went into effect on May 1, 2015, for all lo-
cally operating lenders in Curaçao and Sint 
Maarten. These provisions state that a 
lender’s decision to extend credit to a con-
sumer should be based on at least:

i. an acceptance policy approved 
by its highest governing body 
which aims, among other things, 
to prevent overextension of 
credit; and 

ii. a thorough assessment of the 
creditworthiness of the con-
sumer. 

Lenders should obtain sufficient informa-
tion on a consumer’s financial condition 
to assess the consumer’s creditworthi-
ness. Approved credits must be well docu-
mented and must clearly substantiate the 
consumer’s creditworthiness. In addition, 
lenders should take appropriate measures 
to promote responsible credit extension 
practices during the credit relationship 
and consider all other relevant regulations 

(e.g., Article 7A:1614g of the Civil Code29 
and the APR provisions) before extending 
credit.

ANNUAL PERCENTAGE YIELD (APY)

During 2014, the Provisions on the Disclo-
sure of Interest Rates on Deposit Accounts 
(hereafter the “APY provisions”) also were 
drafted and went into effect on May 1, 
2015, for all locally operating lenders in Cu-
raçao and Sint Maarten. These provisions 
replaced those of July 2004 on the Bank’s 
website. These APY provisions were issued 
pursuant to article 2, paragraph 2 of the 
National Ordinance on the Supervision of 
Banking and Credit Institutions 1994 and 
are aimed at providing the public with ad-
equate information on the effective inter-
est rates payable on deposit accounts. In 
addition, the provisions foster transpar-
ency in the local financial market and help 
the public make informed decisions with 
respect to deposit accounts. 

Credit institutions must at least disclose 
the Annual Percentage Yield and Nominal 
Interest Rate of deposit accounts:

i. when advertising these ac-
counts, and

ii. when responding to inquiries30 
from clients and before opening 
an account.

29 The Bank reminds lenders that based on article 7A:1614g, 
paragraph 2 of the Civil Code, credit extension whereby a 
consumer assigns any right beyond 33.33% of the consum-
er’s net monthly wage is not allowed. Moreover, in accor-
dance with article 7A: 1614g, paragraph 4 of the Civil Code, 
any such credit will be deemed null and void.

30  Inquiries made through but not limited to telephone, 
electronic media, and appointments.
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ANNUAL PERCENTAGE RATE (APR)

During 2014, the Provisions on the Disclo-
sure of Pricing Information on Consumer 
Credit (hereafter the “APR provisions”) had 
been drafted and went into effect on May 
1, 2015, for all locally operating credit in-
stitutions in Curaçao or Sint Maarten. The 
APR provisions are aimed primarily at the 
protection of consumers by providing 
them with adequate information to make 
an informed decision when applying for 
consumer credit. These provisions also 
serve to foster transparency in the local fi-
nancial market and provide a uniform APR 
calculation method. The Annual Percent-
age Rate is a rate that equates, on an an-
nual basis, to the present value of all future 
or existing credit commitments (i.e., credit 
drawdowns, repayments, and financial 
charges), agreed upon between the lender 
and the consumer. The APR must be calcu-
lated in accordance with the mathematical 
formula and method set out in the provi-
sions. To accomplish the objectives of the 
APR provisions, lenders are required to 
clearly disclose APR-related information:  

i. when advertising loans; 

ii. when responding to consumers’ 
inquiries on consumer credit; 
and

iii. before extending consumer 
credit.

Furthermore, in 2016, a maximum APR will 
be included in the APR provisions, the level 
of the APR is to be determined by the out-
come of an investigation. The maximum 
APR will apply for all new consumer credit.

 

LIMITS ON FOREIGN EXCHANGE  
POSITIONS

The Bank uses a foreign exchange position 
policy tool to limit the banks’ accumula-
tion of net foreign debt, which might ulti-
mately contribute to a foreign exchange 
crisis. This policy states that banks are 
not allowed to have a negative net foreign 
assets position. Any negative position is 
subject to a penalty equal to the amount 
of the negative position multiplied by the 
Bank's pledging rate.

CAPITAL BUFFER

The Bank regards the capital buffer as the 
main pillar for resiliency. Capital provides 
the institutions with a cushion to absorb 
losses during times of stress. The inter-
national financial crisis showed that insti-
tutions’ capital buffers were neither high 
enough nor solid enough before the crisis 
to withstand significant shocks. In the con-
text of the systemically important banking 
sector, the assessment of the reporting 
institutions’ capital adequacy is based on 
the “International Convergence of Capital 
Measurement and Capital Standards” (“Ba-
sel II”). A financial institution is expected to 
maintain capital commensurate with the 
nature and extent of encountered risks 
and the ability of management to identify, 
measure, monitor, and control these risks. 
The effects of credit, market, and other 
risks on the institutions’ financial condi-
tions are considered when evaluating capi-
tal adequacy. The types and magnitude of 
risks inherent in the banking sector have 
prompted the Bank to require capital lev-
els above the required international regu-
latory minimum. Hence, the Bank applies a 
minimum capital adequacy ratio of 10.5%, 
above the 8.0% Basel II minimum to raise 
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the resilience of the banking institutions in 
periods of stress. 

LIQUIDITY BUFFER

The liquidity buffer is also regarded as es-
sential in absorbing shocks during peri-
ods of stress. The Bank requires financial 
institutions to maintain a surplus liquid-
ity position at all times. The Bank con-
tinuously evaluates the current level and 
prospective sources of liquidity to fund-
ing needs as well as to the adequacy of 
funds management practices relative to 
the institutions’ size, complexity, and risk 
profiles. In general, funds management 
practices should ensure that institutions 
are able to maintain a level of liquidity suf-
ficient to meet their financial obligations 
in a timely manner and fulfill the financing 
needs of the community. Practices should 
reflect the institutions’ ability to manage 
unplanned changes in funding sources as 
well as react to changes in market condi-
tions that affect their ability to quickly 
liquidate assets with minimal loss. In ad-
dition, the Bank requires funds manage-
ment practices ensuring that liquidity is 
not maintained at high cost or through un-
due reliance on funding sources that may 
not be available in times of financial stress 
or adverse changes in market conditions.

CONCENTRATION LIMIT

The Bank deems it important to regulate 
large exposures of credit institutions. Ex-
posure concentrations make a financial 
system vulnerable to shocks, either di-
rectly through balance sheet exposures 
or indirectly through asset fire sales and 
contagion. The core business of a credit in-
stitution is to extend credit to borrowers. 
Therefore, it is important to restrict the 
total amount owed by a single debtor or 

a group of connected debtors to a credit 
institution to avoid overexposure to one 
single entity. Monitoring and controlling 
the exposure of a credit institution is an 
integral part of the Bank’s prudential su-
pervision because excessive exposure to a 
single client or group of connected clients 
might result in an unacceptable degree of 
concentration risk prejudicial to the sol-
vency of a credit institution. 

Concentration limits are a micro-pruden-
tial measure but can also serve as a mac-
roprudential tool to increase the resilience 
of the sector through restricting counter-
party concentration and contagion risk. 
In addition, the Bank can also reduce the 
build-up of vulnerabilities by applying re-
strictions on a sectoral basis to reduce 
banks’ exposures to a particular sector 
and/or asset class.

DOMESTIC SYSTEMIC IMPORTANT 
FINANCIAL INSTITUTIONS

Domestic Systemic Important Institutions 
(D-SIFIs) are financial institutions in our 
jurisdiction that have a significant poten-
tial impact on financial stability in case of 
a failure. To determine if an institution is 
domestic systemically important, the Bank 
uses a number of considerations, includ-
ing:

i. size;

ii. interconnectedness;

iii. financial institution infrastruc-
ture (including considerations 
related to the concentrated na-
ture of the sector); and

iv. complexity (including additional 
complexities from cross-border 
activity).



90

The financial crisis taught us a vital les-
son that moral hazard costs associated 
with direct support and implicit govern-
ment guarantees to financial institutions 
can amplify risk-taking, create competitive 
distortions, abridge market discipline, and 
augment the probability of distress in the 
future. As a result, the costs associated 
with moral hazard add to any direct costs 
of support that may be borne by taxpayers. 
Therefore, the Bank deems it important to 
perform stronger macroprudential super-
vision on the D-SIFIs and, if necessary, to 
impose additional macro-prundential re-
straints, such as additional capital buffers, 
to preserve the financial stability of the 
system.

DEPOSIT INSURANCE SYSTEM

On October 1, 2009, a proposal for the es-
tablishment of a Dutch Caribbean Deposit 
Insurance System for the local banking 
sector of Curaçao, Sint Maarten, and the 
BES islands was presented to the respec-
tive bankers associations. Extensive delib-
erations within the working group resulted 
in a Memorandum of Understanding on 
the Implementation of a Dutch Caribbean 
Deposit Insurance System. This memoran-
dum was signed in the first quarter of 2011 
by the CBCS as the supervisory authority 
for Curaçao and Sint Maarten, the Dutch 
central bank as the supervisory authority 
for the BES islands, and the bankers as-
sociations representing the locally active 
banks on these islands. Some progress 
was made with respect to the drafting of 
the articles of incorporation of the foun-
dation that will operate the deposit insur-
ance fund and synchronization of the legal 
frameworks of the participating Kingdom 
partners on which the Dutch Caribbean 
Deposit Insurance System will be based. 

Participation in the deposit insurance sys-
tem will be mandatory for all domestically 
operating banks in Curaçao, Sint Maarten, 
and the BES islands, including subsidiaries 
or branches of foreign banks and savings 
banks. The maximum amount to be com-
pensated by the deposit insurance system, 
i.e., the insured limit, will be set initially at 
NAf.10.000 per bank client.31 

A proposal for the introduction of a depos-
it insurance system for the credit unions in 
Curaçao and Sint Maarten was presented 
to the association of credit unions on No-
vember 9, 2009, for comments. No com-
ments were provided by October 31, 2012, 
and the ministers of Finance of Curaçao 
and Sint Maarten were informed accord-
ingly. The Ministers of Finance must decide 
how to proceed with the introduction of 
the deposit insurance system for the local 
banks and credit unions of Curaçao and 
Sint Maarten pursuant to article 39, para-
graph 2 of the Banking Supervision Act. 
However, no further formal steps have yet 
been taken.

31 After a five-year period, an evaluation of the financial 
strength of the system will determine whether or not to ad-
just the amount to be compensated.
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The Annual Percentage Rate (APR) indicates the total cost of credit to a consumer over the duration of the credit 
agreement. The APR can be calculated once the payments and drawdowns are known. According to paragraph 6 of 
the APR provisions,1 which went into effect on May 1, 2015, the APR of a credit equates the total present value2 of 
the drawdowns, on the one hand, and the total present value of the repayments and payments of charges, on the 
other hand. This equation can be expressed through the following formula:

EQUATION

 
Where:

• x is the APR, 

• m is the number of the last drawdown,  

• k is the number of a drawdown, thus 1 ≤ k ≤ m,

• Ck is the amount of drawdown k,

• tk is the interval, expressed in years and fractions of a year, between the date of the first drawdown and the 
date of each subsequent drawdown, thus t1 = 0,

• m^'is the number of the last repayment or payment of charges, 

• l is the number of a repayment or payment of charges,

• Dl is the amount of a repayment or payment of charges,

• sl is the interval, expressed in years and fractions of a year, between the date of the first drawdown and the 
date of each repayment or payment of charges.

EXAMPLE

A credit agreement for a total amount of NAf.2,000 is repayable in 24 equal monthly installments. The total amount 
of the credit is drawn down immediately at the conclusion of the agreement. The nominal borrowing rate is 25%, 
and a single sum cost of NAf.550 is payable at the conclusion of the agreement. 

The monthly installment which provides full repayment of the credit is NAf.106.74 (calculated on an annuity basis 
as stated in Appendix I of the APR provisions). The equation becomes:

EQUATION

or

 

resulting in X= 82.9289%, i.e., an APR of 82.9%.

1 The APR provisions are aimed primarily at the protection of con¬sumers by providing them with adequate information to make 
an informed decision when applying for consumer credit. These provisions also serve to foster transparen¬cy in the local financial 
market by providing a uniform APR calculation method.

2 The present value is the value of future cash flows determined at a present date. The present value rule is used to quantify the 
average costs of the consumer credit over the duration of the credit agreement.

BOX III  CALCULATING THE ANNUAL PERCENTAGE RATE
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INTRODUCTION

One of the main tasks of the central bank 
is to promote the safety and soundness of 
the financial system. Supervising the bank-
ing and credit institutions helps to accom-
plish this task and to maintain public trust 
in a well-functioning financial system. 

The banking sector, particularly the local 
commercial sector, plays an essential role 
in the financial development of the coun-
tries of Curacao and Sint Maarten. This 
sector represents approximately 55% of 
the total financial system assets.32 

The first part of this banking sector as-
sessment focuses on the balance sheet 
and income statement33 of both the local34  

32 Financial system assets include assets from commercial 
banks, insurance companies, pension funds, credit unions, 
specialized credit institutions, savings banks, and investment 
institutions.

33 All data for the banks are compiled on a consolidated ba-
sis and in accordance with the IMF Accounting Framework 
and Sectoral Financial Statements.

34 Pursuant to Article 28 of the National Ordinance on the 
Supervision of Banking and Credit Institutions (PB 1994, no. 
4) and under the authority granted to it, the CBCS executed 
an emergency measure on an institution as of December 
2013. As a result, the sector data should be interpreted with 
some caution.

and the international banking sectors. The 
second part consists of a financial stability 
analysis of the local commercial banking 
sector using financial soundness indica-
tors, thus helping the Bank fulfill its man-
date to safeguard the funds of depositors 
and other creditors with these domestic 
financial institutions.

BALANCE SHEET AND 
INCOME STATEMENT

LOCAL COMMERCIAL BANKING 
SECTOR

The total assets of the local commercial 
banks increased by 2.3% during 2015 
compared to 2014, reaching NAf.15.7 bil-
lion. The slight expansion of the aggregate 
balance sheet of the commercial banks 
resulted primarily from increases in cur-
rency and deposits (10.3%) and other as-
sets (19.8%). The increase in currency and 
deposits was caused by a rise in both non-
interest-bearing cash (7.7%) and interest-
bearing cash (11.8%). However, these in-
creases were mitigated by contractions in 
loans (-0.2%), investments (-8.1%), invest-

BANKING
SECTOR 
ASSESSMENT
LOCAL COMMERCIAL AND
INTERNATIONAL BANKING SECTOR

7
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ments in unconsolidated subsidiaries and 
affiliates (-1.4%), and nonfinancial assets 
(-2.8%). The decline in investments was 
caused by a drop in both debt securities 
(-4.0%) and shares & other equity (-19.3%). 
Furthermore, the declines in loans to 
agencies and institutions (-24.3%) and oth-
er loans (-6.6%) were the primary reason 
for the contraction in total loans, mitigated 
mainly by expansions in loans to nonfinan-
cial corporations (0.2%) and households 
(0.1%) (See Table 26 in Appendix IV for 
a more detailed look at the commercial 
banks’ aggregate balance sheet.)

The total debt of the commercial banks in-
creased by 2.2% from the end of 2014 to 
the end of 2015, with increases in curren-
cy and deposits (1.4%), total borrowings 
(35.9%), and other liabilities (16.9%). The 
increase in currency and deposits can be 
attributed to the rise in demand (1.1%) and 
savings deposits (3.6%), while time depos-
its contracted (-1.0%). As a result, the share 
of interest-bearing deposits to total depos-
its increased slightly, putting pressure on 
the commercial banks’ efforts to preserve 
their net interest margin. Last, capital and 
reserves increased by 3.5% with the capi-
tal base (5.2%) the main contributor to this 
expansion.

The commercial banks reported a total 
gross income (i.e., net interest income plus 
noninterest income) of NAf.820.2 million 
in 2015, an 8.2% decrease compared to 
2014. Decreases in both interest income 
(-4.6%) and noninterest income (-9.8%), 
combined with an increase in interest ex-
penses (8.8%), contributed to the decline 
in gross income. Furthermore, noninterest 
expenses remained about the same (0.2%) 
because the increase in other operating 
expenses (9.6%) was offset by a decline 

in salaries & other employee expenses 
(-2.7%) and occupancy expenses (-6.3%). 
In addition, provisions declined by 36.7% 
from the end of 2014 to the end of 2015. As 
a result, net income before extraordinary 
items and taxes declined by 24.3%, reach-
ing NAf.159.1 million in 2015. Further-
more, extraordinary items increased from 
NAf.15.7 million in 2014 to NAf.54.4 mil-
lion in 2015, while income tax decreased 
by 8.5%, resulting in a 5.0% decrease in the 
net income after tax. Last, the dividends 
payable remained equal. As a result, re-
tained earnings decreased from NAf.125.3 
million in 2014 to NAf.115.6 million in 2015 
(-7.7%). (See Table 27 in Appendix IV for 
a detailed breakdown of the commercial 
banks’ aggregate income statement.)

INTERNATIONAL BANKING SECTOR

The total assets of the international banks 
reached NAf.48.7 billion at the end of 2015, 
a 7.9% decrease compared to 2014. The 
contraction of the aggregate balance sheet 
of the international banks resulted primar-
ily from declines in currency and deposits 
(-17.0%) and other assets (-34.0%). Non-in-
terest-bearing cash (-55.2%) was the main 
contributor to the decline in currency and 
deposits, offset in part by an expansion in 
interest-bearing cash (23.5%). However, 
these declines were mitigated mainly by 
an expansion in investments (8.9%) as 
both shares and other equity (3.7%) and 
debt securities (26.3%) increased (See Ta-
ble 28 in Appendix IV for a more detailed 
look at the international banks’ aggregate 
balance sheet.)

The total debt of the international banks 
declined by 8.3% from the end of 2014 to 
the end of 2015, with decreases in currency 
and deposits (-11.5%) and other liabilities 
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(-33.7%) exceeding the rise of total borrow-
ings (18.0%) and interbank funds bought. 
The decrease in currency and deposits can 
be attributed entirely to the drop in time 
deposits (-37.2%), while demand (12.3%) 
and savings deposits (3.1%) expanded. As 
a result, the share of interest-bearing de-
posits to total deposits decreased in 2015 
by 13.2 percentage points compared to 
2014, easing the pressure on the banks’ 
efforts to preserve their net interest mar-
gin. In addition, the shift from long-term 
to short-term debt financing improves 
the maturity matching of the international 
banks. Last, capital and reserves declined 
by 3.9% due to a decline in the capital base 
(-4.3%), mitigated by an expansion in gen-
eral provisions (2.5%).

The international banks reported a total 
gross income (i.e., net interest income plus 
non-interest income) of NAf.1.6 billion in 
2015, an increase of 0.3% compared to 
2014. This marginal rise was caused by an 
increase in interest income (13.4%), miti-
gated by an expansion in interest expens-
es (18.0%) and a contraction in noninterest 
income (-7.9%). Furthermore, noninterest 
expenses decreased (-9.9%), attributable 
mainly to a decrease in other operating ex-
penses (-14.6%). Together with an almost 
doubling of the provisions, from NAf.124.2 
million at the end of 2014 to NAf.240.4 
million at the end of 2015, the net income 
before extraordinary items and taxes de-
clined by 2.9%, reaching NAf.459.0 million 
in 2015. In addition, extraordinary items 
decreased from NAf.10.1 million in 2014 to 
NAf.-19.3 million in 2015 and income tax 
by 25.6%, contributing to a 6.9% deteriora-
tion in the net income after tax reaching 
NAf.399.8 million. Moreover, as dividends 
payable remained almost equal, retained 
earnings decreased by 8.2%, totaling 

NAf.366.6 million in 2015 (See Table 29 in 
Appendix IV for a detailed breakdown of 
the international banks’ aggregate income 
statement.)

FINANCIAL SOUNDNESS 
INDICATORS

Financial soundness indicators (FSIs) are 
used by the Bank to support macropruden-
tial analysis, which assesses the strengths 
and vulnerabilities of the financial sector. 
This monitoring task is part of the Bank’s 
continuing efforts to proactively under-
take preemptive measures to structurally 
enhance the resilience of the financial sys-
tem and its institutions against shocks and 
thus promote growth and macroeconomic 
stability. Ensuring financial stability and 
calling upon a macroprudential strategy 
involves integration with traditional micro-
prudential supervision of institutions and 
monetary policy.

An overview of financial stability in the 
commercial banking sector is represented 
in a cobweb, a snapshot of the compo-
nents analyzed in the next section (see 
Graph 13). Movements away from the cen-
tre of the diagram represent an increase in 
financial stability risks, while movements 
towards the centre of the diagram repre-
sent a reduction in risks. The cobweb is cal-
ibrated using international benchmarking, 
supervisory standards, and trend analysis. 
The risk in capital adequacy, asset quality, 
and liquidity & funding remained stable at 
the end of 2015 compared to 2014, while 
earnings & profitability and sensitivity to 
market risk increased.

This overview is complemented by the ag-
gregate balance sheet, aggregate income 
statement, and financial soundness in-
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Asset quality

Capital adequacy

Liquidity & funding
Earnings & 
pro tability

Sensitivity to market 
risk

2013 2014 2015

dicators.35 As can be seen from Table 30, 
more than half of the indicators underper-
formed the four-year quarterly average.

CAPITAL ADEQUACY

Capital adequacy and availability ultimate-
ly determines the robustness of financial 
institutions to withstand shocks to their 
balance sheets. Capital provides not only 
a cushion for losses, but also a buffer for 
deposit insurance, while controlling exces-
sive risk-taking by banks. The capital ad-
equacy ratio (i.e., tier-1 and tier-2 capital 
to risk-weighted assets) reached 13.9% at 
the end of 2015, a decrease of 70 basis 
points compared to the end of 2014. Al-

35 All indicators for the commercial banks are compiled on a 
consolidated basis and in accordance with the IMF guidelines 
and principles. They include both the core and the encour-
aged set of indicators defined by the IMF.

though the capital adequacy ratio slightly 
underperformed the four-year quarterly 
average, a rather stable trend in the capi-
tal stock of the commercial banks is noted. 
Furthermore, the capital adequacy ratio 
is still well above the benchmark of 8% 
called for in the Basel II agreement and 
the Bank’s own benchmark of 10.5% (see 
Graph 14). The financial leverage ratio (i.e., 
tier-1 and tier-2 capital to total assets) re-
mained stable at 9.2% at the end of 2015. 
Last, the NPL36 (net of provisions) to capi-
tal ratio increased from 42% at the end of 
2014 to 46% at the end of 2015, slightly 
above the 4-year quarterly average of 45%. 
This level reflects a significant exposure of 
the banks’ capital to credit risk and under-
scores the importance of banks increas-
ing their capacity to withstand losses from 

36 Nonperforming loans.

Graph 13 Financial stability cobweb of commercial banking sector
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nonperforming loans. The Bank monitors 
this development closely since it indicates 
vulnerabilities in the capital adequacy aris-
ing from credit risk. In conclusion, the risk 
in capital adequacy remained stable in 
2015 compared to the previous years.

ASSET QUALITY

The banks’ exposure to credit risk is also 
reflected in the NPL to total gross loans ra-
tio. This ratio increased from 11.0% at the 
end of 2014 to 11.3% at the end of 2015, 
indicating a slight deterioration of the as-
set quality in the loan portfolio of the 
commercial banks. The ratio still slightly 
outperformed the four-year quarterly av-
erage, indicating a rather stable develop-
ment in the asset quality of the commer-
cial banks. In addition, the provisions to 
NPL ratio of the banks remained more or 
less equal, decreasing by 40 basis points 
to 38% at the end of 2015, outperform-
ing the four-year quarterly average. This 
development indicates that the banks are 

starting to abandon their reserved atti-
tude towards precautionary measures to 
cover their credit risk, increasing their abil-
ity to withstand possible macroeconomic 
shocks. The share of foreign currency loans 
in gross loans showed a similar develop-
ment, deceasing slightly by 20 basis points 
to 45% at the end of 2015. Furthermore, 
the ratio of foreign currency-denominat-
ed liabilities to total liabilities decreased 
by 100 basis points to 53% at the end of 
2015, underscoring the banks’ reliance on 
foreign currency. Last, the large exposures 
of loans, leases, and advances to capital 
ratio increased from 261% at the end of 
2014 to 275% at the end of 2015. The Bank 
monitors this ratio closely since it indicates 
vulnerabilities arising from concentration 
risk. In conclusion, the risk in asset quality 
remained rather stable in 2015 compared 
to the previous years.

 Graph 14 Trend analysis of the capital adequacy ratio
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EARNINGS & PROFITABILITY

The banking sector’s efficiency in using 
its assets deteriorated, with the return on 
assets ratio reaching 1.0% at the end of 
2015, 30 basis points lower than in 2014. 
The deposit takers’ efficiency in using their 
capital (i.e., return on equity ratio) devel-
oped similarly, decreasing by 2.8 percent-
age points to 11.2% at the end of 2015. The 
spread between lending and deposit rates 
decreased slightly by 30 basis points to 
5.7% at the end of 2015. This decrease in 
the spread can be explained by a slight de-
crease in the lending rate. With respect to 
efficiency, the ratio of personnel expenses 
to noninterest expenses decreased by 2.0 
percentage points to 56% at the end of 
2015, slightly below the four-year quarter-
ly average. Furthermore, the banks were 
not able to maintain their efficiency in the 
use of their resources with regard to oper-
ational expenses as the share of noninter-
est expenses in gross income increased by 
6.3 percentage points to 76% at the end of 
2015. This decrease in the banks’ efficiency 
will put pressure on their profitability. In 
addition, the share of net interest earnings 
(i.e., interest earned less interest expens-
es) in gross income increased from 64% at 
the end of 2014 to 66% at the end of 2015, 
slightly above the four-year quarterly aver-
age. The value of this ratio indicates that 
the banks maintained their diversification 
among sources of income, making it easier 
to withstand shocks. Last, aside from the 
abovementioned financial soundness indi-
cators, the risk in the earnings and profit-
ability of the banks also can be illustrated 
through their operational income. In 2015, 
the banks’ net operational income con-
tinued its decreasing trend, declining by 
NAf.51.2 million compared to 2014, reach-
ing NAf.159.1 million. This is NAf.123.8 

million lower than the operational income 
recorded in 2013. In conclusion, the risk in 
earnings & profitability increased in 2015 
compared to 2014.

LIQUIDITY & FUNDING

The ample liquidity of the banking sector 
showed an increase in 2015, reflecting the 
strength of the sector to withstand shocks 
to its balance sheets. The liquid assets 
to total assets ratio increased from 27% 
at the end of 2014 to 31% at the end of 
2015, above the four-year quarterly aver-
age. This level reflects the banks’ ability to 
meet expected and unexpected demands 
for cash. Furthermore, the liquid assets 
to short-term liabilities ratio increased by 
2.7 percentage points to reach 41% at the 
end of 2015, preserving the mismatch be-
tween the banks’ short-term assets and 
liabilities. This development captures the 
extent to which the banks can meet short-
term withdrawals of funds without facing 
liquidity problems. Last, the total deposits 
to total loans ratio remained relatively sta-
ble at 141% at the end of 2015, indicating a 
high degree of stable funding (i.e., custom-
er deposits) to illiquid assets (i.e., loans). 
The level of this indicator points to stable 
depositor and investor confidence in the 
long-term viability of the banking sector 
and diminishing potential liquidity stress. 
Therefore, the risk in liquidity & funding 
remained stable in 2015 compared to the 
previous years.

SENSITIVITY TO MARKET RISK

The net interest margin (i.e., the differ-
ence between the gross earning assets 
yield and the break- even yield) decreased 
from 4.7% at the end of 2014 to 4.0% at 
the end of 2015. This development can be 
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explained by a decreasing lending rate, 
while the funding rate remained relative-
ly stable. From a long-term perspective, 
both the lending and funding rates show 
a downward trend, with the lending rate 
showing the more pronounced decline. 
This trend will cease once credit demand 
picks up. Furthermore, when the excess 
liquidity is driven back, the funding rate 
in particular will experience a turnaround 
signifying increased pressure on the net 
interest margin in the coming years. The 
mismatch between the asset and liability 
positions of foreign currency at the com-
mercial banks deteriorated, with the net 
open position in foreign exchange to capi-
tal ratio increasing from 51% at the end of 
2014 to 70% at the end of 2015, above the 
four-year quarterly average. This develop-

ment, which caused a turning point in the 
decreasing trend of the last three years, 
indicates a weakening in the banks’ sensi-
tivity to market risk, increasing their expo-
sure to exchange rate risk. The total for-
eign exposure relative to the banks’ capital 
position (i.e., the net foreign assets to total 
capital ratio) increased by 31.9 percentage 
points to 109% at the end of 2015, putting 
pressure on the banks’ ability to withstand 
shocks from foreign markets. Therefore, 
sensitivity to market risk increased in 2015 
compared to the previous years.

Size:     155x65 mm
Printed by:   American Bank Note Co. USA
Date printed:    1928
Date of introduction :   1929
Rarity:     common

Due to the occupation of the Netherlands by the Germans, the Bank 
ordered new bank notes from the American Bank Note Company in New 
York.  The intention was to have an unchanged reprint of the 1930/1939 
issue. The ABNC had to engrave the emblematic Dutch Maiden anew and 
in the process, the Maiden clearly lost some of her robustness and was 
also dressed in somewhat more tropical attire.
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2012 2013 2014 2015

Assets 

I Nonfinancial assets 393.8 426.9 395.7 384.4

II
Financial assets (III through 

VII)
14,812.3 15,107.3 14,919.5 15,289.4

III Currency and deposits 4,166.6 4,577.6 4,262.9 4,700.2

(i) Non-interest-bearing cash 1,436.2 2,116.7 1,645.3 1,772.6

(ii) Interest-bearing cash 2,730.5 2,460.9 2,617.6 2,927.6

IV Loans 8,778.4 8,857.7 8,901.0 8,885.2

(i) Interbank loans 12.5 0.3 0.0 0.0

(ii) Central Bank - - - -

(iii) General government 0.1 0.1 0.0 11.6

(iv) Agencies and institutions 53.5 55.8 85.2 64.6

(v) Other financial corporations 24.8 13.4 15.5 14.4

(vi) Nonfinancial corporations 4,824.9 4,857.2 4,783.5 4,791.9

(vii) Households 3,654.4 3,729.5 3,736.6 3,741.1

(viii) Other 208.3 201.4 280.2 261.6

V Investments 1,434.5 1,245.0 1,315.2 1,208.1

(i) Debt securities 1,048.4 894.3 959.4 920.8

(ii) Shares and other equity 386.0 350.7 355.8 287.3

VI
Investments in unconsolidat-

ed subsidiaries and affiliates
93.6 84.8 149.5 147.4

VII Other assets 339.2 342.2 291.0 348.6

VIII Total assets (= I + II) 15,206.1 15,534.2 15,315.2 15,673.9

Table 26 Aggregate balance sheet of the commercial banks (in millions NAf.)

APPENDIX IV
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2012 2013 2014 2015

Liabilities

IX Currency and deposits 12,885.1 13,087.0 13,040.9 13,227.1

(i) Total demand deposits 6,150.1 6,575.8 6,374.3 6,443.3

(ii) Total savings deposits 3,194.7 3,227.2 3,966.4 4,110.6

(iii) Total time deposits 3,540.3 3,284.0 2,700.1 2,673.3

X Total borrowings 20.0 143.4 56.4 76.7

XI Other liabilities 525.9 500.2 553.0 646.5

XII Total debt (= IX + X + XI) 13,430.9 13,730.6 13,650.3 13,950.2

XIII Capital and reserves 1,775.2 1,803.6 1,664.9 1,723.6

(i) Capital 1,466.0 1,455.6 1,347.4 1,417.4

(ii) Minority interest 10.2 11.3 11.4 11.5

(iii) Subordinated debentures - - - -

(iv) General provisions 299.0 336.7 306.1 294.7

XIV
Total liabilities and capital      

(= XII + XIII)
15,206.1 15,534.2 15,315.2 15,673.9

Table 26 Aggregate balance sheet of the commercial banks (in millions NAf.) cont.
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2012 2013 2014 2015

I Interest income 714.0 710.0 677.2 645.8

II Interest expense 121.3 114.4 109.4 119.1

III
Net interest income 

(= I minus II)
592.7 595.5 567.8 526.8

IV Noninterest income 325.1 338.0 325.3 293.4

V Gross income (= III + IV) 917.8 933.5 893.1 820.2

VI Noninterest expenses 601.4 619.9 621.0 621.9

(i) Salaries & other employee 

expenses
343.4 352.1 360.9 351.3

(ii) Occupancy expenses 100.1 91.6 90.9 85.2

(iii) Other operating expenses 157.8 176.1 169.2 185.4

VII Provisions 86.3 30.8 61.8 39.1

VIII

Net income (before extraordi-

nary items and taxes) 

(= V minus (VI + VII))

230.1 282.9 210.3 159.1

IX Extraordinary items 28.3 -0.7 15.7 54.4

X Income tax 36.9 35.6 33.4 30.6

XI
Net income after tax

 (= VIII minus (IX + X))
221.5 246.6 192.6 182.9

XII Dividends payable 97.8 105.8 67.3 67.3

XIII
Retained earnings                     

(= XI minus XII)
123.7 140.8 125.3 115.6

Table 27 Aggregate income statement of the commercial banks (in millions NAf.)
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Table 28 Aggregate balance sheet of the international banks (in millions NAf.)

2012 2013 2014 2015

Assets 

I Nonfinancial assets 191.4 173.0 186.7 156.8

II Financial assets (III through VI) 47,545.2 49,236.4 52,691.2 48,549.2

III Currency and deposits 25,586.1 22,878.3 26,080.2 21,652.0

(i) Non-interest-bearing cash 9,147.5 10,272.4 13,409.2 6,000.9

(ii) Interest-bearing cash 16,438.6 12,605.9 12,671.0 15,651.1

IV Loans 14,249.7 14,763.9 15,214.1 15,243.9

V Investments 6,496.8 9,946.9 9,622.6 10,482.5

(i) Debt securities 1,202.3 1,462.9 2,238.2 2,827.6

(ii) Shares and other equity 5,294.5 8,484.0 7,384.4 7,654.8

VI Other assets 1,212.6 1,647.3 1,774.4 1,170.8

VII Total assets (= I + II) 47,736.6 49,409.4 52,877.9 48,706.0
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2012 2013 2014 2015

Liabilities

VIII Currency and deposits 30,816.2 31,994.9 41,100.5 36,385.4

(i) Total demand deposits 20,054.7 20,006.6 20,233.9 22,724.8

(ii) Total savings deposits 1,566.3 1,243.7 1,400.6 1,444.4

(iii) Total time deposits 9,195.2 10,744.6 19,466.0 12,216.2

IX Total interbank funds - bought 4,175.0 5,913.1 34.1 136.8

X Total borrowings 6,323.0 5,126.2 5,452.5 6,434.0

XI Other liabilities 745.9 690.5 999.0 662.5

XII Total debt (= VIII + IX + X + XI) 42,060.2 43,724.7 47,586.1 43,618.6

XIII Capital and reserves 5,676.4 5,684.8 5,291.9 5,087.4

(i) Capital 5,412.4 5,401.7 4,977.1 4,763.2

(ii) Minority interest 0.0 0.0 0.0 2.0

(iii) Subordinated debentures 24.1 11.6 11.6 11.6

(iv) General provisions 239.9 271.5 303.2 310.6

XIV
Total liabilities and capital 

(= XII + XIII)
47,736.6 49,409.4 52,877.9 48,706.0

Table 28 Aggregate balance sheet of the international banks (in millions NAf.) cont.
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2012 2013 2014 2015

I Interest income 963.3 1,055.4 1,018.8 1,154.9

II Interest expense 339.9 334.6 335.0 395.2

III
Net interest income

 (= I minus II)
623.4 720.8 683.8 759.6

IV Noninterest income 1,003.5 869.2 893.3 822.4

V Gross income (= III + IV) 1,626.8 1,590.0 1,577.1 1,582.0

VI Noninterest expenses 953.1 952.6 980.0 882.6

(i) Salaries & other employee 

expenses
439.2 379.8 368.0 355.0

(ii) Occupancy expenses 98.0 86.3 86.2 78.3

(iii) Other operating expenses 415.9 486.5 525.8 449.3

VII Provisions 78.6 160.7 124.2 240.4

VIII

Net income (before extraordi-

nary items and taxes) 

(= V minus ( VI + VII))

595.1 476.7 472.9 459.0

IX Extraordinary items 176.0 -49.0 10.1 -19.3

X Income tax 58.1 47.5 53.6 39.9

XI
Net income after tax 

(= VIII minus (IX + X))
713.0 380.1 429.3 399.8

XII Dividends payable 3.0 2.0 30.0 33.1

XIII
Retained earnings                      

(= XI minus XII)
710.0 378.1 399.3 366.6

Table 29 Aggregate income statement of the international banks (in millions NAf.)
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Table 30 Financial soundness indicators (in %; end of period)

2012 2013 2014 2015
4-Yr 

Avg.*

Capital adequacy

Capital adequacy ratio 13.9% 15.8% 14.6% 13.9% 14.6%

Core capital adequacy ratio 12.9% 13.0% 12.8% 13.6% 13.1%

Capital to assets 10.2% 10.9% 9.2% 9.2% 9.9%

NPL net of provisions to capital 47% 45% 42% 46% 45%

Asset quality

NPL to total gross loans 11.3% 11.9% 11.0% 11.3% 11.4%

Provisions to NPL 29% 32% 39% 38% 34%

Foreign currency-denominated loans to 

total loans
46% 46% 46% 45% 45%

Foreign currency-denominated liabilities 

to total liabilities
54% 55% 54% 53% 54%

Large exposures to capital 282% 269% 261% 275% 272%

Earnings & profitability

Return on assets 1.5% 1.8% 1.3% 1.0% 1.4%

Return on equity 14.7% 16.7% 14.0% 11.2% 14.1%

Interest margin to gross income 65% 64% 64% 66% 65%

Noninterest expenses* to gross income 66% 66% 70% 76% 69%

Personnel expenses to noninterest 

expenses**
57% 57% 58% 56% 57%

Spread between lending and deposit 

rates
6.6% 6.7% 6.0% 5.7% 6.2%

* 4-year quarterly average

** Noninterest expenses = operational expenses

Performed better than the 4-year quarterly average

Performed worse than the 4-year quarterly average
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Table 30 Financial soundness indicators (in %; end of period) cont.

2012 2013 2014 2015
4-Yr 

Avg.*

Liquidity & funding

Liquid assets to total assets 27% 30% 27% 31% 29%

Liquid assets to short-term liabilities 36% 39% 39% 41% 39%

Total deposits to total loans 141% 141% 140% 141% 141%

Sensitivity to market risk

Net interest margin 4.8% 4.9% 4.7% 4.0% 4.6%

Net open position in foreign exchange 

to capital
77% 60% 51% 70% 65%

Net foreign assets to total capital 84% 73% 77% 109% 86%

Performed better than the 4-year quarterly average

Performed worse than the 4-year quarterly average
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Since the financial crisis, policymakers around the 
world have recognized the importance of enhancing 
financial education, literacy, and inclusion. These are 
necessary requirements for a stable social and eco-
nomic development and a sound financial system. 
The aim of financial education is to bridge the gap 
in financial knowledge between service providers 
and service receivers, thereby improving the level of 
consumers’ financial literacy. Financial inclusion is de-
fined by the Organization for Economic Co-operation 
and Development (OECD) as guaranteeing all seg-
ments of society access to suitable financial products 
and services at affordable costs and in a fair, respon-
sible, and transparent manner by formal financial in-
stitutions. Financial education and access to financial 
markets and services should happen simultaneously 
because financial inclusion without the proper edu-
cation is risky. The financially illiterate can easily be-
come victim of predatory lending and over-indebted 
shortly after entering into the formal financial sys-
tem. For an individual, failure to use credit wisely can 
foreclose opportunities and result in future financial 
distress. For a country, systemic breakdowns in the 
credit process create problems that slow down real 
economic growth.

For the most part, the financially excluded are  people 
deterred from using formal financial services due to: 
(1) low and irregular earnings; (2) lack of employment 

and education; and (3) hassles related to opening a 
bank account. Generally, financial exclusion is related 
to income inequality, poverty, and social exclusion. 
Without access to the formal banking sector, these 
people have limited access to low-cost credit, forc-
ing them to rely on informal sources to finance their 
personal, health, and income-linked necessities. Very 
little data are available on financial inclusion for the 
countries of Curacao and Sint Maarten. However, in 
terms of the geographical outreach of financial ser-
vices, a world development indicator can be used, 
namely, the number of commercial bank branches 
per 100,000 adults.1 This indicator is derived from 
the World Bank Global Financial Inclusion Database. 
As can be seen from the graph, Curacao and Sint 
Maarten (25.5)2 rank well in the area of financial in-
clusion; they outperform their peers in the Caribbean 
(9.5) and compared to the world average (13.5). 

1 Commercial bank branches are retail locations of resident 
commercial banks that provide financial services to custom-
ers and are physically separated from the main office but not 
organized as legally separated subsidiaries.

2 Curacao had an index of 23.5 while Sint Maarten had a 
higher index of 33.5. The main reason for this deviation 
is that most of the regional (head) offices are located in 
Curacao, and Sint Maarten’s population is only one-quarter 
the population of Curacao.

BOX IV  PROMOTING FINANCIAL INCLUSION

Commercial bank branches (2014)

*Caribbean small states include Antigua and Barbuda, The Bahamas, Barbados, Belize, Guyana, Suriname, 
Dominica, Grenada, Jamaica, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines, and Trinidad and 
Tobago.
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Promoting financial inclusion is a shared responsibil-
ity of the government, consumer groups, financial 
institutions, and the central bank. To improve finan-
cial inclusion, it’s crucial to develop strategies that 
tackle supply-side (service providers) barriers.3 Finan-
cial service providers need to adjust their standards 
and incentive systems to include fair, responsible, 
and transparent business practices, such as offering 
products and services that the financially excluded 
need. Conducive to a successful inclusion program 
are a proper financial regulatory framework and fi-

3 Addressing the demand-side barriers includes educating 
and changing the attitude of the financially excluded.

nancial consumer protection policies. Therefore, as 
a regulator, the Bank helps by monitoring financial 
institutions’ compliance with rules and regulations 
requiring them to offer credit and other financial ser-
vices legally, fairly, and impartially. For example, the 
Bank introduced two new regulations in 2015 aimed 
at protecting consumers by providing them with ade-
quate information to make informed decisions when 
applying for consumer credit and preventing con-
sumers from being overextended with credits.
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INTRODUCTION

One of the main tasks of the central bank 
is to promote the safety and soundness of 
the financial system. Supervising the insur-
ance companies contributes to this task 
and helps maintain public trust in a well-
functioning financial system. 

The insurance sector plays an important 
role in the financial development of the 
countries of Curacao and Sint Maarten. 
This sector represents approximately 12% 
of the total financial system assets.37

The first part of this assessment focuses 
on the balance sheet and income state-
ments38 of both the local and the inter-
national insurance sectors, making a 
distinction between the life and nonlife 
subsectors. The second part of this as-
sessment consists of a financial stability 

37 Financial system assets include assets from commercial 
banks, insurance companies, pension funds, credit unions, 
specialized credit institutions, savings banks, and investment 
institutions.

38 All data for the insurance companies are compiled on a 
consolidated basis.

analysis of the local insurance sector using 
financial soundness indicators, which help 
the Bank fulfill its mandate to safeguard 
the insurance companies. 

The insurance sector assessment is based 
on 2014 data. According to current legis-
lation, insurance companies must sub-
mit their data within six months after the 
end of the reporting year. This stipulation 
means that most data are received after 
the Bank has published its annual report.  
An updated assessment based on the 
2015 data will be included in the Bank’s 
Financial Stability Report later in the year.

  
BALANCE SHEET AND 
INCOME STATEMENT

LOCAL INSURANCE SECTOR

Local nonlife insurance subsector

The total assets of the local nonlife insur-
ance companies reached NAf.609.3 million 
at the end of 2014, a 9.2% increase com-
pared to total assets in 2013. The expan-

INSURANCE
SECTOR 
ASSESSMENT
LOCAL AND INTERNATIONAL  
INSURANCE SECTOR

8
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sion of the aggregate balance sheet of the 
nonlife insurance companies can be attrib-
uted to the rise in investments (23.6%) and 
current assets (14.1%), while other assets 
contracted (-75.4%). The increase in other 
loans (136.7%) was the primary reason for 
the expansion in total investments. The 
composition of the investment portfolio 
of the local nonlife insurance companies is 
shown in Graph 15.  (See Table 31 in Ap-
pendix V for a more detailed look at the ag-

gregate balance sheet of the local nonlife 
insurance companies.)

The expansion of the total equity, provi-
sions, and liabilities of the nonlife insur-
ance companies resulted primarily from 
increases in current liabilities (36.6%) and 
capital and surplus (5.8%), mitigated by a 
decrease in provisions for insurance obli-
gations (-4.3%). The increase in the capital 
and surplus can be attributed entirely to 
the increase in the surplus (13.2%). 

Graph 15 Composition of the investment portfolio of the local nonlife insurance 
      companies
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The local nonlife insurance companies re-
ported a total gross income of NAf.246.2 
million in 2014, an increase of 2.1% com-
pared to 2013. This expansion resulted 
from an increase in net earned premi-
ums (2.1%). Total expenses remained al-
most the same, increasing slightly from 
NAf.241.8 million in 2013 to NAf.242.8 
million in 2014 (0.4%). These mutations re-
sulted in an underwriting result of NAf.3.4 
million at the end of 2014, an increase of 
NAf.4.1 million compared to 2013. The net 
investment income earned and capital 
gains or losses increased by 69.3%, reach-
ing NAf.20.9 million at the end of 2014. In 
contrast, extraordinary items decreased 
from NAf.5.1 million in 2013 to NAf.0.1 mil-
lion in 2014. As a result, the net operational 
result before taxes amounted to NAf.26.6 
million, a 29.5% increase compared to 
2013. Furthermore, lower corporate taxes 
incurred and lower net unrealized gains or 
losses resulted in an increase in net profit 
from NAf.14.5 million in 2013 to NAf.29.8 
million in 2014 (104.6%), almost equal to 
the net profit in 2012. (See Table 32 in Ap-
pendix V for a detailed breakdown of the 
local nonlife insurance companies’ aggre-
gate income statement.)

Local life insurance subsector

The total assets of the local life insur-
ance companies increased by 8.2% in 
2014 compared to 2013, reaching NAf.2.8 
billion. The expansion of the aggregate 
balance sheet of the local life insurance 
companies resulted primarily from expan-
sions in investments (16.0%) and current 
assets (26.6%), mitigated by a contraction 
in other assets (-96.2%). The increase in 
investments can be attributed almost en-
tirely to an increase in other loans (90.3%). 
(See Graph 16 for the composition of the 

investment portfolio).  (See Table 33 in Ap-
pendix V for more details.)

The increase in total equity, provisions, and 
liabilities of the local life insurance com-
panies in 2014 was attributable mainly to 
expansions in capital and surplus (11.3%), 
provisions for insurance obligations 
(3.9%), and current liabilities (146.8%). The 
increase in capital and surplus can be at-
tributed entirely to an increase in the sur-
plus (15.2%). The increase in net technical 
provisions for life insurances (3.8%) pri-
marily caused the expansion in provisions 
for insurance obligations.

The local life insurance companies report-
ed a total gross income of NAf.342.7 mil-
lion in 2014, a decrease of 2.4% compared 
to 2013. The decrease in “premiums and 
other policy considerations” (-3.9%) was 
the primary reason for the contraction in 
gross income, mitigated by an increase in 
“net investment income and realized capi-
tal gains and losses” (3.9%). The total ex-
penses decreased from NAf.303.0 million 
in 2013 to NAf.293.8 million in 2014 (-3.0%), 
attributable mainly to a decrease in provi-
sions for insurance obligations (-17.9%). 
As a result, the net operational result be-
fore corporate taxes and net results from 
separate accounts decreased by only 40 
basis points to NAf.47.0 million. Last, due 
to a net unrealized gain of NAf.6.0 million, 
the net profit of the local life insurance 
companies increased by 35.8% to NAf.53.2 
million in 2014. (See Table 34 in Appendix  
V for more details.)
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INTERNATIONAL INSURANCE  
SECTOR

International nonlife insurance  
subsector

The total assets of the international nonlife 
insurance companies decreased by 17.5%, 
reaching NAf.3.0 billion at the end of 2014 
because of contractions in all main asset 

classes, particularly investments. The de-
clines in other loans (-11.2%) and other 
investments (-69.0%) were the primary 
reason for the contraction in total invest-
ments, mitigated mainly by an expansion 
in bonds and other fixed income securities 
(7.6%). The composition of the investment 
portfolio of the international nonlife in-
surance companies is shown in Graph 17.  
(See Table 35 in Appendix V for the inter-

Graph 16 Composition of the investment portfolio of the local life insurance   
      companies
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national nonlife insurance companies’ ag-
gregate balance sheet.)

The contraction of the total equity, provi-
sions, and liabilities of the international 
nonlife insurance companies resulted 
primarily from decreases in capital and 
surplus (-27.2%) and provisions for insur-
ance obligations (-5.3%). The decrease 
in the capital and surplus can be attrib-

uted entirely to the decrease in the sur-
plus (-34.4%), because capital increased 
(1.3%). Net unearned premium provisions 
(-20.9%) and net claim provisions (-15.3%) 
were the primary reason for the contrac-
tion in provisions for insurance obliga-
tions, while other technical provisions ex-
panded (3.4%). 

The international nonlife insurance com-

Graph 17 Composition of the investment portfolio of the international nonlife   
      insurance companies
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panies reported a total gross income of 
NAf.698.7 million in 2014, a 1.7% decrease 
compared to 2013. This contraction result-
ed mostly from a decrease in net earned 
premiums (-1.3%). Total expenses con-
tinued its decline, contracting by 22.0% 
to NAf.430.9 million in 2014, attributable 
mainly to decreases in net claims incurred 
(-27.0%) and net other expenses incurred 
(-96.2%), mitigated by an increase in 
net changes in various other provisions 
(61.1%). These mutations resulted in an 

underwriting result of NAf.267.7 million in 
2014, a 69.1% increase compared to 2013. 
The net investment income earned and 
capital gains or losses decreased by 47.9%, 
reaching NAf.28.1 million in 2014, while 
other results decreased from NAf.11.8 mil-
lion in 2013 to NAf.-30.3 million in 2014. 
In contrast, extraordinary items increased 
from NAf.-8.9 million in 2013 to NAf.14.7 
million in 2014. As a result, the net op-
erational result before taxes amounted 
to NAf.280.3 million in 2014, a 30.3% in-

Graph 18 Composition of the investment portfolio of the international life   
      insurance companies
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crease compared to 2013. Furthermore, 
corporate tax rebates were offset by lower 
net unrealized gains or losses, resulting in 
a net profit of NAf.270.0 million in 2014, 
9.3% higher than in 2013. (See Table 36 
in Appendix V for the aggregate income 
statement for the international nonlife in-
surance companies.)

International life insurance subsector

The total assets of the international life in-
surance companies decreased by 9.5% in 
2014 compared to 2013, reaching NAf.26.0 
million. The contraction of the aggregate 
balance sheet resulted primarily from 
the contraction in current assets (-42.8%), 
mitigated by an expansion in investments 
(8.4%). (See Graph 18 for the composition 
of the investment portfolio and Table 37 in 
Appendix V for more details.)

The decrease in total equity, provisions, 
and liabilities of the international life insur-
ance companies in 2014 was attributable 
to a contraction in provisions for insur-
ance obligations (-20.2%), mitigated by an 
expansion in capital and surplus (18.0%). 
The increase in capital and surplus can be 
attributed entirely to the surplus (19.2%), 
while the decrease in net other technical 
provisions (-25.9%) caused the contraction 
in provisions for insurance obligations.

The international life insurance companies 
reported a total gross income of NAf.4.2 
million in 2014, a slight increase of 60 ba-
sis points compared to 2013. The increase 
in “net investment income and realized 
capital gains and losses” (11.2%) was the 
primary reason for the expansion in gross 
income, mitigated by contractions in “pre-
miums and other policy considerations” 
(-1.6%) and “net other operational income” 
(-100%). The total expenses decreased 

from NAf.4.1 million in 2013 to NAf.-1.9 
million in 2014, attributable mainly to de-
creases in net benefits incurred (which 
recorded a restitution) and profit sharing 
to policyholders. As a result, the net op-
erational result before corporate taxes 
and net results from separate accounts in-
creased from NAf.86.0 thousand in 2013 to 
NAf. 6.1 million in 2014. Last, due to higher 
corporate taxes incurred, the net profit of 
the international life insurance companies 
increased from NAf.24.0 thousand in 2013 
to NAf. 6.1 million in 2014. (See Table 38 in 
Appendix V for more details.)

FINANCIAL SOUNDNESS 
INDICATORS

Financial soundness indicators (FSIs) are 
used by the Bank to support macropruden-
tial analysis, which assesses the strengths 
and vulnerabilities of the financial sector. 
This monitoring task is part of the Bank’s 
continuing efforts to undertake preemp-
tive measures proactively to structurally 
enhance the resilience of the financial 
system and its institutions against shocks, 
thus promoting growth and macroeco-
nomic stability. Ensuring financial stability 
and utilizing a macroprudential strategy 
involves integration with traditional micro-
prudential supervision of institutions and 
monetary policy.

LOCAL NONLIFE INSURANCE  
SUBSECTOR

An overview of the financial stability of 
the local nonlife insurance sector is pre-
sented in a cobweb, a snapshot of the 
components analyzed in the next sections. 
Movements away from the center of the 
diagram represent an increase in financial 
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stability risks, while movements towards 
the center of the diagram represent a re-
duction in risks. The cobweb is calibrated 
using international benchmarking, super-
visory standards, and trend analysis. The 
risks in liquidity and sensitivity to market 
risk increased in 2014 compared to the 
previous year, while the risks in earnings 
& profitability and asset quality decreased. 
The risks in capacity remained stable com-
pared to 2013 (see Graph 19). The finan-
cial soundness indicators are presented 
in Table 39 of Appendix V, and they show 
that more than half of the indicators per-
formed better than the four-year average.

Capacity

The gross written premium to total equity 
ratio continued to decline from 131.4% in 
2013 to 124.2% in 2014. Total equity pro-
vides a cushion for absorbing losses. This 
ratio measures the adequacy of the cush-
ion excluding premiums ceded to rein-

surers. The decreasing trend is a positive 
development with the insurers bearing 
less risk in relation to total equity.39 Fur-
thermore, the net written premium to to-
tal equity ratio also continued to decline, 
decreasing by 6.4 percentage points com-
pared to 2013, reaching 91.3% in 2014. 
This ratio reflects risks arising from the un-
derwriting business; thus, the decreasing 
trend is a positive development as net pre-
mium is a proxy of the amount of retained 
indemnity risk that should be covered by 
the insurers’ equity.40 In addition, the dis-
parity between the two ratios decreased 
slightly in 2014, indicating that the insurers 

39  In 2014, the ratio decreased because total equity in-
creased. However, the opposite case of a decrease in gross 
written premiums will put pressure on earnings, resulting in 
a tradeoff between adequacy and earnings & profitability.

40 It should be kept in mind that the risk of the underwrit-
ing business is an important variable. For example, a home-
owner’s insurance provider would need less equity per dollar 
of premium than a writer of worker compensation policies.

Graph 19 Financial stability cobweb of the local nonlife insurance sector
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may be relying less on reinsurance.41 Last, 
the solvency surplus increased by NAf.10.5 
million in 2014 compared to 2013, reach-
ing NAf.225.3 million. Overall, the risk in 
capacity remained stable in 2014.

Earnings & profitability

The loss ratio, i.e., net claims & claim ad-
justment expenses incurred to net earned 
premiums, decreased by 4.3 percentage 
points in 2014 compared to 2013, reach-
ing 51.0%, below the internal supervisory 
limit of 60%. This ratio reflects the costs 
associated with losses compared to the 
premiums earned to cover these costs. 
The short-term payouts for losses mean 
that fewer revenues are available to earn 

41 To the extent that the reinsurers are financially sound and 
make prompt payments to the insurer, this situation may 
not be a problem. However, the insurer is liable to the poli-
cyholder whether or not the reinsurer makes the necessary 
payments.

investment income. For nonlife insurance 
companies, the majority of income should 
be generated by the premiums earned. 
Furthermore, the underwriting expense 
ratio, i.e., underwriting expenses incurred 
to net earned premiums, deteriorated 
slightly, increasing by 30 basis points in 
2014 to reach 47.8% at the end of 2014, 
above the internal supervisory limit of 
40%. This ratio reflects the percentage of 
premium income allocated to expenses, 
identifying companies that have exces-
sive levels of underwriting expenses or 
a changing relationship between premi-
ums earned and underwriting cost. The 
increasing trend in the ratio is cause for 
concern. The combined ratio, which is the 
sum of the loss ratio and the underwriting 
expense ratio, experienced a turnaround 
in the increasing trend of the previous 
years, decreasing by 3.9 percentage points 
to 98.8% in 2014, just below the threshold 
of 100%. In a sound situation, net premi-
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um retained should be enough to pay net 
claims and operational expenses. If this is 
not the case, the insurance company is re-
cording a negative underwriting result and 
is financing net claims and expenses with 
investment income. In addition, the invest-
ment income ratio, i.e., investment income 
to premiums earned, increased in 2014 
by 3.4 percentage points, reaching 8.5% 
compared to 2013. Last, the net profit saw 
a turnaround in 2014, increasing from 
NAf.14.5 million in 2013 to NAf.29.8 mil-
lion in 2014. In conclusion, the risk in earn-
ings & profitability decreased in 2014 com-
pared to 2013, reaching the level of 2012.

Asset quality

The investments to total assets ratio in-
creased by 7.5 percentage points in 2014 
compared to 2013, reaching 64.4%, above 
the four-year average. Both the increasing 
share of invested assets and more favor-
able financial market climate contributed 
to the increased yield of the invested as-
sets. Furthermore, the ratio of real estate 
& mortgage loans to invested assets de-
creased in 2014 by 2.4 percentage points, 
reaching 9.8% compared to 2013. This 
development reflects a turning point in 
the increasing trend of the last four years 
and can be considered positive because 
increased investments in real estate and 
mortgage loans, non-income-producing 
real estate, and overdue or restructured 
mortgage loans are relatively common 
sources of financial stress. Overall, the risk 
in asset quality decreased in 2014 com-
pared to the previous two years.

Sensitivity to market risk

The investment yield, i.e., investment 
income to average invested assets, in-
creased to 5.3% in 2014, 1.4 percentage 

points higher than in 2013. An increase in 
this ratio indicates that the local nonlife in-
surance companies have been taking more 
risk in selecting their assets. The value of 
this ratio falls just outside the internal su-
pervisory limits of 1.5% and 5%, defined 
according to the current conditions in the 
capital market. The sector’s more risk-
seeking attitude is not reflected in the level 
of stocks to invested assets ratio of less 
than 1%. However, the ratio of bonds and 
other fixed income securities to invested 
assets is undergoing a decreasing trend, 
which warrants some concern as these in-
vestment instruments bear low risks. This 
development suggests that with earnings 
under pressure, the local nonlife insurance 
companies may be shifting towards higher 
yielding investments in the future, thereby 
increasing their market risk. Overall, the 
sensitivity to market risk increased in 2014 
compared to 2013, reaching the level of 
2012. This higher risk outlook warrants a 
further analysis of the investment portfolio 
of the local nonlife insurance companies. A 
tradeoff between sensitivity to market risk 
and earnings & profitability may be occur-
ring, with the outcome putting pressure on 
the capacity and asset quality.

Liquidity

For nonlife insurers, investments repre-
sent a less significant element in insurer 
performance because of the short-term 
nature of most of their liabilities – primar-
ily claim provisions – compared to the lia-
bilities of life insurers. Therefore, liquidity, 
i.e., the insurers’ ability to pay their short-
term obligations on time, represents a crit-
ical performance element outweighing the 
received premiums against the increase 
in risk to total equity. The liquid assets to 
adjusted current liabilities ratio decreased 



121

Capacity

Earnings & 
pro tability

Asset quality
Sensitivity to 
market r isk

Stability

2012 2013 2014

by 15 percentage points in 2014 com-
pared to 2013, reaching 85%. This liquid-
ity ratio gives an indication of the sector’s 
ability to pay its short-term obligations on 
time42 and should be equal to or higher 
than 100%. Therefore, the Bank is closely 
monitoring this development. Overall, the 
liquidity risk increased in 2014 compared 
to the two previous years. 

LOCAL LIFE INSURANCE   
SUBSECTOR

The risk in stability of the local life insur-
ance sector increased in 2014 compared 
to 2013, while capacity risk decreased. The 
risks in earnings & profitability, asset qual-

42 This ratio takes only the outstanding amount of assets 
into account. Individual holdings could be illiquid if they 
are too large to be marketed quickly under normal market 
conditions.

ity and sensitivity to market risk remained 
stable (see Graph 20). As can be seen from 
Table 40 in Appendix V, more than half of 
the financial soundness indicators per-
formed better in 2014 than the four-year 
average.

Capacity

The change in total equity of the local life 
insurance sector in 2014 versus 2013 in-
creased by 3.5 percentage points reaching 
11.3%. This indicator measures the im-
provement or deterioration in the insurers’ 
financial conditions during the year and 
includes the effects of additional capital 
paid-in and contributed surplus. A higher 
value implies an improvement. The change 
in 2014 remained within the internal su-
pervisory limits of -10% and +50%. Also, 
the change in the noncontributed surplus 
increased in 2014 by 5.8 percentage points 
reaching 16.5%. This indicator is another 

Graph 20 Financial stability cobweb of the local life insurance sector
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general measure of the improvement or 
deterioration in the insurers’ financial 
conditions during the year. It reflects the 
change in the surplus without taking into 
account the owners’ ability to contribute to 
the surplus to maintain it at an adequate 
level. A higher value of the noncontributed 
surplus implies an improvement while the 
value should remain within the internal 
supervisory limits of -10% and +50%. Last, 
the solvency surplus increased by NAf.35.3 
million in 2014 compared to 2013, reach-
ing NAf.311.6 million. In conclusion, the 
risk in capacity decreased in 2014 com-
pared to 2013, reaching the level of 2012.

Earnings & profitability

The ratio of net income (including realized 
capital gains or losses) to net operational 
results remained stable at 14.0% in 2014. 
This ratio provides an indication of the 
profitability of the insurers, where a zero 
or negative value warrants an in-depth 

analysis of the profitability by product line. 
The profitability of life insurers is influ-
enced by factors such as actual mortality 
and morbidity of the insured, adequacy 
of investment income, and the level of 
commissions and expenses. The stable 
ratio warrants some concern, especially in 
combination with the higher insurance ex-
penses ratio, i.e., insurance expenses and 
noncorporate taxes to premium and other 
policy considerations. This ratio shows an 
upward trend and increased by 2.4 per-
centage points to 25.7% in 2014 compared 
to 2013, just above the internal supervi-
sory limit of 25%. Furthermore, the invest-
ment income ratio, i.e., investment income 
to gross income, increased by 2.3 percent-
age points in 2014 compared to 2013, 
reaching 38.0%. Last, net profit in 2014 
increased by NAf.14.0 million to NAf.53.2 
million compared to 2013. Overall, the risk 
in earnings & profitability remained stable 
in 2014 compared to the previous year.
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Asset quality

The investments to total assets ratio in-
creased to 87.2% in 2014, 5.9 percentage 
points higher than in 2013. In addition to 
the higher share of invested assets, in-
vestment income also increased, reaching 
38.0% of total gross income. Furthermore, 
the ratio of real estate & mortgage loans 
to invested assets decreased by 1.0 per-
centage point in 2014 compared to 2013, 
reaching 4.9%. This level is well below the 
internal supervisory limit of 30%. There-
fore, both the stability and low value of this 
ratio reflect a sound situation, resulting in 
a low risk in asset quality. Overall, the risk 
in asset quality remained stable in 2014 
compared to the previous two years.

Sensitivity to market risk

The investment yield ratio, i.e., investment 
income to invested assets, decreased to 
5.3% in 2014, 60 basis points lower than 
in 2013. This decrease is a good sign, but 
the value of this ratio indicates that the 
sector is still taking too much risk in the 
selection of assets, because it is above the 
internal supervisory limit of 5% defined 
according to current financial market con-
ditions. The higher risk appetite is also re-
flected in the slight increase of the stocks 
to invested assets ratio and the decrease 
of the bonds and other fixed income se-
curities to invested assets ratio. Overall, 
the sensitivity to market risk remained 
stable in 2014 compared to the previous 
two years. However, investments repre-
sent a particularly critical element in the 
performance and stability of life insurers 
because of the long-term nature of most 
of their liabilities, i.e., technical provisions, 
compared to nonlife insurers. Due to this 
difference, one of the life insurance com-
panies’ primary investment goals remains 

the conservation of assets value, requir-
ing competitive investment yields, finan-
cial stability, and the prevention of capi-
tal erosion. In Curaçao and Sint Maarten, 
investments accounted for 87.2% of total 
assets in 2014, with the biggest shares rep-
resenting bonds and other fixed income 
securities (27.3%) and other loans (32.4%), 
reflecting the long-term focus of the life 
insurance sector. With investment income 
accounting for a large share of the profit, 
a tradeoff between sensitivity to market 
risk and earnings & profitability may be 
evident in the future, which may put asset 
quality and capacity under pressure. This 
development in investments is monitored 
by the Bank, focusing in particular on the 
investment portfolios of the life insurance 
companies.

Stability

The reserving for individual life insurance 
decreased by 41.1% in 2014 compared 
to the 22.9% increase in 2013. This value 
indicates some instability as changes of 
more than 20% are cause for concern. The 
change in 2014 was caused primarily by 
individual life insurance companies  reduc-
ing their provisions, while the group life in-
surers applied the correct allocation. Fur-
thermore, the change in premium reached 
-4.5% in 2014 compared to an increase of 
13.1% in 2013. This level remained within 
the supervisory limits of -10% and +50%. 
Overall, the risk in stability increased in 
2014 compared to the previous two years. 
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2011 2012 2013 2014

Admissible assets

I Intangibles 0.1 0.4 0.6 0.1

II Investments: 328.2 331.1 317.5 392.6

(i) real estate 30.8 36.6 38.2 38.0

(ii) unconsolidated affiliated 

companies
52.3 63.0 76.0 86.6

(iii) stocks 3.2 3.5 5.2 3.6

(iv) bonds and other fixed 

income securities
97.6 84.7 80.8 75.4

(v) participation in nonaffiliated 

investment pools
- - - -

(vi) mortgage loans 3.4 0.8 0.7 0.6

(vii) other loans 21.9 42.4 50.9 120.5

(viii) deposits with financial 

institutions
101.7 82.6 52.9 55.0

(ix) other investments 17.4 17.5 12.8 12.9

III Current assets 182.3 202.7 176.0 200.8

IV Other assets 57.0 63.7 63.8 15.7

V Total admissible assets 567.7 597.9 557.9 609.3

Table 31 Aggregate balance sheet of the local nonlife insurance companies  
    (in millions NAf.)

APPENDIX V
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2011 2012 2013 2014

Equity, provisions, and       

liabilities

VI Capital and surplus: 216.5 247.5 255.4 270.3

(i) capital 116.4 118.2 116.5 113.1

(ii) surplus 100.1 129.3 138.9 157.2

(iii) less treasury stock - - - -

VII Subordinated instruments 1.6 1.6 1.6 1.8

VIII
Provisions for insurance obliga-

tions:
189.0 193.6 176.8 169.2

(i) Net unearned premium 

provisions
74.5 72.7 70.2 73.9

(ii) Net claim provisions 86.9 88.5 79.5 70.3

(iii) Net claim adjustment ex-

pense provisions
0.9 0.9 0.7 0.5

(iv) Funds provisions - - - 0.0

(v) Other technical provisions 26.6 31.4 26.4 24.5

IX Other provisions and liabilities 11.7 11.3 4.5 4.5

X Current liabilities 149.0 143.9 119.6 163.4

XI Contingent liabilities - 0.0 0.0 0.0

XII
Total equity, provisions, and 

liabilities
567.7 597.9 557.9 609.3

Table 31 Aggregate balance sheet of the local nonlife insurance companies   
    (in millions NAf.) cont.
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2011 2012 2013 2014

I Net earned premiums 256.4 256.9 239.8 245.0

II Net other underwriting income 1.1 1.1 1.3 1.2

III Total gross income 257.5 258.0 241.1 246.2

IV Net claims incurred 123.4 120.7 124.5 118.4

V
Net claim adjustment expenses 

incurred
6.8 6.7 7.5 6.4

VI
Net changes in various other 

provisions
1.9 4.9 -5.1 -1.8

VII
Policyholders' dividends and 

other similar benefits incurred
- - - -

VIII
Underwriting expenses in-

curred
109.9 117.3 113.5 117.1

IX Net other expenses incurred -0.9 0.8 1.4 2.7

X Total operational expenditure 241.2 250.3 241.8 242.8

XI Underwriting result 16.3 7.7 -0.7 3.4

XII
Net investment income earned 

and capital gains or losses
15.8 21.7 12.3 20.9

XIII Other results 5.8 0.8 3.9 2.3

XIV Extraordinary result 0.3 0.1 5.1 0.1

XV
Net operational result before 

taxes
38.1 30.2 20.5 26.6

XVI Corporate taxes incurred 3.4 4.8 6.3 -3.3

XVII
Net operational result after 

taxes
34.7 25.4 14.3 29.9

XVIII Net unrealized gains or losses 0.5 3.5 0.3 -0.1

XIX Net profit or loss 35.2 28.9 14.5 29.8

Table 32 Aggregate income statement of local nonlife insurance companies  
    (in millions NAf.)
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Table 33 Aggregate balance sheet of the local life insurance companies    
    (in millions NAf.)

2011 2012 2013 2014

Admissible assets

I Intangibles 1.0 1.6 1.5 1.4

II Investments: 2,007.0 2,051.9 2,128.6 2,469.2

(i) real estate 71.7 70.6 74.9 75.9

(ii) unconsolidated affiliated 

companies
54.2 58.6 66.5 67.9

(iii) stocks 29.7 29.7 59.8 74.8

(iv) bonds and other fixed 

income securities
753.9 740.7 709.1 675.2

(v) participation in nonaffiliated 

investment pools
- - - -

(vi) mortgage loans 48.4 48.1 50.4 45.8

(vii) other loans 358.1 382.3 420.8 800.7

(viii) deposits with financial 

institutions
125.7 154.9 177.4 157.3

(ix) other investments 565.3 567.1 569.8 571.6

III Current assets 244.2 298.0 258.8 327.6

IV Other assets 55.4 97.5 201.0 7.6

V
From separate accounts state-

ment
40.0 46.0 28.7 27.1

VI Total admissible assets 2,347.6 2,494.9 2,618.6 2,832.9
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Table 33 Aggregate balance sheet of the local life insurance companies    
    (in millions NAf.) cont.

2011 2012 2013 2014

Equity, provisions, and          

liabilities

VII Capital and surplus: 289.8 329.3 354.9 394.9

(i) capital 94.8 86.5 89.6 89.2

(ii) surplus 194.6 242.4 264.9 305.3

(iii) less treasury stock - - - -

VIII Subordinated instruments 0.4 0.4 0.4 0.4

IX
Provisions for insurance obliga-

tions:
1,946.5 2,058.4 2,163.8 2,248.9

(i) net technical provisions for 

life insurances
1,907.9 2,021.5 2,127.1 2,208.8

(ii) net technical provisions for 

accident and sickness
0.8 0.7 0.7 0.9

(iii) net other technical provi-

sions
0.0 0.0 0.0 0.0

(iv) other net policy and con-

tract provisions
37.7 36.1 35.9 39.2

X Current liabilities 57.6 48.5 61.1 150.7

XI Other liabilities 4.4 3.6 3.4 4.9

XII Contingent liabilities 9.2 9.1 6.6 6.3

XIII
From separate accounts state-

ment
40.0 46.0 28.7 27.1

XIV
Total equity, provisions, and 

liabilities
2,347.6 2,494.9 2,618.6 2,832.9
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Table 34 Aggregate income statement of local life insurance companies    
    (in millions NAf.)

2011 2012 2013 2014

I Premiums and other policy considerations 228.8 198.8 219.3 210.6

II
Net investment income and realized capi-

tal gains and losses
118.8 121.3 125.2 130.1

III Net other operational income 3.8 6.6 6.6 2.0

IV Total gross income 351.5 326.7 351.0 342.7

V Net benefits incurred 116.8 106.3 130.0 138.2

VI
Change in provisions for insurance obliga-

tions
140.4 99.8 100.9 82.8

VII Net operational expenditures incurred 52.7 51.1 65.2 67.5

VIII
Net other operational expenditures 

incurred
1.1 -0.1 0.4 2.3

IX
Net transfers to or from separate ac-

counts
- - - -

X Other changes affecting net results 0.1 -0.8 0.2 -0.1

XI Profit sharing to policyholders 10.2 3.5 6.3 3.1

XII Total operational expenditure 321.2 259.7 303.0 293.8

XIII Extraordinary result -1.2 -0.1 -0.1 -0.3

XIV

Net operational result before corporate 

taxes and net results from separate ac-

counts

29.0 67.0 48.0 48.6

XV Corporate taxes incurred 2.9 12.4 0.8 1.7

XVI

Net operational result after corporate 

taxes and before net results from sepa-

rate accounts

26.2 54.6 47.1 47.0

XVII Net result from separate accounts 0.7 1.1 3.8 0.3

XVIII Net operational result 26.9 55.7 51.0 47.2

XIX Net unrealized gains or losses 10.0 9.8 -11.8 6.0

XX Net profit or loss 36.9 65.5 39.2 53.2
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2011 2012 2013 2014

Admissible assets

I Intangibles - - - -

II Investments: 2,785.8 2,894.3 2,926.6 2,377.8

(i) real estate - - - 0.0

(ii) unconsolidated affiliated 

companies
7.7 8.1 8.6 7.7

(iii) stocks 175.7 192.8 138.6 129.5

(iv) bonds and other fixed 

income securities
352.6 225.9 182.4 196.3

(v) participation in nonaffiliated 

investment pools
- - - -

(vi) mortgage loans - - - -

(vii) other loans 1,363.4 1,388.9 1,370.0 1,216.6

(viii) deposits with financial 

institutions
809.7 638.7 666.4 653.9

(ix) other investments 76.8 439.9 560.6 173.8

III Current assets 830.1 663.2 662.7 590.4

IV Other assets 52.2 53.0 32.4 19.8

V Total admissible assets 3,668.1 3,610.5 3,621.7 2,987.9

Table 35 Aggregate balance sheet of the international nonlife insurance companies  
    (in millions NAf.)
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2011 2012 2013 2014

Equity, provisions, and      

liabilities

VI Capital and surplus: 1,974.5 1,895.4 1,942.9 1,413.5

(i) capital 443.3 459.4 385.7 390.8

(ii) surplus 1,531.3 1,436.1 1,557.2 1,022.7

(iii) less treasury stock - - - -

VII Subordinated instruments - - - -

VIII
Provisions for insurance obliga-

tions:
1,631.0 1,629.3 1,626.1 1,540.0

(i) Net unearned premium 

provisions
450.5 397.7 330.8 261.7

(ii) Net claim provisions 303.5 285.4 328.6 278.3

(iii) Net claim adjustment ex-

pense provisions
0.0 0.0 0.0 0.0

(iv) Funds provisions - - - -

(v) Other technical provisions 877.1 946.1 966.7 1,000.0

IX Other provisions and liabilities 6.1 3.8 4.0 2.5

X Current liabilities 56.4 81.9 48.7 31.9

XI Contingent liabilities - - - -

XII
Total equity, provisions, and 

liabilities
3,668.1 3,610.5 3,621.7 2,987.9

Table 35 Aggregate balance sheet of the international nonlife insurance companies  
    (in millions NAf.) cont.
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2011 2012 2013 2014

I Net earned premiums 608.9 714.9 699.5 690.6

II Net other underwriting income 12.9 57.5 11.4 8.0

III Total gross income 621.8 772.4 711.0 698.7

IV Net claims incurred 334.6 368.2 416.9 304.4

V
Net claim adjustment expenses 

incurred
1.6 1.6 4.4 3.2

VI
Net changes in various other 

provisions
34.0 69.0 20.6 33.3

VII
Policyholders' dividends and 

other similar benefits incurred
- - - -

VIII
Underwriting expenses in-

curred
63.5 81.2 88.6 89.1

IX Net other expenses incurred -11.9 48.1 22.1 0.8

X Total operational expenditure 421.9 568.1 552.7 430.9

XI Underwriting result 199.9 204.3 158.3 267.7

XII
Net investment income earned 

and capital gains or losses
62.1 62.7 53.9 28.1

XIII Other results -8.1 -8.4 11.8 -30.3

XIV Extraordinary result 6.6 -3.7 -8.9 14.7

XV
Net operational result before 

taxes
260.5 254.9 215.1 280.3

XVI Corporate taxes incurred 15.0 15.1 -16.9 -1.6

XVII
Net operational result after 

taxes
245.6 239.8 232.0 281.8

XVIII Net unrealized gains or losses -56.6 45.8 15.1 -11.8

XIX Net profit or loss 188.9 285.6 247.1 270.0

Table 36 Aggregate income statement of international nonlife insurance companies  
    (in millions NAf.)
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Table 37 Aggregate balance sheet of the international life insurance companies  
    (in millions NAf.)

2011 2012 2013 2014

Admissible assets

I Intangibles - - - -

II Investments: 24.6 16.6 18.7 20.3

(i) real estate - - - -

(ii) unconsolidated affiliated 

companies
- - - -

(iii) stocks - - - -

(iv) bonds and other fixed 

income securities
20.0 13.4 15.6 16.36

(v) participation in nonaffiliated 

investment pools
- - - -

(vi) mortgage loans - - - -

(vii) other loans - - - -

(viii) deposits with financial 

institutions
4.7 3.2 3.1 4.0

(ix) other investments - - - -

III Current assets 7.3 9.1 10.1 5.8

IV Other assets - - - -

V Total admissible assets 31.9 25.8 28.8 26.0
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Table 37 Aggregate balance sheet of the international life insurance companies  
    (in millions NAf.) cont.

2011 2012 2013 2014

Equity, provisions, and          

liabilities

VI Capital and surplus: 12.3 7.4 8.0 9.4

(i) capital 0.5 0.5 0.5 0.5

(ii) surplus 11.9 6.9 7.5 9.0

(iii) less treasury stock - - - -

VII Subordinated instruments - - - -

VIII
Provisions for insurance obliga-

tions:
19.6 18.4 20.8 16.6

(i) Net technical provision for 

life insurances
0.4 0.5 0.4 0.4

(ii) Net technical provision for 

accident and sickness
- - - -

(iii) Net other technical provi-

sions
16.9 15.7 17.8 13.2

(iv) Other net policy and con-

tract provisions
2.3 2.3 2.6 3.0

IX Other liabilities - - - -

X Current liabilities - - - -

XI Contingent liabilities - - - -

XII
Total equity, provisions, and 

liabilities
31.9 25.8 28.8 26.0
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Table 38 Aggregate income statement of international life insurance companies  
    (in thousands NAf.)

2011 2012 2013 2014

I Premium and other policy considerations 5,533.0 2,676.0 3,302.0 3,250.0

II
Net investment income and realized 

capital gains and losses
1,058.0 936.0 872.0 970.0

III Net other operational income 1.0 15.0 22.0 0.0

IV Total gross income 6,592.0 3,627.0 4,196.0 4,220.0

V Net benefits incurred 4,257.0 -794.0 1,318.0 -2,581.0

VI
Change in provisions for insurance obli-

gations
42.0 69.0 -72.0 38.0

VII Net operational expenditures incurred 720.0 651.0 654.0 601.0

VIII
Net other operational expenditures 

incurred
50.0 36.0 29.0 91.0

IX
Net transfers to or from separate ac-

counts
- - - -

X Other changes affecting net results - - - -

XI Profit sharing to policyholders 1,665.0 917.0 2,181.0 -53.0

XII Total operational expenditure 6,734.0 879.0 4,110.0 -1,904.0

XIII Extraordinary result 0.0 0.0 0.0 0.0

XIV

Net operational result before corporate 

taxes and net results from separate ac-

counts

-142.0 2,748.0 86.0 6,124.0

XV Corporate taxes incurred 164.0 30.0 62.0 66.0

XVI

Net operational result after corporate 

taxes and before net results from sepa-

rate accounts

-306.0 2,718.0 24.0 6,058.0

XVII Net result from separate accounts - - - -

XVIII Net operational result -306.0 2,718.0 24.0 6,058.0

XIX Net unrealized gains or losses 0.0 0.0 0.0 0.0

XX Net profit or loss -306.0 2,718.0 24.0 6,058.0
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Table 39 Financial soundness indicators of the local nonlife insurance sector   
    (in %; end of period)

2011 2012 2013 2014 4-Yr Avg.*

Capacity

Gross written premium to total equity 155.6% 135.4% 131.4% 124.2% 136.6%

Net written premium to total equity 116.6% 102.4% 97.7% 91.3% 102.0%

Earnings & profitability

Total loss ratio 50.8% 49.6% 55.3% 51.0% 51.7%

Underwriting expense ratio 42.9% 45.7% 47.5% 47.8% 46.0%

Combined ratio 93.7% 95.3% 102.7% 98.8% 97.6%

Investment income ratio 6.1% 8.4% 5.1% 8.5% 7.0%

Asset quality

Investments to total assets 57.8% 55.4% 56.9% 64.4% 58.6%

Real estate & mortgage loans to in-

vested assets 
10.4% 11.3% 12.2% 9.8% 10.9%

Sensitivity to market risk

Investment yield ratio 4.8% 6.5% 3.9% 5.3% 5.1%

Stocks to invested assets 1.0% 1.1% 1.7% 0.9% 1.2%

Bonds and other fixed income securities 

to invested assets 
29.7% 25.6% 25.4% 19.2% 25.0%

Liquidity

Liquid assets to adjusted current           

liabilities
133.0% 107.3% 100.0% 85.0% 106.3%

* 4-year average

Performed better than the 4-year average

Performed worse than the 4-year average
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Table 40 Financial soundness indicators of the local life insurance sector   
    (in %; end of period)

2011 2012 2013 2014 4-Yr Avg.*

Capacity

Change in total equity 11.0% 13.6% 7.8% 11.3% 10.9%

Change in non-contributed surplus 18.1% 17.4% 10.7% 16.5% 15.7%

Earnings & profitability

Net income to net operational result 7.6% 17.1% 14.0% 14.0% 13.2%

Insurance expenses ratio 16.9% 19.8% 23.3% 25.7% 21.4%

Investment income ratio 33.8% 37.1% 35.7% 38.0% 36.1%

Asset quality

Investments to total assets 85.5% 82.2% 81.3% 87.2% 84.0%

Real estate & mortgage loans to in-

vested assets 
6.0% 5.8% 5.9% 4.9% 5.6%

Sensitivity to market risk

Investment yield ratio 5.9% 5.9% 5.9% 5.3% 5.7%

Stocks to invested assets 1.5% 1.4% 2.8% 3.0% 2.2%

Bonds and other fixed income securities 

to invested assets 
37.6% 36.1% 33.3% 27.3% 33.6%

Stability

Change in reserving -38.6% 21.4% 22.9% -41.1% -8.9%

Change in premium 19.7% -15.0% 13.1% -4.5% 3.3%

* 4-year average

Performed better than the 4-year average

Performed worse than the 4-year average
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INTRODUCTION

The pension sector plays an essential role 
in the financial development of the coun-
tries of Curacao and Sint Maarten. This 
sector represents approximately 27% of 
the total financial system assets.43  

The first part of this pension sector as-
sessment focuses on the balance sheet 
and income statement.44 The second part 
consists of a financial stability analysis of 
the pension sector using financial sound-
ness indicators, which help the Bank fulfill 
its mandate to safeguard the long-term vi-
ability of the pension funds.

This pension sector assessment is based 
on data for 2014. Current legislation stipu-
lates that pension funds must submit their 
data within six months after the end of 
the year. This stipulation means that the 

43 Financial system assets include assets from commercial 
banks, insurance companies, pension funds, credit unions, 
specialized credit institutions, saving banks, and investment 
institutions.

44 All data for the pension funds are compiled on a consoli-
dated basis.

majority of the data is received after the 
Bank’s annual report has been published. 
However, later in the year, an updated as-
sessment based on the 2015 data will be 
included in the Bank’s Financial Stability 
Report.

BALANCE SHEET AND  
INCOME STATEMENT

The total assets of the pension funds 
reached NAf.7.9 billion in 2014, a 4.0% in-
crease compared to 2013. The expansion 
of the aggregate balance sheet resulted 
from increases in all main asset categories, 
particularly investments (3.1%). The rise in 
stocks (8.1%)45 was the primary reason for 
the expansion in total investments, miti-
gated mainly by a contraction in deposits 
with financial institutions (-7.6%). The com-
position of the investment portfolio of the 
pension funds is shown in Graph 21.  (See 
Table 41 in Appendix VI for a more detailed 

45 This development can be explained by an improved stock 
market climate, an international environment of low interest 
rates, and a lack of high-yielding bonds in the local market.

PENSION
SECTOR 
ASSESSMENT
PENSION SECTOR OF CURAÇAO 
AND SINT MAARTEN

9
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look at the pension funds’ aggregate bal-
ance sheet.)

The rise in total equity, provisions, and li-
abilities of the pension funds was attrib-
utable mainly to an increase in technical 
provisions (5.9%), while equity contracted 
(-26.9%). The increase in the technical 
provisions was entirely the result of provi-
sions for pension obligations (5.9%). Sur-
plus   (-26.9%) was the sole contributor to 
the drop in equity as foundation capital 
remained about the same.

The pension funds reported a total gross 
income of NAf.678.8 million in 2014, an 
increase of 11.5% compared to 2013. This 
substantial rise resulted primarily from an 
increase in net investment income earned 
(18.3%), while contributions remained sta-
ble. This positive development was offset 
by a considerable rise in total expenses, 
increasing from NAf.491.0 million in 2013 
to NAf.760.7 million in 2014 (54.9%), attrib-
utable primarily to a substantial increase 
in net technical provisions (171.9%), since 
pension benefits incurred expanded by 

Graph 21 Composition of the investment portfolio of the pension funds
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only 1.9%. Because extraordinary items 
and unrealized capital gains and losses 
were insignificant, net profit continued its 
decreasing trend from NAf.142.3 million in 
2012 to NAf.-81.7 million in 2014. (See Ta-
ble 42 in Appendix VI for a detailed break-
down of the pension funds’ aggregate in-
come statement.)

 
FINANCIAL SOUNDNESS 
INDICATORS

An overview of financial stability in the 
pension sector is represented in a cob-
web, a snapshot of the components ana-
lyzed in the next section (see Graph 22). 
Movements away from the centre of the 
diagram represent an increase in financial 

stability risks, while movements towards 
the centre of the diagram represent a re-
duction in risks. The cobweb is calibrated 
using international benchmarking, super-
visory standards, and trend analysis. The 
risks in earnings & profitability and in eq-
uity increased in 2014 compared to 2013, 
while the risk in funding adequacy, asset 
quality, and sensitivity to market risk re-
mained stable. As can be seen from Table 
43 in Appendix VI, more than half of the 
indicators underperformed the four-year 
average.

 

Graph 22 Financial stability cobweb of the pension sector
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FUNDING ADEQUACY

The main financial soundness indicator for 
the pension industry is the coverage ratio,46 
representing the difference between pen-
sion obligations and the resources set 
aside to fund them. The risk in funding 
adequacy shows a stable picture, with a 
slight decrease of 1.7 percentage points to 
105.5% in 2014 compared to 2013, above 
the required minimum of 100%47 (see 
Graph 23). The Bank closely monitors the 
pension funds with a coverage ratio below 
the 100% threshold. The pension schemes 
consist almost entirely of defined benefit 
plans48 (99.4% as per December 2014), as 

46 Coverage ratio = (Total assets – current liabilities)/ 
(Provisions for pension obligations + other technical provi-
sions – defined contributions – re-assurance).

47 This ratio may differ from fund to fund depending on 
fund-specific circumstances, such as the average age of 
the participants and the financial strength of the sponsor. 
Therefore, the situation of individual pension funds may be a 
reason for the Bank to take supervisory actions.

48 Defined benefit agreement: a pension agreement on a 
fixed retirement benefit.

opposed to defined contribution plans.49 
Compared to the Netherlands, Curaçao 
and Sint Maarten lag behind in pension 
reforms. In the Netherlands, for exam-
ple, the share of defined benefit plans is 
smaller than in Curaçao and Sint Maarten 
(78% as per December 2014), with the 
residual fraction divided over other pen-
sion schemes, including defined contribu-
tion, capital sum agreement,50 and mixed 
scheme types. However, this composition 
still bears strong similarity to the local pen-
sion fund sector. Therefore, the Dutch cov-
erage ratio can still serve as a benchmark. 
At the end of 2014, the Dutch coverage 
ratio reached 108%, slightly higher than 
the coverage ratio in Curaçao and Sint 
Maarten, indicating the need to further 
strengthen funding adequacy and, hence, 
increase the sector’s capability to with-

49 Defined contribution agreement: a pension agreement on 
a fixed contribution which is converted to a retirement ben-
efit by no later than the retirement date

50 Capital sum agreement: a pension agreement on a fixed 
capital sum that is converted to a retirement benefit by no 
later than the retirement date.

Graph 23: Trend analysis of the coverage ratio of the pension sector.
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stand shocks in the future.51 In conclusion, 
the risk in funding adequacy remained 
stable in 2014 compared to the previous 
years.

ASSET QUALITY

The investments to total assets ratio de-
creased from 94.3% at the end of 2013 to 
93.5% at the end of 2014, slightly above 
the four-year average. While the share of 
invested assets contracted slightly, the 
invested assets yielded a higher return, 
reaching 5.9% at the end of 2014, an in-
crease of 80 basis points compared to 

51 As of January 1, 2016, two important policy measures were 
implemented for government pension funds (Sint Maarten is 
still awaiting approval by parliament to implement these re-
forms), namely, an increase of the pension age from 60 to 65 
(aligning with the “AOV” state pension age) and a change in 
the final salary scheme on which pension benefits are based 
to an average salary scheme. These changes will benefit only 
the technical provisions of government pension funds, but 
hopefully private pension funds will implement similar mea-
sures. Overall, these policy efforts are bound to improve the 
coverage ratio in the long-run.

2013. The ratio of real estate & mortgage 
loans to invested assets showed a slight 
decline in 2014, decreasing by 30 basis 
points to 10.2% compared to 2013. This ra-
tio will be closely monitored as increased 
investments in real estate and mortgage 
loans, non-income-producing real estate, 
and overdue or restructured mortgage 
loans are relatively common sources of fi-
nancial difficulties. Overall, the risk in asset 
quality remained stable in 2014 compared 
to the previous years.

EARNINGS & PROFITABILITY

The pension sector’s efficiency in using 
its assets deteriorated with the return on 
assets ratio reaching -1.0% at the end of 
2014, 2.5 percentage points lower than in 
2013. This level of efficiency of the pen-
sion sector is comparable to the level in 
2011 when the return on assets registered 
-0.8%. While the return on assets declined 
in 2014, the invested assets yielded a high-
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er share of gross income. The investment 
income to gross income ratio increased by 
3.6 percentage points to 63.9% at the end 
of 2014, outperforming the four-year aver-
age. On the other hand, the contributions 
to gross income ratio decreased by 3.6 
percentage points in 2014, underperform-
ing the four-year average of 34.7%. On the 
expenditure side, the operational & other 
expenses to gross income ratio decreased 
by 90 basis points, reaching 7.1% at the end 
of 2014. The proportion of pension bene-
fits incurred to total expenses declined by 
20.1 percentage points to 38.6% at the end 
of 2014. Although a decrease is a positive 
sign, this development should be acknowl-
edged with some reservation because the 
decline was caused by the increase in total 
expenses since benefits incurred saw an 
increase of 1.9%. Furthermore, this ratio 
is outweighed by a rise in the change in 
net technical provisions to total expenses 
ratio, which increased by 23.7 percent-
age points reaching 55.1% at the end of 
2014, with increases in both the numera-
tor and the denominator. This increase in 
provisions reflects the sector’s prudent ap-
proach of adopting a new mortality table 
to maintain an adequate coverage ratio in 
the long-run. Overall, the expenditure side 
negatively outperformed the income side, 
resulting in a turnaround in the net result 
from a net profit of NAf.195.0 million in 
2013 to a net loss of NAf.-81.7 million in 
2014. A net loss however, is not immedi-
ately a reason for concern because of the 
long-term focus of pension funds.52 In con-
clusion, the risk in earnings & profitability 
increased in 2014 compared to 2013 and 

52 The Bank monitors this development closely and per-
forms stress tests to assess the ability of the pension funds 
to withstand shocks from both the local and international en-
vironments, among other things, adjusting the discount rate 
to value the commitments in conformity with the market.

2012, reaching the level of 2011. With the 
increasing pressure towards more earn-
ings, the pension funds may be facing a 
tradeoff between earnings & profitability 
and sensitivity to market risk.

EQUITY

The equity to total liabilities ratio of the 
pension funds reached 3.5% at the end of 
2014, a decrease of 1.4 percentage points 
compared to the end of 2013. This ratio 
slightly underperformed the four-year av-
erage and is lower than the Dutch bench-
mark of 5.0%. The weaker equity position 
can be attributed to a decrease in the sur-
plus of funds. This development, which 
caused a turning point in the increasing 
trend of the last three years, raises some 
concern. Therefore, the risk in equity in-
creased in 2014 compared to 2013, reach-
ing the level of 2012.

SENSITIVITY TO MARKET RISK

The share of stocks in total invested as-
sets continued its upward trend, increas-
ing from 33.3% at the end of 2011 to 
46.8% at the end of 2014, while the share 
of bonds and other fixed income securi-
ties decreased from 27.5% at the end of 
2011 to 20.1% at the end of 2014. This 
development can be explained partly by 
the slightly improved performance of the 
financial markets in 2014 contributing to a 
higher investment yield, which increased 
by 80 basis points to 5.9% in 2014. How-
ever, the shift from low risk investment 
assets to higher risk products raises some 
concern. The decrease in bonds can be 
explained by a lack of reinvestment op-
portunities for local maturing bonds, as 
the standing subscription caused all lo-
cally issued bonds to adopt the prevailing 
Dutch yield, which is substantially lower 
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than the ‘real’ local yield. The increase in 
stocks can be explained by a lack of high-
yielding investment opportunities in the 
local market and low international interest 
rates on debt securities.53 This shift was in-
tended to improve earnings and profitabil-
ity, as the pension contributions represent 
only one-third of the gross income (as of 
December 2014), growing gradually with 
the number of new participants. Further-
more, measures can be taken on the ex-
penditure side, e.g., reduction of pension 
benefits, retrenchment of provisions, and 
conditional indexation. However, mea-
sures on both the income and the expen-
diture sides may increase social pressures. 
The implementation of structural reforms 
requires broad public support and deci-
siveness by the government. Therefore, 
the pension sector will be challenged to 
a trade-off between sensitivity to market 
risk and earnings & profitability, with the 

53 Movement towards more foreign investments will result 
in increased pressure on foreign reserves, which could ulti-
mately undermine the external stability of the currency and 
increase the exposure of local financial institutions to global 
financial risks.  The Bank is closely monitoring this develop-
ment. A mitigating measure is the development of a corpo-
rate debt market to create attractive local investment oppor-
tunities. Furthermore, foreign investments that exceed the 
60/40 rule are subject to a penalty.

outcome putting pressure on both equity 
and asset quality and, ultimately, on the 
funding adequacy. The Bank monitors this 
development closely. In conclusion, the 
sensitivity to market risk remained stable 
in 2014 compared to 2013 and 2012, but 
increased compared to 2011.
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2011 2012 2013 2014

Assets

I Total investments 6,102.2 6,922.6 7,134.8 7,358.6

(i) real estate 124.0 115.3 117.9 123.1

(ii) participations 60.8 72.2 2.9 3.0

(iii) stocks 2,031.8 2,735.9 3,186.4 3,443.5

(iv) bonds and other fixed 

income securities
1,675.3 1,451.6 1,432.8 1,480.2

(v) participations in investments 

pools
0.0 0.0 0.0 0.0

(vi) mortgage loans 627.8 129.6 634.5 629.1

(vii) other loans 767.6 1,247.8 730.8 721.9

(viii) deposits with financial 

institutions
768.7 1,118.1 974.4 900.1

(ix) other investments 46.1 52.1 55.0 57.7

II Current assets 519.3 268.3 299.3 373.8

III Other assets 267.6 112.1 128.5 134.4

IV Total assets 6,889.1 7,303.0 7,562.6 7,866.9

Table 41 Aggregate balance sheet of the pension funds (in millions NAf.)

APPENDIX VI
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2011 2012 2013 2014

Equity, provisions, and      

liabilities

V Equity 178.6 276.2 371.8 271.9

(i) foundation capital 1.5 1.6 2.0 1.6

(ii) surplus 177.1 274.6 369.8 270.4

VI Technical provisions 6,455.4 6,770.4 6,926.5 7,334.1

(i) provisions for pension obli-

gations
6,438.7 6,738.6 6,915.9 7,323.4

(ii) other technical provisions 16.7 31.8 10.6 10.6

VII Other provisions and liabilities 80.4 80.6 82.1 83.0

VIII Current liabilities 174.6 175.8 182.2 177.9

IX Contingent liabilities 0.0 0.0 0.0 0.0

X
Total equity, provisions, and 

liabilities
6,889.1 7,303.0 7,562.6 7,866.9

Table 41 Aggregate balance sheet of the pension funds (in millions NAf.) cont.
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2011 2012 2013 2014

I Contributions 250.1 230.1 223.6 224.7

II Net investment income earned 342.6 503.2 366.7 433.6

III
Net realized capital gains and 

losses
0.0 0.0 0.0 0.0

IV
Benefits received from rein-

surer
0.7 0.5 0.5 0.5

V Other income 41.5 48.5 18.4 20.0

VI Gross income 634.8 782.2 609.1 678.8

VII Pension benefits incurred 280.0 263.8 288.3 293.7

VIII
Change in net technical provi-

sions
358.7 331.8 154.0 418.8

IX Pension obligations transferred 0.2 0.2 0.4 0.0

X
Reinsurance premiums in-

curred
3.2 3.5 3.3 3.3

XI Operational expenses incurred 39.9 34.1 39.0 38.1

XII Other expenses incurred 9.6 6.5 6.1 6.8

XIII Total operational expenditure 691.6 639.8 491.0 760.7

XIV Net operational result -56.8 142.5 118.0 -81.9

XV Extraordinary results -0.1 -0.2 -4.7 0.2

XVI
Net unrealized capital gains 

and losses
0.1 0.0 0.0 0.0

XVII Distribution of earnings 0.0 0.0 0.0 0.0

XVIII Net profit or loss -56.9 142.3 113.3 -81.7

Table 42 Aggregate income statement of the pension funds (in millions NAf.)
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Table 43 Financial soundness indicators of the pension funds (in %; end of period)

2011 2012 2013 2014 4-Yr Avg.*

Funding adequacy

Coverage ratio 104.9% 105.8% 107.2% 105.5% 105.9%

Asset quality

Investments to total assets 88.6% 94.8% 94.3% 93.5% 92.8%

Real estate & mortgage loans to in-

vested assets 
12.3% 3.5% 10.5% 10.2% 9.2%

Earnings & profitability

Return on assets -0.8% 1.9% 1.5% -1.0% 0.4%

Operational expenses & other expenses 

to gross income
8.3% 5.7% 8.0% 7.1% 7.3%

Investment income to gross income 54.1% 64.4% 60.3% 63.9% 60.7%

Contributions to gross income 39.4% 29.4% 36.7% 33.1% 34.7%

Pension benefits incurred to total 

expenses
40.5% 41.2% 58.7% 38.6% 44.8%

Change in net technical provisions to 

total expenses
51.9% 51.9% 31.4% 55.1% 47.5%

Equity

Equity to total liabilities 2.6% 3.8% 4.9% 3.5% 3.7%

Sensitivity to market risk

Stocks to invested assets 33.3% 39.5% 44.7% 46.8% 41.1%

Bonds and other fixed income securities 

to invested assets 
27.5% 21.0% 20.1% 20.1% 22.2%

Investment yield 5.6% 7.3% 5.1% 5.9% 6.0%

* 4-year average

Performed better than the 4-year average

Performed worse than the 4-year average
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INTRODUCTION

One of the Bank’s core objectives is to pro-
mote safe and sound financial institutions 
and a well-functioning financial system in 
the countries of Curaçao and Sint Maarten. 
To that end, the Bank provides a regulatory 
and supervisory framework for prudential 
supervision and a fair and transparent fi-
nancial market. The regulatory framework 
also promotes financial integrity and aims 
to prevent money laundering and terrorist 
financing.

This chapter begins with a section on de-
velopments in the supervision of banks 
and credit institutions, followed by the su-
pervision of money transfer companies. 
The next section covers the supervision 
of institutional investors and insurance 
intermediaries, followed by the supervi-
sion of trust service providers, investment 
institutions & administrators, and the se-
curities exchange. The succeeding section 
of this chapter focuses on the supervision 
of information technology in the financial 
sector, followed by the integrity aspects 

of financial sector supervision. The final 
section of this chapter discusses the inter-
national financial sector policy develop-
ments.

SUPERVISION OF BANKS AND 
CREDIT INSTITUTIONS

OVERVIEW

The Bank’s prudential supervision of credit 
institutions is aimed primarily at promot-
ing the stability, integrity, efficiency, safety, 
and soundness of the financial system of 
the countries of Curaçao and Sint Maarten 
to safeguard the interests of the credit in-
stitutions’ depositors and other creditors. 
Bank supervision of credit institutions 
entails mainly the licensing of financially 
sound institutions and the performing of 
ongoing supervision using a risk-based 
approach through both onsite and offsite 
supervision. The emphasis is on monitor-
ing the liquidity and solvency of the credit 
institutions. Furthermore, the Bank also 
monitors the credit institutions’ compli-

SUPERVISORY 
POLICIES AND 
ACTIVITIES
PROMOTING THE SOUNDNESS OF 
THE FINANCIAL SYSTEM

10
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ance with regulations on the detection and 
deterrence of money laundering and ter-
rorist financing and the disclosure of infor-
mation to the public.

SUPERVISORY POLICIES

The Bank finalized the New Chart of Ac-
counts reporting system (NCoA) for credit 
institutions based on comments received 
from the banking sector and internal re-
views, and it intends to introduce the NCoA 
on July 1, 2016. The NCoA is based on In-
ternational Financial Reporting Standards 
and the Basel II framework; reporting will 
be on a gross basis. The NCoA will apply 
to both locally operating and internation-
ally operating banks. The NCoA software 
is being developed in cooperation with 
the Centrale Bank van Aruba. In addition, 
the Bank continued to refine its risk-based 
supervision approach, which allows the ex-
aminers to focus on the higher risk areas.

The Harmonization and Actualization of 
Supervision Ordinances of Curaçao and 
Sint Maarten came into effect on Decem-
ber 5, 2015. The aim of this ordinance is 
to harmonize and modernize existing su-
pervision laws. The enactment of this na-
tional ordinance also provided the Bank 
with more authority and legal instruments 
to supervise the financial sector and has 
allowed the Bank to apply sanctions in ad-
dition to the already existing possibility for 
imposing fines for the late submission of 
(prudential) reports and violation of the an-
ti-money laundering and terrorist financ-
ing legislation, provisions, and guidelines. 
The Harmonization and Actualization leg-
islation addresses some of the comments 
made by the International Monetary Fund 
in its Offshore Financial Centers Assess-
ment of the Supervision and Regulation of 

the Financial Sector and by the Caribbean 
Financial Action Task Force in the Mutual 
Evaluation Reports of both Curacao and 
Sint Maarten. This law enables the Bank 
to execute its supervisory tasks more ef-
fectively.

Last, the Bank is expanding its supervisory 
efforts by issuing guidelines to enhance 
transparency in the local financial market 
and to strengthen prudent credit exten-
sion practices. These guidelines are aimed 
at providing the public with adequate in-
formation on interest rates payable on de-
posit accounts and on preventing consum-
ers from credit overload.

SUPERVISORY ACTIVITIES

In 2015, the Bank conducted 50 onsite ex-
aminations at institutions operating with 
either a license or a dispensation from the 
Bank: 4 limited reviews, 41 targeted re-
views, 1 quick scan, 2 special assignments, 
and 2 follow-up reviews. Furthermore, the 
Bank granted or revoked the following li-
censes:

i. Activo Bank N.V.

ii. Stichting Spaarfonds C.E. Ha-
venga Groep N.V.

In addition, the Bank also granted or re-
voked the following dispensations:

i. Chenurrai N.V.

ii. Czigandi N.V.

iii. Opportunity Finance B.V.

iv. Advance Caribbean (St. 
Maarten)

v. AMI Finance N.V.
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vi. Stichting Spaarvoorzienings-
fonds Betonbouw

vii. Fiansa Fasil N.V.

Due to developments that put the solvency 
of Girobank N.V. under great pressure, the 
Bank requested the Court of First Instance 
seated in Curacao to place Girobank N.V. 
under the emergency measure. This place-
ment was done on December 16, 2013, 
ex article 28 of the National Ordinance on 
the Supervision of Banking and Credit In-
stitutions 1994, under the simultaneous 
revocation of the license of Girobank N.V. 
The emergency measure was requested to 
protect the depositors and other creditors 
of Girobank N.V. 

SUPERVISION OF MONEY 
TRANSFER COMPANIES

OVERVIEW

The Bank’s supervision of money transfer 
companies is aimed primarily at promot-
ing the stability, integrity, efficiency, safety, 
and soundness of the financial system of 
the countries of Curaçao and Sint Maarten 
and safeguarding the interest of the cli-
ents of the money transfer companies. 
Supervision of money transfer companies 
entails mainly the licensing of financially 
sound companies and the performance 
of ongoing supervision through both on-
site and offsite supervision with emphasis 
on monitoring their compliance with rules 
and regulations on the detection and de-
terrence of money laundering and terror-
ist financing.

SUPERVISORY POLICIES

The National Ordinance on the Supervi-
sion of Money Transfer Companies went 
into effect in Curaçao on March 1, 2015. 
Because the implementation of a legal 
framework for the supervision of money 
transfer companies in Sint Maarten is still 
pending, the Bank maintains its tightened 
policy with respect to money transfer activ-
ities in Sint Maarten. This approach helps 
to safeguard the integrity of the financial 
sector of Sint Maarten and to prevent its 
misuse for money laundering and terrorist 
financing activities.  

SUPERVISORY ACTIVITIES

In 2015, the Bank granted the following li-
censes:

i. United Payment Services N.V.

ii. PSB Bank N.V. 
 
 

SUPERVISION OF   
INSTITUTIONAL INVESTORS 
AND INSURANCE   
INTERMEDIARIES

OVERVIEW

The Bank also is entrusted with the super-
vision of institutional investors and insur-
ance brokers. The main objectives of this 
supervision are to safeguard the financial 
and contractual interests of policyhold-
ers, beneficiaries, participants of pension 
funds, and other stakeholders of the in-
surance, pension, and insurance broker-
age sector. To this aim, the solvency and 
liquidity of the institutional investors and 
insurance brokers are closely monitored.
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SUPERVISORY POLICIES

In 2015, the Bank continued its efforts 
to make sure that the institutions com-
ply with the Anti-Money Laundering and 
Combating of Terrorist Financing (AML/
CFT) regulations and guidelines, includ-
ing the National Ordinance Identification 
when Rendering Financial Services. This 
compliance continues to be an important 
component of the onsite examinations 
conducted by the Bank at life insurance 
companies and insurance intermediaries. 
With respect to the guidelines themselves, 
the Bank is currently in the process of up-
dating the Provisions and Guidelines on 
AML/CFT applicable to the various sectors 
that the Bank supervises, to make them 
compliant with the revised Financial Ac-
tion Task Force (FATF) recommendations 
(2012). In the case of the insurance indus-
try, the updating relates to the Provisions 
and Guidelines on the Detection and De-
terrence of Money Laundering and Terror-
ist Financing for Insurance Companies and 
Intermediaries.

The Bank closely monitors the develop-
ments in the insurance industry locally and 
abroad on the basis of which its supervi-
sory regime is enhanced. In 2015, these 
efforts were accomplished by supervisory 
meetings held with individual companies 
under the Bank’s supervision and by con-
ducting onsite examinations. Local de-
velopments also are followed by holding 
frequent meetings with the representative 
organizations of the sector. On the inter-
national level, regular meetings were held 
with the Dutch and Aruban supervisory 
authorities, i.e., De Nederlandsche Bank, 
the Autoriteit Financiële Markten, and the 
Centrale Bank van Aruba. The Bank also 
maintained close contact with the insur-

ance supervisory authority of the United 
States, the National Association of Insur-
ance Commissioners. In addition, working 
relationships with other supervisory au-
thorities anchored in Memoranda of Un-
derstanding were enhanced.

Risk management has been put high on 
the agenda of the International Associa-
tion of Insurance Supervisors (IAIS). Estab-
lished in 1994, the IAIS represents insur-
ance regulators and supervisors in nearly 
140 countries. Curacao and Sint Maarten 
are members of the IAIS represented by 
the Bank. The IAIS has issued insurance 
core principles, which are globally ac-
cepted standards for the supervision of 
the insurance sector. Given the increasing 
complexity and interdependency of risks, 
risk management plays an important role 
in the IAIS standards. Within the boundar-
ies of the legal framework for insurance 
supervision in Curacao and Sint Maarten, 
the Bank constantly strives to be compli-
ant with these insurance core principles.

Current developments in the pension sec-
tor also put more emphasis on the need 
for adequate risk management within pen-
sion funds. The Bank’s supervisory regime 
should be able to identify risks in pension 
funds and assess whether adequate con-
trol mechanisms are in place to mitigate 
these risks. To this end, the Bank will con-
tinue to enhance its supervisory regime 
comprising both desk supervision and on-
site supervision. Furthermore, an internal 
committee of the Bank continued its work 
on drafting a new law on the supervision of 
pension funds during 2015. The new legis-
lation enables the Bank to better supervise 
the pension sector, comprising not only 
the company pension funds but also other 
providers of collective pension schemes. 
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The Bank intends to present a draft of the 
new legislation to the representative orga-
nization of pension funds (Caribbean Pen-
sion Funds Association) in the last quarter 
of 2016 for its comments.

Last, the harmonization legislation, which 
was passed by the parliament of Cura-
çao54 on December 5, 2015, will provide 
the Bank with a legal basis to perform 
market conduct examinations in 2016. The 
Bank is currently in the process of devel-
oping new guidelines on market conduct 
supervision. Furthermore, the Autoriteit 
Financiële Markten (AFM), De Nederland-
sche Bank (DNB), the Centrale Bank van 
Aruba (CBA), and the Bank have agreed to 
aspire to a level playing field in the area of 
market conduct supervision in the Dutch 
Kingdom.

SUPERVISORY ACTIVITIES

The Bank continued to apply and enhance 
the risk-based supervision approach in 
2015. When performing risk-based onsite 
examinations, the Bank focuses on identi-
fying risks within the key activities of the 
companies under supervision that might 
negatively affect their solvency position 
and the integrity of their operations. Apart 
from identifying these risks, the Bank also 
assesses the control measures applied 
to mitigate and/or control these risks. To 
this end, the Bank has identified seven key 
activities to assess within insurance com-
panies: premiums & underwriting, claims 
handling, reinsurance, reserving, invest-
ments, related parties, and outsourcing. 
Relevant risks and related controls are 
recorded in a risk assessment matrix for 

54 For Sint Maarten, the introduction of the harmonization 
legislation is still pending.

each key activity. The examination proce-
dures the Bank performs are documented 
in electronic manuals. Based on the as-
sessment, the Bank will rate the inherent 
risks and controls in the risk assessment 
matrix of the functional activities. The 
Bank will report only on risk areas that ap-
parently are not under control because of 
the institution’s failure to mitigate related 
risk events. If deemed necessary, compa-
nies will be induced to take appropriate ac-
tions to address the detected risks. 

In addition to the risk-based approach ap-
plied during onsite examinations, the Bank 
also is enhancing the risk-based approach 
for the desk supervision of the institutional 
investors sector. To this end, the Bank has 
identified five custom indicators: total as-
sets, surplus excess, net profit or loss, cor-
porate governance, and year of last exami-
nation. Each custom indicator is rated with 
a number and the sum of the numbers is 
determined in the Custom Indicators Scor-
ing Matrix. In addition to the custom indi-
cators, risk also is determined in the Risk 
Scoring Metrics. The outcomes of both 
matrices are added resulting in the Total 
Entity Rating. Based on the Total Entity Rat-
ing and the results of the risk-based exam-
inations, a risk-based audit plan is deter-
mined for a particular company in a given 
year. During 2015, 15 onsite examinations 
were conducted at supervised institutions, 
4 of them at general insurance companies, 
4 at pension funds, and 7 at insurance in-
termediaries.



156

SUPERVISION OF TRUST 
SERVICE PROVIDERS, 
INVESTMENTS INSTITUTIONS 
& ADMINISTRATORS, AND 
THE SECURITIES EXCHANGE

OVERVIEW

The Bank is also entrusted with the super-
vision of trust service providers, invest-
ments institutions and administrators, and 
the securities exchange. The main objec-
tive of supervision is to preserve and foster 
the reputation of the countries of Curacao 
and Sint Maarten as a sound, transparent, 
and reputable financial center. Moreover, 
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effective supervision also fosters the fur-
ther development and proper functioning 
of the financial market of the countries of 
Curacao and Sint Maarten.

SUPERVISORY POLICIES

The supervision of trust service providers is 
driven by the National Ordinance Supervi-
sion Trust (“NOST”). The supervision of the 
investment institutions and administrators 
is based on the National Ordinance Super-
vision Investment Institutions and Admin-
istrators (“NOSIIA”). Finally the supervision 
on the security exchange is vested in the 
National Ordinance Supervision Securities 
Exchange (“NOSSE”).

The supervision of trust service providers 
aims to protect the interests of the clients 
of trust service providers. Effective su-
pervision comprises, among other things, 
business integrity, administrative organi-
zation, internal control environment, and 
financial soundness, along with the pro-
vision of quality trust services by the li-
censed institutions. The ‘Know Your Client’ 
(‘KYC) principle has an important role in 
this sector, which is the basis of most Anti-
Money Laundering (“AML”) and Terrorist 
Financing (“TF”) regulation.

The supervision of investment institutions 
and administrators aims to protect the 
interests of investors. Components of ef-
fective supervision include, among other 
things, ensuring well documented com-
munication with investors by means of a 
prospectus, business integrity, administra-
tive organization, internal control environ-
ment, and financial soundness, along with 
the provision of quality services by the li-
censed institutions. In this sector also, the 
‘Know Your Client’ (‘KYC) principle plays an 
important role.



157

The supervision of the securities exchange 
aims to protect investors on the securities 
exchange. Exerting effective supervision 
comprises, among other things, ensuring 
transparency, business integrity, a proper 
administrative organization and internal 
control environment, and adequate func-
tioning of the securities market and ex-
change.

SUPERVISORY ACTIVITIES

The frequency and/or depth of supervi-
sion of the entities follow a risk-based ap-
proach, encouraging more attention to 
those that (potentially) have more super-
visory risks. During 2015, 23 formal visits 
were performed at the supervised entities. 
Formal visits are in-depth investigations 
as well as meetings with the entities’ top 
management. Besides the Bank-initiated 
meetings, the entities themselves also re-
quest meetings to discuss challenges and 
other important current issues. The Bank 
conducted about 50 of those meetings in 
2015. 

During the first half of 2015, representa-
tives of the Bank participated in various 
projects, including the application process 
at the standard-setting body IOSCO (Inter-
national Organization of Securities Com-
missions) based in Madrid, Spain. During 
2015, the Bank succeeded in qualifying as 
an associate member of IOSCO. The next 
step is to become a full IOSCO member. In 
2015, the Bank also drafted the National 
Ordinance governing the supervision of 
securities market intermediaries, e.g., bro-
kers and advisors. A final draft of the ordi-
nance was sent to the Minister of Finance 
at the end of 2015.

From 2014 to 2015, the number of trust 
service providers with a license or with a 

dispensation remained stable at 195. In 
2015, the Bank made 15 formal visits to 
trust service providers. In addition, the 
Bank held about 40 meetings initiated by 
stakeholders from the sector.

The number of supervised investment 
institutions and administrators dropped 
slightly to 30 in 2015. The Bank conducted 
5 formal visits at investment institutions 
and administrators during 2015. In addi-
tion, the Bank held about 10 meetings initi-
ated by stakeholders from the investment 
institution and administrator sector.

The supervision of the securities exchange 
started in March 2010 when the exchange 
received its license. The exchange is still in 
its development stage. The Bank held 3 for-
mal visits during 2015 to keep abreast of 
the latest developments at the exchange.

During 2015, the harmonization of the dif-
ferent pieces of supervision legislation be-
came effective, providing an impulse for 
modernization of supervision tools, includ-
ing a uniform sanctions system and a bet-
ter structure for exchange of information 
with other supervisors in the world. 

 
SUPERVISION OF 
INFORMATION TECHNOLOGY 
ASPECTS OF THE FINANCIAL 
SECTOR

OVERVIEW

Many business processes in most, if not 
all institutions are critically dependent on 
information technology (IT). To support 
organizations in successfully meeting to-
day’s business challenges, the Bank devel-
ops provisions and guidelines to help the 
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financial sector with the governance of IT 
and performs IT examinations at the finan-
cial institutions with an emphasis on risk 
analysis and IT governance.

SUPERVISORY POLICIES

The application of computer and tele-
communication technology is currently a 
widespread phenomenon in the financial 
services industry and the trend towards 
increasing automation is growing rapidly. 
Thus, the success of an organization will 
depend to a considerable degree on the 
quality of its computer and telecommu-
nication systems and the extent to which 
it develops these systems to match the 
evolving needs of its business and its cus-
tomers. Deficiencies in security and control 
procedures within those systems can pose 
a significant threat to the continuity of 
operations. Therefore, the Bank deems it 
important to provide senior management 
with a firm basis for evaluating the risks in-
herent in the use of computer technology 
and to increase its awareness of the gen-
eral control elements that may help safe-
guard the institution's operations against 
such risks. This awareness also will help to 
identify the automation-related risks that 
threaten the effectiveness and continuity 
of an institution's operations and to under-
stand their potential consequences, which 
might be as extreme as prolonged closure.

In 2011, the Bank issued the Provisions 
and Guidelines for Information Security 
Management, which aims to further pro-
mote and ensure safe and sound practices 
with respect to information security man-
agement among the institutions subject to 
the Bank’s supervision.

The objective of information security man-
agement is to:

i. Maximize the protection of the 
supervised institutions’ infor-
mation assets;

ii. Meet regulatory requirements; 
and

iii. Minimize potential legal liability 
and reputational exposures in a 
cost-effective manner.

The information security management 
provisions provide principles for establish-
ing a comprehensive information security 
management program and implement-
ing an information security management 
framework. The objective of the informa-
tion security management provisions is to 
safeguard the interests of the supervised 
institutions’ key stakeholders, their repu-
tation, brand, and value-creating activities. 
Because the supervised institutions play 
a crucial role in our economy, it is impor-
tant that the effects of disruptions, cyber 
threats, privacy violations, and other in-
formation security threats regarding their 
services to the public also are mitigated. 
The mitigation of these risks will contrib-
ute to maintaining public trust and confi-
dence in our financial sector. 

Ongoing innovations in information tech-
nology, competition among banking insti-
tutions, new market entrants, and mergers 
and acquisitions have contributed world-
wide to a wider array of electronic bank-
ing products and services. Curaçao and 
Sint Maarten also have experienced this 
development among its credit institutions, 
and the acceptance of electronic bank-
ing services has grown rapidly. Electronic 
banking carries benefits as well as risks to 
credit institutions. Because the character-
istics of electronic banking increase and 
modify banking risks, thereby influencing 
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the overall risk profile of banking, the Bank 
considers it important that credit institu-
tions   recognize, address, and manage 
these risks in a prudent manner. 

In particular, worldwide fraud, identity 
theft, money laundering, and terrorist 
financing are inclined to move to coun-
tries where credit institutions provide 
electronic banking products and services 
with inadequate risk management. There-
fore, the Bank issued its Provisions and 
Guidelines for Safe and Sound Electronic 
Banking in 2007 in its continuous effort to 
promote and ensure safe and sound bank-
ing practices in Curaçao and Sint Maarten. 
The Bank encourages credit institutions 
to adopt stronger risk management and 
internal control to prevent these kinds of 
criminal activities. 

The provisions and guidelines provide 
guidance on the general principles of risk 
management for electronic banking and 
they outline suggestions for consumer 
security and education to all credit insti-
tutions subject to the Bank’s supervision. 
The provisions and guidelines should help 
credit institutions expand their risk-over-
sight policies and processes covering also 
their electronic banking services. 

In 2015, the Bank started drafting the “Pro-
visions and Guidelines for the Governance 
of Enterprise Information Technology” 
(GEIT). The objective of the GEIT Provisions 
is to provide a framework of principles for 
institutions to evaluate, direct, and moni-
tor the use of IT.  Its purpose is to achieve 
the institution’s strategic and business 
goals and to prevent material losses as a 
result of, among other things:

• misaligned IT strategies;

• inefficient use of technology;

• security breaches; 

• dissatisfied customers;

• mismanaged operations; and

• ineffective project management.  

The GEIT Provisions will be introduced in 
the last quarter of 2016.

SUPERVISORY ACTIVITIES

Due to other priorities, the ATM question-
naire and updated version of the Provi-
sions and Guidelines for Safe and Sound 
Electronic Banking could not be sent to the 
banks in 2015, but will now be sent in the 
third quarter of 2016. Based on the results 
of the IT examinations of the security of 
payment products offered by financial in-
stitutions in Sint Maarten and Curaçao, the 
Bank implemented an “Issue Monitoring 
System” to make sure that all institutions 
resolve the high-risk issues found during 
the examinations in accordance with the 
deadlines indicated. 

During 2015, meetings were conducted 
with the institutions on various IT-related 
topics ranging from the implementation 
of a new financial application to the use 
of cloud services. The Bank also started 
with the activities to include the PSB Bank 
into the NACS2 payment and settlement 
system operated by the Bank, which is ex-
pected to be finalized in the second quar-
ter of 2016. 

Finally, the Bank established a Cyber Se-
curity Taskforce (CSTF) in 2015 with the In-
formation Security Officers of the various 
financial institutions as its members. The 
CSTF will focus on:
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a. Exchange of information on cyber-re-
lated attacks among members and the 
countries of Curaçao and Sint Maarten;

b. Collaboration among members on 
the identification and remediation of 
cyber-related attacks;

c. Knowledge sharing in the area of pre-
vention; and

d. Developing informational material to 
enhance the awareness of the public 
on cyber-related attacks.

INTEGRITY ASPECTS 
OF FINANCIAL SECTOR 
SUPERVISION

To make integrity the norm rather than the 
exception, the Bank has been very active 
in promoting good corporate governance 
in the financial sector of the countries of 
Curaçao and Sint Maarten since 1994. In 
August 1996, the Bank issued Guidance 
Notes for the Board of Directors of Super-
vised Financial Institutions on Corporate 
Governance and a Summary of Best Prac-
tice Guidelines on Corporate Governance, 
which were revised in October 2001 and 
November 2006. The guidance notes de-
scribe, among other things, the general re-
sponsibilities of the Board, the legal obliga-
tions of directors, and the role of auditors.

To encourage the implementation of the 
guidelines, the Bank requires the Board of 
Directors of all supervised financial institu-
tions to provide annually a “Statement of 
Compliance” with the Bank’s Summary of 
Best Practice Guidelines. These statements 
are reviewed by an external auditor. The 
Bank also has institutionalized periodic 
integrity tests of policymakers and hold-

ers of qualifying interests of institutions 
subject to its supervision. These guidelines 
have significantly increased awareness of 
the importance of sound governance and 
integrity by the supervised financial insti-
tutions, some of which are government-
owned. 

The number of persons registered in the 
Integrity Financial Sector Register, includ-
ing (co)policymakers and holders of quali-
fying interests, increased by 179 persons 
in 2015 to reach 3,796 at end-2015. During 
2015, 518 integrity tests were conducted 
with a positive result: 187 for the banking 
and credit institutions sector, 172 for the 
trust and investment sector, and 159 for 
the institutional investors sector. Of those 
518 tests, 145 were tests on persons reg-
istered for the first time: 50 for the bank-
ing and credit institutions sector, 40 for the 
trust and investment sector, and 55 for the 
institutional investors sector. The remain-
ing 373 tests involved the re-testing of the 
integrity of persons already registered 
who were subject to the regular three-year 
integrity testing cycle applied by the Bank. 

In 2015, the Bank made 3 international in-
formation requests as part of the perfor-
mance of its integrity testing activities and 
handled 37 information requests from 
foreign supervisory authorities. Twenty re-
quests were received from the Dutch su-
pervisory authorities regarding supervised 
institutions on the BES islands. 

Furthermore, the Bank registered 24 inci-
dents eroding integrity: 6 cases were re-
ported internally and 18 were reported ex-
ternally. The externally reported incidents 
were mainly pursuant to the Policy Rule for 
Sound Business Operations in the Event of 
Incidents and Integrity-sensitive Positions.    



161

Finally, the Working Group HIT (Harmoni-
zation Integrity Supervision) focused on 
the promotion of the risk-based approach 
by supervised institutions and a broader 
use of subjective indicators for the report-
ing of unusual transactions.

 
INTERNATIONAL 
FINANCIAL SECTOR POLICY 
DEVELOPMENTS

Curaçao and Sint Maarten, as members of 
the Financial Action Task Force (FATF) and 
the Caribbean Financial Action Task Force 
(CFATF), continued their efforts to be com-
pliant with the FATF recommendations. 

The CFATF plenary meeting of November 
2015 in Port of Spain, Trinidad and Toba-
go, adopted the fourth follow-up report 
on Curaçao. Furthermore, the meeting 
decided that, based on the progress made 
with respect to compliance with the CFATF 
action plan, Curaçao is not required to re-
port back to the CFATF plenary meeting 
before November 2016. The plenary meet-
ing also adopted the 6th follow-up report 
of Sint Maarten. Sint Maarten is currently 
in the expedited follow-up process and is 
required to send back its 7th follow-up re-
port to the CFATF plenary meeting in May 
2016.

In November 2015, the Curaçao parlia-
ment adopted the following important 
legislation addressing several of the CFATF 
recommendations:

• the National Ordinance on the actual-
ization and harmonization of the Su-
pervision Ordinances of the Central 
Bank of Curaçao and Sint Maarten;

• the National Ordinance on the amend-

ment of the National Ordinance on the 
Reporting of Unusual Transactions; 
and

• the National Ordinance on the amend-
ment of the National Ordinance on the 
Rendering of Services.

Both the National Ordinance on the ac-
tualization and harmonization of the Su-
pervision Ordinances of the Central Bank 
of Curaçao and Sint Maarten and the Na-
tional Ordinance on the amendment of 
the National Ordinance on the Reporting 
of Unusual Transactions became effective 
on December 5, 2015. The National Ordi-
nance on the amendment of the National 
Ordinance on the Rendering of Services 
became effective on January 1, 2016. Fur-
thermore, the National Ordinance on the 
Supervision of Money Transfer Compa-
nies, which was adopted by the Curaçao 
parliament in 2014, became effective on 
March 1, 2015. A new regulation on indica-
tors also became effective on December 5, 
2015.
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INTRODUCTION

The domestic financial market plays an 
essential role in the economic develop-
ment of the countries of Curaçao and Sint 
Maarten, as it provides economic agents 
with various options for allocating their 
savings and obtaining funds efficiently. 
Promoting further diversification of the fi-
nancial system enhances risk pooling and 
risk-sharing opportunities for investors 
and borrowers.

In addition, the domestic financial market 
provides the government with funding 
possibilities like government bonds for 
dealing with fiscal deficits as an alterna-
tive to riskier external borrowing. Another 
benefit stemming from the issuance of 
government bonds is the establishment 
of a sovereign yield curve to facilitate the 
development of a corporate bond market.

From a central bank perspective, the do-
mestic debt market is a vital instrument 
for conducting indirect monetary policy 

operations, as it enables the use of open-
market operations and interest rates to 
convey monetary policy signals across the 
whole maturity spectrum. The domestic 
financial market serves as a two-way in-
formation corridor between the Bank and 
market participants.

During 2015, only the governments and 
the central bank issued securities55 on 
the capital markets of Curaçao and Sint 
Maarten. The corporate bond market has 
remained small with only two bond issues 
during the past six years: an issue by the 
utility company of Curaçao in 2009 and 
an issue by the harbor of Sint Maarten in 
2012. Privately owned as well as govern-
ment-owned companies have preferred 
to finance their capital needs via the local 
banks or abroad.

55 The Bank Charter limits the agency function of the cen-
tral bank to the governments of Curaçao and Sint Maarten 
only. This limitation means that the Bank cannot facilitate or 
provide its expertise to government agencies or other parties 
that want to raise funds on the local capital market.

CONTRIBUTING TO THE   
ECONOMIC DEVELOPMENT

11DOMESTIC   
FINANCIAL  
MARKET     
DEVELOPMENTS
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As can be seen from Graph 24, the major-
ity of the local capital market consists of 
government-issued debt securities with a 
share of 86% (NAf.4.2 billion), followed by 
corporate bonds (11%, or NAf.557 million), 
and certificates of deposit issued by the 
Bank as an indirect short-term monetary 
policy tool (3%, or NAf.163 million).

The first part of this chapter focuses on 
the pledging rate of the Bank. The second 
part consists of an analysis of the nongov-
ernmental security market, i.e., certificates 
of deposit. This analysis is followed by an 
assessment of the market for government 
securities, focusing on the composition of 
issued debt securities, the issuance during 
2015, and the development in the domes-
tic yield curve. The final part of the chapter 
provides an assessment of the corporate 
bond market of the countries of Curaçao 
and Sint Maarten.

THE PLEDGING RATE OF THE 
BANK

Towards the end of 2007, following the 
outbreak of the financial crisis, the Fed 
funds rate started to decline, dropping 
from 5.25% to a range of 0.00%-0.25%, 
and it remained within that range from 
2009 through 2015.56

The local pledging rate, i.e., the lending 
rate of the Bank,57 follows the trend of 

56 The Federal Funds Rate is a short-term rate objective or 
Target Rate of the Federal Reserve Board. This is also known 
as the Fed Funds Target Rate. However, the actual Fed Funds 
Rate is the interest rate at which depository institutions lend 
balances held at the Federal Reserve to other depository in-
stitutions overnight. These rates change daily, but are usually 
close to the target rate desired by the Federal Reserve, and 
are known as the Effective Federal Funds Rate and reflect the 
Market Fed Funds Rate. Adjustments to the Federal Funds 
Target Rate are made by the Federal Open Market Committee 
(FOMC) usually at regularly scheduled meetings but also can 
be adjusted at any time with an emergency meeting.

57 In principle, the Bank will limit the total amount of ad-
vances provided to each commercial bank to NAf.20 million. 
If commercial banks want to borrow more, the Bank will in-
crease its lending rate by 2.00%.

Graph 24 Composition of the local capital market as per December 2014 (%)
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the Fed funds rate. As a consequence, the 
Bank’s lending rate dropped from a peak 
of 5.50% during mid 2006-mid 2007 to 
1.00% at the end of 2008 and remained 
at this historically low level through 2015 
(see Graph 25).

In addition, the pledging rate is used to 
determine the legal interest rate, which is 
defined as the interest rate set by law on 
legally enforceable claims, such as legal 
judgements and overdue taxes. The legal 
interest rate is equal to the pledging rate 
published by the central bank plus 2 per-
centage points.

NONGOVERNMENTAL  
SECURITIES MARKET

Certificates of deposit (CDs) issued by the 
Bank are tradable nongovernmental in-
struments available in the local money 
markets of Curaçao and Sint Maarten. CDs 
are a monetary tool that the Bank uses 
to control the liquidity in the local money 
market. They are offered via bimonthly 

auctions held according to a set schedule. 
Four terms are offered: 4, 12, 26, and 52 
weeks, with increasing coupons based on 
maturity. Through the auctioning of CDs, 
the Bank provides an investment alterna-
tive to the commercial banks, since short-
term government securities have dried 
up due to the debt relief (see Graph 26). 
In addition, CDs are more flexible than the 
reserve requirement as they can be traded 
and pledged as collateral for borrowing at 
the Bank.58 In 2015, however, commercial 
banks did not trade in CDs in the second-
ary market.

As indicated in Graph 26, the amount of 
outstanding CDs increased from NAf.91.0 
million at the end of December 2014 to 
NAf.162.6 million at the end of 2015. The 
subscription amounts were increased at 
each auction in an effort to mop up part of 
the excess liquidity in the money market. 

58 CDs have the same pledging procedure as government se-
curities. Advances against the collateral of pledged CDs with 
a remaining term to maturity of no more than one year are 
limited to 90% of their nominal value. Pledged CDs may not 
be traded without prior approval from the Bank.

Graph 25 Development in the pledging rate of the CBCS and the Fed funds rate (%)
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During 2015, the amount of outstanding 
CDs averaged NAf.136.2 million, almost 
three times the level in 2014 (NAf.49.6 
million) and five times the level in 2013 
(NAf.25.7 million). During the 2015 auc-
tions, the maximum interest rate on CDs 
averaged 73 basis points, 38 basis points 
higher than in 2014. Furthermore, all CDs 
in 2015 were offered with a higher maxi-
mum coupon rate than in 2014, with inter-
est rates across all maturities expanding 
by at least twice the 2014 rate. This mea-
sure was taken by the Bank to increase the 
attractiveness of the CD auctions, hence, 
improving the subscription.

GOVERNMENT SECURITIES 
MARKET

COMPOSITION OF ISSUED DEBT  
SECURITIES

The local market for government-issued 
securities has changed significantly as a 
consequence of the ‘standing subscrip-
tion,’ which is an integral part of the debt 
relief offered by the Dutch government as 
a component of the constitutional chang-
es. The combination of the debt relief and 
the standing subscription allowed a signifi-

Graph 26 Development in certificates of deposit and short-term government   
     securities (in millions NAf.)

4 weeks 12 weeks 26 weeks 52 weeks

2012 0.20% - - -

2013 0.13% 0.20% 0.27% 0.52%

2014 0.22% 0.32% 0.37% 0.50%

2015 0.48% 0.64% 0.81% 0.99%

Table 44 Development in the maximum coupon rates of certificates of deposit
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cant decline in the interest burden of the 
countries of Curacao and Sint Maarten. A 
standing subscription requires that when-
ever the government of Curaçao or Sint 
Maarten issues debt securities, the Dutch 
State Treasury Agency (DSTA) will partici-
pate mandatorily alongside local partici-
pants at yields prevalent in the Dutch capi-
tal market. 

The composition of the debt securities by 
issuer can be seen in Graph 27. The securi-
ties of the former central government and 
island government of Curaçao of the Antil-
lean constellation were taken over by the 
Netherlands, which registered NAf.1.49 
billion at the end of 2015. This debt was 
owned entirely by local holders. These se-
curities are different from the securities 
issued by the countries of Curacao and 
Sint Maarten at the conclusion of and af-
ter the debt relief under the standing sub-
scription. The amount of debt outstanding 
under the latter securities totaled NAf.2.8 
billion, and was owned almost entirely by 
the DSTA. 

The DSTA bases its subscription price on 
the yield of a euro-denominated security 
of similar duration issued by the State of 
the Netherlands. The underlying assump-
tion is that the Dutch high-grade sovereign 
securities market consistently will carry 
significantly lower interest rates than those 
common in the capital markets of Cura-
çao and Sint Maarten. Dutch government 
securities are rated AAA by Standard and 
Poor’s, while Curaçao and Sint Maarten’s 
securities carry ratings of, respectively, A- 
and BBB+.59 As a result, any new loans is-
sued by the governments of Curaçao and, 
Sint Maarten carry a yield considered too 
low by local investors because it does not 
adequately reflect sovereign and foreign 
exchange risk factors. 

Because the sovereign risk profile of the 
governments and the currency exposure 
created by the Antillean guilder through 
the fixed peg to the US dollar are not incor-

59 The rating of BBB+ from Standard and Poor’s is equivalent 
to Moody’s Baa1 rating.

Graph 27 Composition of debt securities by issuer, as per December 2015   
      (in millions NAf.)
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porated in the yields of government secu-
rities, activities in the capital market--espe-
cially those in the secondary market-- have 
decreased drastically. As can be seen from 
Graph 28, less than 1% of the bonds issued 
under the standing subscription has been 
purchased by local investors. 

The evaluation of the Kingdom Act Finan-
cial Supervision Curaçao and Sint Maarten 
took place in 2015, five years after it en-
tered into force. Based on the findings of 
the evaluation committee, the Kingdom 
Council of Ministers decided to prolong 
the act by three years, thus maintaining 
the standing subscription, which is part of 
the act.

Despite the new issues bought by the 
DSTA, local holders still own approximate-
ly 42% of the outstanding debt as of De-
cember 2015 (see Graph 29).

However, a distinct difference exists in 
the maturity of debt securities held by lo-
cal holders versus those held by the DSTA, 
with the majority of the bonds with local 
holders maturing in 2018 (excluding the 
APNA debt60). These bonds still carry the 
high interest rates prevalent prior to the 
debt relief (see Graph 30).

ISSUANCE OF DEBT SECURITIES IN 
2015

The outstanding debt for the country of 
Curaçao, as per December 31, 2015, was 
NAf.2,255,781,000. On January 20, 2015, 
the Curaçao government issued a 30-year 
bond of NAf.245,454,000 with a nominal 
interest rate of 1.60%, and on December 
30, 2015, a 30-year bond of NAf.33,296,000 
with a nominal interest rate of 1.62%. Sint 
Maarten did not issue any bonds due to 
an instruction by the Kingdom Council of 
Ministers.61 As a result, the total outstand-
ing debt as per December 31, 2015, for 
the country of Sint Maarten remained at 
NAf.501,338,000 (see Table 45 for an over-
view of the outstanding debt securities).

 

60 APNA is the government pension fund of the former 
Netherlands Antilles. Part of the government debt to APNA 
that was taken over by the Netherlands consists of a 6.50% 
annuity for a period of 30 years.

61 In September 2015, the Kingdom Council of Ministers 
(Rijksministerraad) issued an instruction to the government 
of Sint Maarten. The instruction requires the government to: 
(1) settle its payment arrears, (2) compensate for the deficits 
accumulated in 2010-2014, (3) amend the budget to include 
all costs related to the public pension scheme and the health 
care system, (4) implement the measures related to the re-
tirement age and health care system that have already been 
agreed upon by the Council of Ministers, and (5) reform both 
the pension scheme and the health care system by the end 
of 2016. Until Sint Maarten meets criteria 1 to 4, it will not be 
able to issue any new debt to finance capital expenditures.

Graph 28 Breakdown of debt securities 
by holder after the debt relief (%)
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Graph 29 Government bond holdings as per December 31, 2015 (in millions NAf.)

Graph 30 Maturity schedule of government bonds (in millions NAf.)
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Years to maturity Coupon Description of S/A bonds Nominal amount

10 2.500% Curaçao Oct 15 2010 - 2020 100,000,000

15 2.750% Curaçao Oct 15 2010 - 2025 140,000,000

20 2.875% Curaçao Oct 15 2010 - 2030 370,000,000

25 3.000% Curaçao Oct 15 2010 - 2035 475,000,000

30 3.125% Curaçao Oct 15 2010 - 2040 582,391,000

30 2.750% Curaçao Sep 16 2013 - 2043 62,604,000

30 2.450% Curaçao Jun 02 2014 - 2044 247,036,000

30 1.600% Curaçao Jan 20 2015 - 2045* 245,454,000

30 1.620% Curaçao Dec 30 2015 - 2045 33,296,000

2,255,781,000

5 1.500% Sint Maarten Oct 12 2011 - 2016 26,000,000

10 2.500% Sint Maarten Oct 21 2010 - 2020 50,000,000

15 2.625% Sint Maarten Oct 21 2010 - 2025 73,500,000

20 2.750% Sint Maarten Oct 21 2010 - 2030 78,571,000

25 2.875% Sint Maarten Oct 21 2010 - 2035 50,000,000

30 3.000% Sint Maarten Oct 21 2010 - 2040 50,000,000

15 2.250% Sint Maarten Jun 02 2014 - 2029 58,652,000

20 2.375% Sint Maarten Jun 02 2014 - 2034 44,818,000

30 2.450% Sint Maarten Jun 02 2014 - 2044 39,526,000

30 1.800%     Sint Maarten Nov 21 2014 - 2044* 30,271,000

501,338,000

*Sinking bond

Table 45 Overview of bonds issued by the countries of Curaçao and Sint Maarten 
(in NAf.)
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DEVELOPMENT IN THE  
DOMESTIC YIELD CURVE

The domestic yield curve prior to the 
debt relief and the standing subscription 
reflected the interest developments in 
US-denominated securities as a result of 
the peg between the US dollar and Antil-
lean guilder. Traditionally, local yields were 
equal to US treasury yields of comparable 
terms plus a risk margin of about 2-3%. 
This margin reflected the premium for the 
sovereign and currency risks perceived 
by investors. Graph 31 simulates the lo-
cal yield in a scenario with no debt relief 
or standing subscription. It reflects the 
expected higher local yields taking into ac-
count the lower yields on the international 
market.

With the standing subscription, the inter-
est rate of Antillean guilder-denominated 
bonds is based on the Dutch yield of simi-
lar bonds. This means that a bond issued 
by the government of Curaçao or Sint 
Maarten will bear a coupon that does not 

correspond to the interest rates prevalent 
in the local capital market. Furthermore, 
the coupon is not adjusted for either sov-
ereign or currency risk.

In Graph 32 the local yield curve is illus-
trated with the standing subscription as it 
evolved both before (October 9, 2010) and 
after the outstanding government bonds 
of the Netherlands Antilles were taken 
over by the Dutch government as part of 
the debt relief on October 10, 2010. Evi-
dently, the yield on local government secu-
rities has declined substantially since the 
introduction of the standing subscription.

During 2015, the indicative yield in the local 
government securities market remained 
very low, similar to the yield in the Nether-
lands, with the short-term rates of 3, 6, 9, 
and 12 months dropping into negative ter-
ritory. All maturities in 2015 recorded an 
average yearly yield which was lower than 
in the previous years (see Table 46).

Graph 31 Comparison of several yields (%)
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Graph 32 Development in the yield curve for local government securities (%)
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2011 2012 2013 2014 2015

3m 0.51% 0.04% 0.04% 0.06% -0.28%

6m 0.84% 0.09% 0.06% 0.06% -0.23%

9m 1.01% 0.10% 0.07% 0.07% -0.23%

1yr 1.12% 0.10% 0.09% 0.07% -0.23%

5yr 2.28% 1.00% 0.97% 0.51% 0.06%

10yr 3.01% 1.98% 2.01% 1.41% 0.62%

15yr 3.31% 2.40% 2.47% 1.90% 0.95%

20yr 3.39% 2.48% 2.58% 2.05% 1.09%

25yr 3.39% 2.46% 2.63% 2.13% 1.15%

30yr 3.37% 2.45% 2.65% 2.16% 1.26%

Table 46  The development in the average yearly local yield (%)
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CORPORATE BOND MARKET

An indispensable condition for monetary 
stability in a small open economy is creat-
ing sound fiscal conditions. The debt relief 
component of the constitutional changes 
was aimed at creating that condition for 
the new countries of Curaçao and Sint 
Maarten on October 10, 2010. However, 
the side effects of the standing subscrip-
tion by the Dutch State Treasury Agency 
caused the market for government bonds 
to dry up, depriving the Bank of an impor-
tant policy instrument, namely, the ability 
to conduct open market operations. This 
situation constrained the effectiveness of 
monetary policy, and local investors lost 
an attractively yielding low-risk investment 
instrument.

In reaction to this development, the Bank 
embarked on an asset purchase program 
to build a portfolio of corporate bonds. Al-
though views on this program differed, the 
ultimate goal was to create a substitute for 
the conduct of open-market operations in 
line with the Bank’s mandate to promote 
the stability of the guilder. The purchases 
of these corporate bonds resulted in lower 
yields, which were limited not only to the 
individual bonds purchased but also to 
bonds with a similar maturity. In addition, 
these corporate bonds also reduced the 
overall duration risk borne by the market 
and the interest rate risk borne by inves-
tors, hence affecting the entire term struc-
ture. 

Even with a local bond market of NAf.4.2 
billion in government bonds and NAf.557 
million in corporate bonds, local inves-
tors have sought investment opportuni-
ties elsewhere. However, moving more to 
foreign investment options may result in 

increased pressure on foreign reserves, ul-
timately undermining the external stability 
of the currency and making local financial 
institutions more vulnerable to global fi-
nancial risks. Therefore, this development 
is being closely monitored by the Bank. 

The Bank will continue its efforts to further 
encourage the development of a corpo-
rate bond market. A growing corporate 
bond market will provide the countries of 
Curaçao and Sint Maarten with an attrac-
tive financing alternative to bank financing 
for government-owned and private enti-
ties and will create more local investment 
opportunities. Hence, such a market can 
support the economic development of the 
countries.
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GENERAL

The accounting principles applied by the 
Bank in this report are derived from the 
Financial Reporting Principles of the Cen-
trale Bank van Curaçao en Sint Maarten62 
(reference CBCS/2012/1) dated October 
29, 2012, as approved by the Board of Su-
pervisory Directors and stipulated by the 
Meeting of the Entitled Asset Holders on, 
respectively, June 28, 2013 (Curaçao) and 
July 31, 2013 (Sint Maarten). 

The following is a summary of the signifi-
cant accounting principles applied. 

Assets and liabilities are valued at nominal 
value unless otherwise stated. Income is 
recognized on an accrual basis. Expenses 
are incurred in the period to which they 
relate.

The 2015 and 2014 figures are extracted 
from the audited financial statements.

62  “Grondslagen voor de financiële verslaggeving van de 
Centrale Bank van Curaçao en Sint Maarten.”

NOTES TO THE BALANCE 
SHEET AS OF DECEMBER 31, 
2015

GOLD

Gold is valued at the prevailing market price 
at balance sheet date. Unrealized gains/
losses related to market value changes 
are credited/charged to the profit and loss 
statement. Based on article 35, paragraph 
2, and article 40 of the Bank Statute, the 
unrealized result is subsequently credited/
charged to the result before profit distri-
bution and to the appropriated reserve re-
garding gold revaluation. If the balance of 
this appropriated reserve becomes nega-
tive, the negative balance will be charged 
to the profit and loss statement. 

FOREIGN RECEIVABLES AND 
INVESTMENTS

The foreign receivables and investments 
represent current account balances and 
time deposits with foreign financial institu-
tions, securities in foreign currency, bonds 
issued by the former country of the Neth-

STATEMENT FOR THE YEAR 2015
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2015 2014

Assets

Gold 799,350,601 902,444,065

Foreign receivables and investments 2,518,045,667 2,616,438,150

Domestic receivables and investments 361,164,128 371,208,854

Fixed assets 93,254,924 93,148,056

Other current assets 43,228,333 33,989,029

Total assets 3,815,043,653 4,017,228,154

Liabilities & equity

Liabilities

Bank notes in circulation 419,086,683 399,848,436

Nonresidents’ current accounts

    in guilders 44,005,760 7,552,873

    in foreign currency 336,487,663 465,260,657

Residents’ current accounts

    in guilders 1,911,576,714 1,794,119,672

    in foreign currency  73,096,644 296,139,268

Residents’ time deposits

     in guilders  162,600,000 90,100,000

     in foreign currency 53,557,311 43,238,987

Funds in consignment 11,395,413 11,420,709

Other liabilities 17,042,475 14,766,468

Total liabilities 3,028,848,663 3,122,447,070

Table 47 Balance sheet as of December 31 (before profit distribution; in NAf.)
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erlands Antilles and the Island Territory of 
Curaçao, the debts of which were taken 
over by the Dutch State as part of the debt 
relief in connection with the constitutional 
changes, and receivables from govern-
ments and institutions of other countries. 

The securities represent investment port-
folios. The investment portfolios man-
aged internally are - except for monetary 
reasons that can make market operations 
necessary - held to maturity and valued at 
amortized cost. The investment portfolios 
managed externally are valued at the mar-
ket price at balance sheet date. Unrealized 
gains/losses from market value changes 
with regard to the investment portfolios 
managed externally are credited/charged 
to the profit and loss statement.  Based on 
article 35, paragraph 2, and article 40 of 
the Bank Statute, the unrealized result is 

subsequently credited/charged to the ap-
propriated reserve, which is accounted for 
per each investment portfolio. If the bal-
ance of the appropriated reserve becomes 
negative, the negative balance will be 
charged to the profit and loss statement. 

Realized gains and losses are immediately 
accounted for in the profit and loss state-
ment. The accrued interest with respect 
to the investments is accounted for under 
the balance sheet item ”Other current as-
sets.”

DOMESTIC RECEIVABLES AND 
INVESTMENTS

The domestic receivables and investments 
relate to investments in bonds issued by 
semi-government institutions in Cura-
çao and Sint Maarten, and loans granted 

2015 2014

Provisions 30,554,000 62,189,000

Equity

Capital 30,000,000 30,000,000

Reserve fund 30,000,000 30,000,000

Appropriated reserves 651,911,417 755,285,928

Retained earnings 43,729,573 17,306,156

Total equity 755,640,990 832,592,084

Total liabilities & equity 3,815,043,653 4,017,228,154

Table 47 Balance sheet as of December 31 (before profit distribution; in NAf.) cont.
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2015 2014

Income

Interest income 48,798,727 40,597,515

Interest expenses -837,724 -299,856

Net interest income 47,961,003 40,297,659

Capital gain 28,021 5,749,581

Net unrealized loss related to market value changes -103,250,499 -1,690,206

Realized foreign exchange result 5,938,690 5,324,652

Net unrealized foreign exchange result -230,741 -54,999

Management and custody fee -438,572 -440,601

Net investment and foreign exchange result -49,992,098 49,186,086

Supervision income 13,680,246 10,238,644

Miscellaneous income 1,673,344 1,769,536

Other income 15,353,590 12,008,180

Total income -34,638,508 61,194,266

Expenses

Depreciation of tangible fixed assets 5,648,885 5,046,081

Depreciation of intangible fixed assets 2,001,646 1,406,669

General operating expenses 25,409,600 48,433,020

Total expenses 33,060,131 54,885,770

Net result including loss from market value changes and unreal-

ized foreign exchange result
-67,698,639 6,308,496

Withdrawal unrealized loss related to market value changes and 

unrealized exchange result from the appropriated reserves
103,374,511 1,745,205

Net result 35,675,872 8,053,701

Table 48 Profit and loss statement (in NAf.)
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based on article 10, paragraph 3, sub f, of 
the Bank Statute, collateralized by a mort-
gage on real estate located in Curaçao 
and Sint Maarten or other collateral. The 
bonds are valued at their amortized cost 
and the loans at their nominal value less a 
provision for possible losses.

The accrued interest with respect to the 
bonds and loans is accounted for under 
the balance sheet item “Other current as-
sets.”

FIXED ASSETS

These assets, which also include the print-
ing cost of bank notes and the capitalized 
cost price or production costs of purchased 
and self-developed software applications, 
are - with the exception of land and art - 
valued at cost after deduction of accumu-
lated depreciation, calculated on the basis 
of the expected useful life of the assets fol-
lowing the straight-line method. Land and 
art are valued at cost. Impairment losses, if 
any, are charged directly to the profit and 
loss statement.

OTHER CURRENT ASSETS

This item includes, among other things, li-
cense fee receivable, accrued interest, pre-
paid expenses, coins and currency held as 
petty cash, accounts receivable, and other 
short-term receivables. These assets are 
valued at their nominal value less a provi-
sion for possible losses.

BANK NOTES IN CIRCULATION

This item represents the nominal value of 
the bank notes issued by the Bank that are 
in circulation at the balance sheet date.

NONRESIDENTS’ CURRENT 
ACCOUNTS

This item represents the balances in cur-
rent accounts of foreign banks and/or for-
eign government institutions. Foreign cur-
rency balances are converted into guilders 
at the Bank’s official mid-rates prevailing at 
the balance sheet date. The balances are 
mostly noninterest-bearing. 

RESIDENTS’ CURRENT ACCOUNTS

These accounts include the noninterest-
bearing balances in the current accounts 
of domestic banks, the governments of Cu-
raçao and Sint Maarten, other government 
institutions in Curaçao and Sint Maarten, 
and the reserve requirement of domestic 
banks. Most of the balances are denomi-
nated in guilders. Foreign currency balanc-
es are converted into guilders at the Bank’s 
official mid-rates prevailing at the balance 
sheet date.

RESIDENTS’ TIME DEPOSITS

These deposits include the balances in 
time deposits and certificates of deposit of 
domestic banks and government institu-
tions. Foreign currency balances are con-
verted into guilders at the Bank’s official 
mid-rates prevailing at the balance sheet 
date. These balances are interest-bearing.

FUNDS IN CONSIGNMENT

This item represents the nominal value of 
the Bank’s liability for money received in 
custody from third parties in conformity 
with the Ordinance on Money held in Con-
signation (P.B. 1886, no. 22).
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OTHER LIABILITIES

This item includes, among other things, 
license fee payable, accrued interest, and 
accounts payable.

PROVISIONS

The balance of the provisions refers to, 
among other things, provisions for early 
retirement (VUT), “duurtetoeslag,” and 
medical expense premiums SZGBNA. 
These provisions are periodically calculat-
ed by an actuary.

CAPITAL

Under article 34 of the Bank Statute the 
capital amounts to NAf. 30 million.

RESERVE FUND

This fund concerns a reserve to be formed 
from the profit up to an amount of NAf. 30 
million. Under article 34 of the Bank Stat-
ute, this reserve is intended to cover po-
tential losses on the capital of the Bank.

APPROPRIATED RESERVES 

The appropriated reserves relate to the 
unrealized gains/losses from market value 
changes and foreign exchange results on 
the balance sheet items that comprise the 
foreign exchange reserves (gold, foreign 
receivables, and investments). The appro-
priated reserves are accounted for sepa-
rately for gold, investment portfolios, and 
foreign exchange result.

The unrealized gains/losses from market 
value changes and foreign exchange re-
sults are credited/charged to the profit 
and loss statement when they originate. 
Based on article 35, paragraph 2, and ar-

ticle 40 of the Bank Statute, the unrealized 
results are subsequently credited/charged 
to the result before profit distribution and 
to the respective appropriated reserve. If 
the balance of the respective appropriated 
reserves becomes negative, the negative 
balance will be charged to the profit and 
loss statement. 

The revaluation of the foreign exchange 
reserves as of December 31, 2015 resulted 
in a net decrease of the appropriated re-
serves of NAf.103.375 million, consisting of 
an unrealized loss on gold of NAf.103.094 
million, an unrealized loss on investments 
of NAf.157 thousand, and an unrealized 
loss on foreign exchange of NAf.124 thou-
sand.

RETAINED EARNINGS

This item represents the accumulated 
earnings of the Bank less profit distribu-
tions paid to the governments of Curaçao 
and Sint Maarten. 

NOTES TO THE PROFIT AND 
LOSS STATEMENT 2015

INTEREST INCOME

Interest income is generated mainly from 
current accounts, time deposits, bonds of 
the former country the Netherlands An-
tilles and the Island Territory of Curaçao 
(the debts of which were taken over by the 
Dutch State in connection with the con-
stitutional changes), domestic bonds and 
loans, gold investments, and securities in 
foreign currency.
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NET UNREALIZED LOSS RELATED 
TO MARKET VALUE CHANGES

The net unrealized loss related to market 
value changes fluctuates based on the pre-
vailing market prices at month-end of gold 
and the securities in foreign currency man-
aged externally.

REALIZED FOREIGN EXCHANGE 
RESULT

These earnings result from the margin 
between the buying and selling rates ap-
plied by the Bank when trading in foreign 
currencies and from the differences in ex-
change rates arising from conversions.
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In 1982, there was a severe shortage of small change 
on the islands that the governor decided to issue small 
denomination notes to alleviate this shortage. However, 
the shortage reached such proportions that some of the 
large trading houses started issuing their own small-
denomination 'paper money', the so-called Traders' 
notes..
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BRIEF HISTORY OF OUR 
BANKNOTES

The first banknotes were introduced in the 
beginning of the nineteenth century. Be-
fore then, silver and gold coins, many of 
which were counterfeited, were used. One 
of the coins circulating was the Golden 
Johannis, also known as the ‘Golden Joe’. 
This coin had a very high value at the time 
and was therefore regularly targeted by 
counterfeiters and other rogues who cut 
off small pieces or even hollowed them 
out and filled them with solder. By 1818, 
the situation had become such a problem 
that the citizens no longer wanted to ac-
cept the Johannis as payment, whether un-
adulterated or not.

Stringent measures were needed to re-
store trust in gold coins, so all Johannises 
were confiscated and replaced by a paper 
receipt stating the number of coins hand-
ed in. These receipts were numbered, car-
ried the King’s seal, and were signed by 
members of the Council.

To avoid disrupting the money circulation, 
it was decreed that these paper receipts 
were to be accepted by everyone as if they 
were gold coins, without any sort of dis-
count. With that decree, the first banknotes 
of the Netherlands Antilles were born.

In 1827, King William III, in his efforts to 
harmonize the currency, ordered the es-
tablishment of a circulation bank, the 
present Centrale Bank van Curaçao en 
Sint Maarten. The Bank officially opened 
its doors on February 6th, 1828. It is by far 
the oldest still-operating circulation bank 
of the Americas and the Caribbean.

The Bank’s first director was Johannes van 
den Bosch. When he arrived in Curaçao in 

December 1827, he  brought with him five 
crates of new banknotes printed by Johan 
Enschede en Zonen in the Netherlands. 
Preprinted on the notes was the date 1827. 
That turned out to be rather optimistic. As 
a result, when the Bank opened its doors 
in 1828, it had to make do with notes that 
were wrongly printed. However simple the 
notes look nowadays, they were more or 
less state-of-the-art at that time and were 
enhanced with an ingenious mechanism 
to make counterfeiting extremely difficult.

Fast forwarding up to 1986, when the Bank 
charter was amended, a new banknote se-
ries was introduced printed by Johan En-
schede en Zonen. The series was designed 
by Ravelo and now has been in circulation 
for over twenty years. The notes are color-
ful, modern, and functional. For its design, 
Ravelo used local birds like the oriole (5 
guilder), the hummingbird (10 guilder), the 
flamingo (25 guilder), the refous-collared 
sparrow (50 guilder), the banana quit (100 
guilder), and the Caribbean mockingbird 
(250 guilder).

The 1986 series was reprinted in 1990 and 
1994. In 1998, the Bank decided to increase 
the security features of its banknotes. One 
of the most obvious features was the use 
of gold foil print. This gold foil turns black 
when photocopied or scanned. The 1998 
series was reprinted in 2001, 2003, 2006, 
2008, and 2011.
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CONTACTING THE BANK

CURAÇAO

Simon Bolivar Plein 1
Willemstad,
Curaçao
Phone: (599 9) 434-5500
Fax: (599 9) 461-5004
E-mail: info@centralbank.cw

SINT MAARTEN

Walter Nisbeth Road 25
Pondfill Philipsburg 
Sint Maarten
Phone: (1721) 542-3520
Fax: (1721) 542-4307
E-mail: info@centralbank.cw
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