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I REPORT OF THE PRESIDENT

The global economy continued to expand 
at a solid pace during the third quarter of 
2017, driven by growth in the advanced 
economies as well as in the emerging 
and developing economies. The global 
growth benefitted from improved financial 
conditions. In the advanced economies, 
the equity markets recorded gains while 
volatility dropped. Meanwhile, interest 
rates were down in the emerging markets. 
Moreover, global inflationary pressures 
rose mainly because of higher fuel prices 
due to, among other things, weather events 
in the United States, geopolitical tensions 
in the Middle East, and the extension of 
OPEC’s decision to limit oil production. 

Amidst these global developments, the 
Curacao economy recorded a real GDP 
contraction of 1.4% during the third 
quarter of 2017 compared to the third 
quarter of 2016. Furthermore, inflationary 
pressures rose primarily due to increased 
fuel and food prices. Consequently, the 
inflation rate turned around from -0.6% 
in the third quarter of 2016 to 1.1% in 
the third quarter of 2017. In addition, the 
annualized inflation rate climbed to 1.3%.

Unfortunately, the Bank has not yet been 
able to estimate real GDP growth for 
Sint Maarten during the third quarter of 
2017 due to a lack of data, particularly 
on inflation, tourism, and public finances. 
Hurricane Irma damaged a great part of 
the infrastructure to compile and report 

fiscal and economic statistics. As a result, 
this quarterly bulletin does not include 
an analysis of the real sector and public 
sector developments in Sint Maarten 
during the July–September period of 2017. 
In its place is a literature review on the 
economic effects of natural disasters on 
island economies along with the Bank’s 
preliminary real GDP projections of Sint 
Maarten in the wake of Hurricane Irma. 

Curaçao’s real economic contraction 
during the third quarter of 2017 stemmed 
from a decline in domestic demand, as net 
foreign demand expanded. The increase 
in net foreign demand was the result 
of a decline in the import of goods & 
services, moderated by a drop in exports. 
Meanwhile, domestic demand dropped 
as both public and private spending went 
down. Both government consumption and 
investment caused the decline in public 
demand. Private spending shrank as a 
result of a decline in private consumption as 
the higher inflationary pressures reduced 
the purchasing power of consumers. By 
contrast, private investment rose, albeit at 
a slower pace than in the third quarter of 
2016. 

An analysis by sector shows that 2017’s third 
quarter GDP contraction was attributable 
largely to the manufacturing, transport, 
storage, & communication, wholesale 
& retail trade, restaurants & hotels, and 
financial intermediation sectors. The 
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contraction in the manufacturing sector 
was primarily caused by lower production 
at the Isla refinery. The transport, storage, 
& communication sector performed poorly 
because both air transportation and 
harbor activities dropped. Airport-related 
activities went down, reflected by a drop 
in both passenger traffic and the number 
of commercial landings on the back of the 
reduction in flights by domestic carrier, 
InselAir, due to its financial headwinds. 
Meanwhile, the harbor recorded a decline 
in the number of ships piloted into the port 
and in cargo and container movements. 
The negative outcome in the wholesale 
& retail trade sector resulted from lower 
domestic and tourism spending combined 
with fewer activities at the free zone. 

Real value added dropped in the 
restaurants & hotels sector as a result of 
a decline in stay-over tourism, moderated 
by an increase in cruise tourism. The 
disappointing performance of stay-over 
tourism was related to, among other 
things, the cancellation of the Curaçao 
North Sea Jazz Festival in September 2017 
that traditionally attracts many tourists. 
All main stay-over tourism markets, 
particularly the Venezuelan, Caribbean, 
Dutch, and US markets, recorded a decline 
during the third quarter of 2017 compared 
to the third quarter of 2016. In contrast, 
cruise tourism benefitted from the opening 
of the second megapier and the changes 
of itineraries by the cruise lines because 
of the devastations caused by hurricanes 
Irma and Maria in popular destinations 
in the Caribbean. Consequently, both 
the number of cruise tourists and cruise 
calls rose significantly during the July– 
September period of 2017. Meanwhile, the 
activities in the financial intermediation 
sector dropped because of negative 

contributions by both the domestic and 
international financial services sectors.

By contrast, output rose in the construction 
and utilities sectors. Growth in the 
construction sector was less pronounced, 
however, than in the third quarter of 
2016 as the construction of the second 
megapier and the hospital were reaching 
their final stages. The positive results in 
the utilities sector reflected an increase in 
both electricity and water production. 

On the fiscal front, the government of 
Curaçao registered a budget deficit of 
NAf.25.3 million in the third quarter 
of 2017, a worsening compared to the 
deficit of NAf.13.5 million recorded in the 
third quarter of 2016. The public finances 
deteriorated because of a decline in 
government revenues while expenditures 
dropped slightly. Government revenues 
shrank as a result of declines in both 
nontax and tax proceeds. The decline in 
nontax revenues was caused by a drop 
in social security income. Meanwhile, tax 
proceeds went down due to declines in 
taxes on goods & services, notably sales 
tax and profit tax, mitigated by an increase 
in property tax earnings. The lower 
expenditures were the result of declines 
in transfers & subsidies, wages & salaries, 
and goods & services, moderated by 
higher transfers towards the buffer fund 
of the social security bank, SVB.

Preliminary data and estimates of the Bank 
indicate that the deficit on the current 
account of the balance of payments rose 
during the third quarter of 2017 compared 
to 2016’s third quarter as a result of a 
decline in the net export of goods and 
services. The decline in the net export of 
goods and services was caused by a drop 
in exports that surpassed the lower import 
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bill. Exports dropped because of a decline 
in the fee earned for refining activities 
in Curaçao. Also, foreign exchange 
earnings from air transportation services 
provided to abroad and the re-export of 
merchandise by the free-zone companies 
in Curaçao shrank. Moreover, both Curaçao 
and Sint Maarten recorded a decline in the 
foreign exchange earnings from stay-over 
tourism. The decline in Sint Maarten was 
attributable to the passage of Hurricane 
Irma in September that destroyed most 
of the island’s tourism infrastructure. 
Meanwhile, the lower import bill reflected 
a drop in both oil and non-oil merchandise 
imports. Oil imports dropped because of 
lower volumes purchased in Curaçao while 
the contraction in non-oil merchandise 
imports was related to, among other 
things, a decline in tourism and domestic 
spending in both Curaçao and Sint 
Maarten and lower re-export activities by 
the free-zone companies in Curaçao. The 
increase in the current account deficit was, 
however, moderated by an improvement 
in the income balance as interest income 
earned on foreign investments rose, while 
interest income paid to foreign investors 
dropped. Meanwhile, the current transfers 
balance remained practically unchanged 
as the drop in current transfers paid to 
abroad was offset by a decline in current 
transfers received from abroad. Gross 
official reserves declined during the third 
quarter of 2017 because the external 
financing was not sufficient to cover the 
current account deficit.  

The money supply expanded in the third 
quarter of 2017 driven by increases in 
both net foreign assets and net domestic 
assets. Net foreign assets grew at both 
the commercial banks and the central 
bank. Meanwhile, net domestic assets 

rose reflecting, among other things, a 
growth in net credit extension to the 
private sector driven by a rise in loans 
extended in Curaçao but moderated by 
a decline in Sint Maarten. Private credit 
extension in Curaçao rose due to an 
increase in mortgages, consumer loans 
and business loans extended, offset 
partly by a decline in the “other” loan 
component. By contrast, Sint Maarten 
recorded a contraction in private credit 
extension as the increases in mortgages 
and the “other” loan component were not 
sufficient to compensate for the declines in 
business and consumer loans. Also, lower 
liabilities towards the government sector 
as a result of the drawdown of deposits by 
the governments of both Curaçao and Sint 
Maarten contributed to the increase in the 
net domestic assets. 

The Bank continued to deploy its monetary 
policy instruments in a neutral manner 
during the first half of the third quarter 
of 2017. However, as of August 18, 2017, 
the Bank started to gradually reduce the 
amount of outstanding certificates of 
deposits (CDs) by issuing a lower amount 
than matured during the bi-weekly 
auctions. Consequently, the amount of 
outstanding CDs dropped. Meanwhile, the 
reserve requirement percentage was kept 
at 18.00%. Nevertheless, the amount of 
required reserves rose due to an increase 
in the base upon which they are calculated. 

Over the last decade, the economy of 
Curaçao has performed poorly with real 
GDP increasing by a mere 0.1% on average 
per year. Furthermore, real GDP per capita 
has dropped by approximately 10% over 
the past decade. An important lesson learnt 
is that fiscal discipline and strict adherence 
to budgetary rules alone will not lead to 
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growth. Furthermore, although public 
investments, such as the construction of a 
new hospital and the upgrading of the road 
infrastructure, contribute positively to real 
GDP growth in the short term, they do not 
lead to higher economic growth. Curaçao 
cannot depend on the government alone 
or on incidental factors to reach higher 
economic growth and thereby social-
economic progress. What is needed is an 
approach wherein the government creates 
the macroeconomic conditions that 
trigger private investments. Therefore, it is 
crucial for the government to implement 
structural reforms to improve Curaçao’s 
competitiveness and investment climate 
in close consultation with all stakeholders. 
Meanwhile, the private sector should take 
a more proactive role in identifying market 
opportunities and developing innovative 
responses to those opportunities. 

In Sint Maarten, both the public and 
private sectors are responsible for the 
reconstruction of the country following 
Hurricane Irma. The Dutch government 
has made €550 million (NAf.1.2 billion) 
available in reconstruction aid to Sint 
Maarten to be managed by the World 
Bank. The public and private sectors will 
have an important role in identifying, 
prioritizing, and implementing the 
projects for the reconstruction and 
economic recovery effort. However, 
the reconstruction aid is bound to two 
conditions, i.e., the establishment of an 
Integrity Chamber and the strengthening 
of border controls through the assistance 
of the Royal Dutch Marechaussee. For 
the aid to commence, the government 
must take the necessary actions to meet 
those requirements as soon as possible. 
In addition, measures should be taken 
to ease the adverse social-economic 

consequences of natural disasters, such as 
hurricanes, in the future. These measures 
should include establishing a disaster fund 
or joining an international catastrophe risk 
insurance scheme, providing facilities to 
improve bank financing in the aftermath 
of the disaster, and strengthening financial 
education of the population, particularly in 
the area of insurance. 

L.A. Matroos - Lasten

President a.i. 
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THE UNITED STATES

The US economy expanded by 2.3% in 
the third quarter of 2017, an acceleration 
compared to the 1.5% growth recorded 
in the third quarter of 2016 (see Table 1). 
The acceleration of real GDP growth was 
attributable to an expansion in domestic 
demand, mitigated by a contraction in net 
foreign demand.

Domestic demand increased in the third 
quarter of 2017 because the growth in 
private demand surpassed the slight 
decrease in public demand. The increase 
in private demand was due mainly to a 
significant growth in private investment, 
including more investments in equipment, 
fixed assets, structures, intellectual 
property products, and construction of 
nonresidential buildings. Higher consumer 
spending also contributed to the increase 
in private demand. Consumers spent 
more on durable goods, such as motor 
vehicles & parts, furnishings & household 
equipment, recreational goods & vehicles, 

and on services such as recreation, 
accommodations, and finance & insurance. 
In contrast, public demand shrank because 
of lower spending by the state and local 
governments, while federal spending 
remained flat. Furthermore, net foreign 
demand contributed negatively to real 
GDP growth because exports increased at 
a slower pace than imports.

The U.S. unemployment rate declined 
to 4.3%, attributable mainly to job gains 
in the professional & business services, 
education & health services, and leisure 
& hospitality services. Furthermore, the 
number of long-term unemployed and 
part-time workers dropped.

Inflationary pressures increased to 1.9% 
during the third quarter of 2017 as a 
result of higher energy costs, fuel prices, 
and transportation and housing costs, 
mitigated by declines in communication 
costs and prices of other household 
equipment and furnishing.

INTERNATIONAL ECONOMIC 
DEVELOPMENTS

Table 1 Economic indicators of the United States

2016-III 2017-III

Real GDP (% change) 1.5 2.3

Consumer prices (%)            1.1 1.9 

Unemployment rate (%) 4.9 4.3 

Sources: US Bureau of Economic Analysis and US Bureau of Labor Statistics. 

II
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In line with the recent and expected 
labor market conditions and inflation, the 
Federal Reserve maintained the federal 
funds rate at 1.00%-1.25% as the economy 
is expected to expand at a moderate pace. 
The stance of monetary policy remains 
accommodative, thereby supporting 
some further strengthening of labor 
market conditions and continued progress 
towards the 2% inflation rate target over 
the medium term.

THE NETHERLANDS

The Dutch economy recorded a real GDP 
growth of 3.0% in the third quarter of 
2017, an acceleration compared to the 
2.4% growth in the third quarter of 2016 
(see Table 2). Third-quarter growth in 2017 
was driven by increases in investment, 
consumption, and exports. 

The real GDP expansion in the Netherlands 
during the third quarter of 2017 was 
attributable mainly to higher domestic 
and net foreign demand. The increase 
in domestic demand resulted primarily 
from the rise in private spending on fixed 
assets. Private investment growth was due 
to spending on houses, costs related to the 
transfer of land, transport, and computers 
& telecommunication equipment. Private 

consumption increased as consumers 
spent more on electrical appliances, 
clothing & textiles, and home furnishings. 
Consumers also spent more on services, 
such as hospitality and leisure. Public 
demand grew because the increase in 
public consumption exceeded the slight 
decrease in public investment. 

Net foreign demand contributed positively 
to real output growth because the 
export of goods and services outpaced 
the increase in imports. The export 
growth reflected mainly more exports of 
machines, equipment, chemical products, 
and cars. Moreover, the higher import bill 
resulted primarily from more imports of 
machines & transport equipment, mineral 
fuels, chemicals, transport services, and 
business services. 

An analysis by sector reveals that the 
economic growth in the third quarter of 
2017 was led particularly by increased 
activities in the manufacturing, 
construction, trade, transportation & 
hospitality, rental & property management, 
and business services sectors, mitigated 
by fewer activities in the mining industry.

The inflation rate rose to 1.4% in the third 
quarter of 2017, following zero inflation in 
the third quarter of 2016. The increased 
inflationary pressures were caused mainly 

2016-III 2017-III

Real GDP (% change) 2.4 3.0

Consumer prices (%)            0.0 1.4

Unemployment rate* (%) 5.6 4.5

Source: Central Bureau of Statistics.  
*International definition.

Table 2 Economic indicators of the Netherlands
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government’s hostile stance towards the 
private sector will keep private investment 
muted. Meanwhile, Venezuelan consumers 
are experiencing rapid loss in purchasing 
power because of high inflationary 
pressures, resulting in lower consumption. 
Moreover, public demand is expected 
to contract in 2017 despite the political 
pressure to maintain the same level of 
public spending by relying on seigniorage 
revenues to fund these expenditures. 
The steep decline in oil prices has halved 
the government revenues from oil, which 
were historically the single largest source 
of government income, consequently 
limiting government consumption.

The contribution of net foreign demand to 
real GDP will be positive in 2017 because 
the lower imports will exceed the decline 
in exports. The lack of hard currency, 
government restrictions on foreign 
currency, high tariffs, and government 
price controls will reduce the volume of 
imports while exports will decrease only 
modestly as the rising oil prices will be 
moderated by a decline in production. 

Inflation is projected to range between 
652.7% and 1,998.1% in 2017 as a result 
of expansionary fiscal policy and the 
devaluation of the bolivar, thereby 

by higher prices of food & beverages, 
housing, water & energy, transport, 
recreation & culture, and restaurants & 
hotels. The labor market improved further 
resulting in an unemployment rate of 4.5% 
in the third quarter of 2017, down from 
the 5.6% unemployment rate recorded in 
the third quarter of 2016.

VENEZUELA

According to the estimates of the 
International Monetary Fund (IMF) and 
Business Monitor International (BMI), real 
GDP growth in Venezuela is expected to 
contract between 4.7% and 12.0% in 2017 
(see Table 3), lower than 2016’s estimated 
contraction of 16.5 % to 18.6%. Low oil 
prices, hyperinflation, and a poor business 
environment will keep the economy in 
recession.

As Venezuela remains in a deep crisis, 
its current political environment and 
fiscal and monetary policies do not 
contribute to moving the economy out 
of recession. In addition, the weak oil 
exports, hyperinflation, and poor business 
environment continue to stifle growth. 
The ongoing political crisis and the 

2016 2017

Real GDP (% change) -16.5 to -18.6 -4.7 to -12.0

Consumer prices (%)            254.4 to 472.9 652.7 to 1,998.1

Unemployment rate (%) 20.6 26.4

Sources: International Monetary Fund; Business Monitor International; Economic Commission for Latin America and 
the Caribbean and International Labor Organization

Table 3 Economic indicators of Venezuela
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eroding purchasing power and fueling 
hyperinflation.

Venezuela is set to remain in a crisis 
because of the continuing political 
instability, hyperinflation, and poor 
business environment. Another risk that 
Venezuela and the region are facing is the 
humanitarian crisis and ensuing migration 
of Venezuelans to neighboring countries, 
which might intensify Venezuela’s 
economic crisis in the foreseeable future. 
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GENERAL ECONOMIC 
DEVELOPMENTS IN CURAÇAO

The Curaçao economy contracted by 1.4% 
in the third quarter of 2017, following 
a decline of 0.7% in the third quarter 
of 2016. The GDP contraction in 2017’s 
third quarter resulted from a decline in 
domestic demand offset partly by an 
increase in net foreign demand (see Table 

4). Meanwhile, consumer prices recorded 
a significant increase from a deflation of 
-0.6% in the third quarter of 2016 to an 
inflation of 1.1% in the third quarter of 
2017. The increased inflationary pressures 
were largely the result of higher oil and 
domestic food prices.

The expenditure side of GDP shows that 
the economy contracted in the third 

GENERAL ECONOMIC DEVELOPMENTS

2016-III 2017-III

Domestic expenditure, of which: 0.4 -1.5

Private sector 0.4 -0.7

       Investment 0.3 0.1

       Consumption 0.1 -0.8

Government sector -0.1 -0.8

       Investment 0.1 -0.3

       Consumption -0.2 -0.5

Changes in inventory -0.1 -0.2

Foreign net expenditure, of which: -0.9 0.3

 Export of goods and services -1.1 -5.2

 Import of goods and services -0.2 -5.5

GDP -0.7 -1.4

Source: Estimates by the Centrale Bank van Curaçao en Sint Maarten. 
* Expenditure categories data are weighted contributors to GDP growth.

Table 4 GDP by expenditure of Curaçao* (real percentage changes)

III
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quarter of 2017 as a result of a decrease in 
both private and public demand, mitigated 
by an increase in net foreign demand. 
Private demand dropped because the 
decrease in consumption surpassed the 
increase in investment. Higher inflationary 
pressures affected the purchasing power 
of consumers causing a decline in private 
consumption. The decline in private 
consumption was in line with lower sales 
tax revenues. At the same time, private 
investment grew due to, among others 
things, the construction of the second 
mega-pier, the ongoing expansion and 
remodeling of the airport, and hotel 
projects. Public demand went down 
due mainly to a decline in government 
consumption reflecting a decrease in the 
outlays on wages & salaries and goods 
& services. Furthermore, government 
investments dropped because the 
construction of the new hospital is reaching 
its final stages.

Net foreign demand contributed positively 
to GDP because imports declined at 
a faster pace than exports. The lower 
imports reflected declines in domestic 
and tourism spending. Also, the free-zone 
companies imported less merchandise. 
Exports dropped due to lower re-exports 
by the free-zone companies and fewer 
foreign exchange revenues from tourism 
and air transportation services provided 
to abroad. Also, the fee earned for refining 
operations in Curaçao dropped.

DOMESTIC PRODUCTION

An analysis by sector shows that the 
economic contraction in the third 
quarter of 2017 was attributable mainly 
to fewer private sector activities. The 
private sector recorded contractions in 

the manufacturing, transport, storage, 
& communication, wholesale & retail 
trade, restaurants & hotels, and financial 
intermediation sectors (see Table 5). 

Following growth in the third quarter of 
2016, the manufacturing sector contracted 
in the third quarter of 2017 (-3.9%) because 
of a decline in the refining activities 
performed by the Isla refinery.

Real value added in the transport, storage, 
& communication sector fell in 2017’s third 
quarter (-1.0%) as a result of decreases in 
activities at both the airport and the harbor. 
Activities at the airport dropped because 
fewer passenger transport services were 
provided by the domestic airline, InselAir, 
due to its financial woes. Consequently, 
the numbers of commercial landings and 
passengers dropped. Furthermore, the 
harbor activities dwindled because fewer 
ships were piloted into the port of Curacao, 
particularly freighters and tankers. In 
addition, cargo and container movements 
dropped. 

Real value added dropped also in the 
wholesale & retail trade sector (-2.0%) 
because tourism spending, domestic 
spending, and free-zone activities declined. 
The decrease in activities at the free zone 
was in line with the lower number of 
visitors, especially from Guyana, Haiti, 
Jamaica, Trinidad, and Venezuela.

In the restaurants & hotels sector, real value 
added dropped further in the third quarter 
of 2017 (-8.9%) as a result of a marked 
decline in the number of stay-over visitors 
(-14.9%) and the number of visitor nights 
(-5.7%).  The disappointing performance 
of stay-over tourism can be explained by, 
among other things, the cancellation of the 
2017 Curaçao North Sea Jazz Festival that 
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traditionally attracts many tourists in the 
month of September. The decline in the 
number of stay-over visitors was caused 
primarily by a significant decrease in the 
number of Venezuelan visitors (-55.4%), 
as the country is experiencing a prolonged 
economic recession and political instability. 
In addition, the number of visitors dropped 
from other South American countries, 
including Brazil, Guyana, Panama, and 
Surinam. The Caribbean market also 
recorded a decline due primarily to fewer 

visitors from Trinidad & Tobago and Aruba. 
Following an increase in the third quarter 
of 2016, the European market registered a 
contraction caused mainly by fewer visitors 
from Germany, the Netherlands, and 
Belgium. Moreover, the North American 
market contracted as a result of fewer 
visitors from the United States moderated 
by an increase in the number of visitors 
from Canada. (See Table 8 in Appendix 
I for more details on stay-over tourism 
development.) Similar to the negative 

2016-III 2017-III

Agriculture, fishery, & mining 9.4 -1.8

Manufacturing 0.1 -3.9

Electricity, gas, & water 1.4 1.7

Construction 4.1 3.5

Wholesale & retail trade 0.0 -2.0

Restaurants & hotels -6.4 -8.9

Transport, storage, & communication -0.8 -1.0

Financial intermediation 0.6 -1.0

Real estate, renting, & business activity -1.8 -0.6

Other community, social, & personal services -1.6 0.2

Private households -0.7 -0.5

Total private sector -0.4 -1.0

Public sector -0.2 -0.4

Taxes minus subsidies -0.1 0.0

GDP -0.7 -1.4

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

Table 5 GDP by sector of Curaçao (real percentage changes)
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development in the number of visitors, 
the hotel occupancy rate fell (-1.6%) in 
the third quarter of 2017 compared to 
the third quarter of 2016. By contrast, 
the number of cruise tourists and cruise 
calls increased considerably by 87.4% 
and 80.0%, respectively. The significant 
increase in cruise tourism was due mainly 
to the opening of the second mega-pier 
and changed itineraries by the cruise 
lines because of the devastation caused 
by hurricanes Irma and Maria in popular 
cruise destinations in the Caribbean.

Following growth in 2016’s third 
quarter, real value added in the financial 
intermediation sector declined in the 
third quarter of 2017 because of declines 
in both the domestic and international 
financial services sectors. Real value added 
in the domestic financial services sector 
declined as reflected by a drop in net 
interest income and other fees & income. 
Meanwhile, the decline in the international 
financial services sector reflected lower 
wages & salaries and other operational 
expenses.

In contrast, output rose in the construction 
and utilities sectors during the third 
quarter of 2017. The construction sector 
performed well, albeit growth was slower 
than in 2016’s third quarter because the 
construction of the second mega-pier and 
the new hospital were entering their final 
stages. The utilities sector expanded (1.7%)  
in the three months ending September 
2017 because of more water and electricity 
production.

INFLATIONARY PRESSURES 

An analysis of price developments on an 
annual quarterly basis reveals that the 
inflation rate in Curaçao turned around 
from -0.6% in the third quarter of 2016 
to 1.1% in the third quarter of 2017 (see 
Graph 1). The rise in the average price level 
was driven largely by increases in fuel and 
food prices in 2017 compared to 2016. 

Graph 1 Developments in consumer prices (annual percentage change) 
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An analysis of the developments in the 
Consumer Price Inflation (CPI) components 
in Curaçao indicates that during the third 
quarter of 2017, average prices rose in 
all categories except for the category 
“Clothing & footwear” (0.0%). Consumer 
prices accelerated in the “Food” category 
(1.8%) caused primarily by an increase in 
the prices of meat & fish, vegetables & 
fruits, and outdoor consumption, mitigated 
by a drop in the price of dairy products. 
After declining in the third quarter of 2016 
(-1.2%), prices rose in the third quarter 
of 2017 in the category “Housing” (1.1%) 
due largely to gains in the costs of rent 
and maintenance of dwellings. However, 
the rise in the category “Housing” was 
moderated by a drop in electricity and 
water prices. Furthermore, the slight 
increase in the category “Transport & 
communication” (0.3%) was caused mainly 
by an increase in fuel prices.  Meanwhile, 
the increase in the category “Housekeeping 
& furnishings” (2.4%) was mainly the result 
of higher prices of household services. 
Finally, the rise in the category “Health” 
(2.2%) was due primarily to an increase in 
medicine prices. (See Table 9 in Appendix I 
for more details.)

PUBLIC FINANCES

PUBLIC FINANCES OF CURAÇAO

During the third quarter of 2017, the 
public finances of Curaçao deteriorated 
further as reflected by a deficit of NAf.25.3 
million on the current budget of the 
government. Including commitments 
incurred during the September quarter of 
2017, the preliminary cumulative deficit 
at the end of the third quarter of 2017 is 

estimated at more than NAf.100.0 million. 
Against this background, the government 
announced several measures to increase 
revenues, particularly tax revenues 
through improved compliance, and to 
reduce expenditures. Nevertheless, 
the board of financial supervision, CFT, 
expressed its concerns about whether 
realizing a balanced current budget would 
still be feasible in 2017 given the incurred 
commitments and the risk of a deficit in 
the buffer fund of the social security bank 
that would have to be covered by the 
government.  

In the third quarter of 2017, the 
government budget deficit rose by NAf.11.8 
million compared to the third quarter 
of 2016, reaching NAf.25.3 million. This 
deterioration was caused by a decline of 
NAf.13.3 million in government revenues 
because of a drop in nontax revenues 
(NAf.11.4 million) combined with lower 
proceeds from taxes (NAf.1.9 million). The 
decrease in nontax revenues occurred 
mainly due to a decline in social security 
income (NAf.15.3 million). Meanwhile, 
tax revenues declined because of NAf.4.9 
million less income from import duties, 
NAf.1.3 million less income from taxes 
on goods & services, especially sales tax, 
and NAf.2.3 million lower proceeds from 
profit tax, moderated by an increase of 
NAf.4.0 million in the income from taxes 
on property. Government expenditures 
went down slightly (NAf.1.5 million) 
due to NAf.12.2 million less in transfers 
& subsidies, especially transfers to 
government entities and institutions. Also, 
the government spent NAf.2.1 million less 
on goods & services and NAf.1.2 million 
less on wages & salaries. However, an 
increase of NAf.13.4 million in the category 
other expenditures offset most of these 
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declines, particularly due to additions to 
the buffer fund of the social security bank, 
SVB. (See Tables 10 and 11 in  Appendix I 
for a detailed overview.)

During the third quarter of 2017, the 
government withdrew a total net amount 
of NAf.4.8 million from its deposits with 
the banking system to cover part of its 
budget deficit. This resulted in an increase 
in monetary financing. In addition, the 
government incurred arrears with its 
creditors, particularly the public pension 
fund, APC (see Table 6).

Public sector debt of Curaçao 

The total outstanding debt of the Curaçao 
government increased to NAf.2.733 billion 
in the third quarter of 2017, NAf.56.5 
million more compared to the June 2017 
quarter. The increase in the public debt 
was due solely to the domestic component, 
as the outstanding foreign debt remained 
unchanged. The domestic debt rose largely 

because of an increase in the outstanding 
arrears towards the public pension fund, 
APC. Consequently, the government 
recorded a debt-to-GDP ratio of 49.1% at 
the end of the third quarter of 2017, up 
from the 48.0% recorded at the end of the 
second quarter of 2017. (See Table 12 in 
Appendix I for a detailed overview.)

2016-III 2017-III

Monetary financing -97.8 4.8

Central bank 77.8 -9.9

Commercial banks -175.6 14.7

Nonmonetary financing 111.4 20.5

Government securities with nonbanks 0.0 0.0

Other 111.4 20.5

Cash balance -13.5 -25.3

Table 6 Financing of the budget balance of Curaçao (in millions NAf.)
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DEVELOPMENTS IN THE 
BALANCE OF PAYMENTS OF 
THE MONETARY UNION

Based on preliminary data and the Bank’s 
estimates,1 the deficit on the current 
account of the balance of payments of 
the monetary union widened by NAf.59.4 
million to NAf.466.5 million in the third 
quarter of 2017 compared to the third 
quarter of 2016. The higher current 
account deficit was attributable solely to 
a contraction in the net export of goods 
and services as both the current transfers 
balance and the income balance improved. 
Meanwhile, the gross official reserves of 
the monetary union dropped by NAf.100.2 
million as the external financing was not 
sufficient to cover the current account 
deficit (see Table 7). 

1 When all data on the balance of payments are available, 
a full analysis of the current, capital, and financial ac-
counts will be published as a supplement to this Quarterly 
Bulletin on the website of the CBCS.

2015-III 2016-III 2017-III

Current account -331.1 -407.1 -466.5*

Change in gross reserves of the central bank** 25.2 39.9 100.2

Foreign exchange 97.5 157.8 70.8

    held at foreign central banks 203.3 39.4 198.2

    held at foreign commercial banks -105.7 118.5 -127.4

Other claims -72.3 -117.9 29.4

* Estimate of CBCS.  
** A minus sign implies an increase.

Table 7 Balance of payments summary (in millions NAf.)

Developments in the net export of goods 
and services in Curaçao

In Curaçao, the net export of goods and 
services increased because imports 
dropped at a faster pace than exports. 
Both oil and non-oil merchandise imports 
contributed to the drop in the import bill. Oil 
imports were down due to lower volumes 
purchased during the September quarter 
of 2017. Non-oil merchandise imports 
declined because of a fall in tourism and 
domestic spending, and lower re-export 
activities by the free-zone companies in 
the third quarter of 2017 compared to the 
third quarter of 2016.

Exports contracted primarily as a result 
of a lower refining fee earned by the Isla 
refinery caused by fewer refining activities 
reported in the July-September period 

19



of 2017. The drop in foreign exchange 
earnings from the transportation sector 
resulted especially from the cancellation 
of flights by the domestic airline, InselAir, 
due to the company’s ongoing financial 
problems. Foreign exchange income 
from tourism activities dropped as well, 
reflecting declines in all tourism markets, 
particularly the South American market. 
However, foreign exchange receipts from 
cruise tourism rose. Re-exports by the 
free-zone companies contracted mainly 
because of the situation in Venezuela, 
thereby adding to the decline in exports. 
However, foreign exchange revenues from 
bunkering activities rose in line with the 
higher international oil prices. 

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

In Sint Maarten, the net export of goods 
and services is estimated to have dropped 
as exports contracted at a faster pace 
than imports. Exports contracted mostly 
because of lower foreign exchange 
revenues from tourism activities in the 
wake of Hurricane Irma. Meanwhile, 
the decline in imports resulted mainly 
from lower merchandise imports by the 
wholesale & retail trade sector. 

Developments in the income balance and 
the current transfers balance

The current transfers balance remained 
practically unchanged in the third quarter 
of 2017 compared to the third quarter 
of 2016 because the drop in current 
transfers paid to abroad was offset by the 
decline in current transfers received from 
abroad. Furthermore, the income balance 
improved by an estimated NAf.36.9 million 
in the third quarter of 2017 because interest 

income earned on foreign investments 
increased, while interest income paid to 
foreign investors shrank.  
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Table 8 Stay-over tourism development in Curaçaoab

APPENDIX I

Curaçao

2016-III 2017-III

North America, of which: -4.6 (-0.7) -2.2 -0.4

U.S.A. -3.1 (-0.4) -3.7 -0.6

Europe, of which: 3.0 (1.5) -2.7 (-1.5)

The Netherlands 4.1 (1.6) -1.8 (-0.8)

South & Central America, of which: -24.8 (-5.4) -37.8 (-6.1)

Venezuela -35.8 (-5.1) -55.4 (-4.1)

Colombia -5.3 (-0.2) -1.2 (-0.1)

Surinam -27.7 (-0.8) -16.4 (-0.5)

Caribbean, of which: -8.6 (-0.8) -30.1 (-2.2)

Dominican Republic 24.1 (0.3) 1.2 (0.0)

Total -7.3 -- -14.9 --

Source: Curaçao Tourist Board (CTB).
aPercentage change.
bThe weighted growth rates are depicted between brackets.
Note: No tourism data were available for Sint Maarten for the third quarter of 2016 and 2017.
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Table 9 Development in the consumer price index of Curaçaoa

2016-III 2016-IV 2017-I 2017-II 2017-III

Food 1.1 1.6 1.4 1.4 1.8

Beverages & tobacco 2.6 2.8 2.8 2.5 2.6

Clothing & footwear 1.6 0.2 0.9 -1.3 0.0

Housing -1.2 0.1 1.9 2.2 1.1

Housekeeping & furnishings -1.3 -0.8 2.5 3.6 2.4

Health 0.7 1.0 1.0 0.7 2.2

Transport & communication -3.2 0.2 2.1 2.4 0.3

Recreation & education 1.0 1.1 0.4 1.2 0.2

Other 1.3 1.3 1.2 1.1 1.0

General inflation rate -0.6 0.6 1.7 1.8 1.1

Source: Central Bureau of Statistics of Curaçao.
a Annual quarterly percentage change.
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Table 10 Budgetary overview of Curaçao (in millions NAf.)

2015-III 2016-III 2017-III

Revenues 414.5 588.5 575.2

Tax revenues, of which: 353.1 340.4 338.5

       Taxes on income and profits 155.5 141.3 141.1

       Taxes on property 23.9 16.3 20.3

       Taxes on goods and services 130.4 134.8 133.5

       Taxes on international trade and transactions 41.4 46.1 41.2

Nontax and other revenues 61.4 248.1 236.7

Expenditures 397.4 602.0 600.5

Wages and salaries 163.2 163.3 162.1

Goods and services 52.6 46.2 44.1

Transfers and subsidies 166.1 374.0 361.8

Interest payments 2.9 2.3 2.9

Other expenditures 12.6 16.2 29.6

Budget balance 17.1 -13.5 -25.3
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Table 11 Overview of selected tax revenues of Curaçao (in millions NAf.)

2015-III 2016-III 2017-III

Taxes on income and profits, of which: 155.5 141.3 141.1

Profit tax 30.8 29.6 27.3

Wage tax 121.8 106.7 108.4

Taxes on property, of which: 23.9 16.3 20.3

Land tax/OZB1 13.9 10.9 12.5

Property transfer tax 4.9 4.6 5.7

Taxes on goods and services, of which: 130.4 134.8 133.5

Sales tax 95.0 101.1 99.2

Excises, of which: 22.5 20.6 21.7

       Excise on gasoline 11.6 12.1 12.3

Motor vehicle tax 5.3 5.3 5.9

Taxes on international trade and transactions, of which: 41.4 46.1 41.2

Import duties 41.4 46.0 41.1

1 OZB (Onroerende Zaakbelasting) is a real estate tax that replaced the land tax as of January 1, 2014. 
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Table 12 Total outstanding public debt1 of Curaçao (in millions NAf.)

2016-III 2016-IV 2017-I 2017-II 2017-III

Domestic debt 272.7 257.1 288.5 389.7 446.2

of which:

Long-term securities 18.4 18.4 18.4 18.4 18.4

Short-term securities 0.0 0.0 0.0 0.0 0.0

APC 141.6 96.7 126.8 148.0 176.9

SVB 47.8 32.5 35.4 158.1 156.7

Foreign debt 2,291.7 2,288.3 2,290.4 2,286.3 2,286.3

Total debt 2,564.4 2,545.3 2,578.9 2,676.0 2,732.5

(% of GDP) 45.9% 45.6% 46.3% 48.0% 49.1%

1 Debt figures do not comprise the entire collective sector.
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MONETARY DEVELOPMENTS

MONETARY POLICY

During the first half of the third quarter 
of 2017, the Bank deployed its monetary 
policy instruments, i.e., the auctioning 
of certificates of deposit (CDs) and the 
reserve requirement, in a neutral manner. 
However, as of August 18, 2017, the Bank 
started to gradually reduce the amount 
of outstanding CDs2 while keeping the 
reserve requirement percentage at 
18.00%. Therefore, at the bi-weekly CD 
auctions, the Bank offered a lower amount 
of CDs than matured, resulting in a decline 
of outstanding CDs from NAf.227.4 million 

2 After an evaluation, the Bank concluded that the 
auctioning of CDs is not an effective instrument during a 
prolonged period of excess liquidity.

IV

at the end of June 2017 to NAf.200.2 
million at the end of September 2017. 
Meanwhile, due to an increase in the 
adjusted domestic debt of the commercial 
banks, i.e., the base on which the reserve 
requirement is calculated, the amount of 
required reserves increased by NAf.34.9 
million (2.9%) to NAf.1,244.9 million at the 
end of the third quarter of 2017.

The Bank’s official interest rate, the 
pledging rate, remained unchanged at 
1.50% during the third quarter of 2017.

Graph 2 Development in the monetary base (in millions NAf.)
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MONETARY BASE

The monetary base, M0, is a measure of the 
Bank’s monetary liabilities and consists of 
currency in circulation and the commercial 
banks’ current account balances with the 
Bank. The monetary base expanded by 
NAf.41.8 million during the third quarter of 
2017, after an increase of NAf.37.4 million 
in the second quarter. However, the annual 
rate of growth of M0 dropped from 5.9% 
in June 2017 to 4.9% in September 2017. 
The increase in M0 was the result of a rise 
in the commercial banks’ current account 
deposits with the Bank (NAf.32.3 million) 
combined with an increase in currency in 
circulation (NAf.9.5 million). See Graph 2 
for the development in the monetary base.

Changes in the monetary base can be 
explained in terms of movements in the 
Bank’s assets and its other, nonmonetary 
liabilities. Other things being equal, a drop 
in the Bank’s assets leads to a decline in 
the monetary base. Conversely, when the 
Bank’s nonmonetary liabilities drop, the 
monetary base increases. The growth in 
the monetary base during the third quarter 
of 2017 was caused by a contraction in the 
Bank’s nonmonetary liabilities moderated 
by a decrease in the assets (See Table 13 
in Appendix II.)

The contraction in the nonmonetary 
liabilities stemmed primarily from a 
fall in the Bank’s foreign liabilities due 
mainly to transactions carried out by 
some commercial banks in Bonaire 
from their accounts at the Bank. Also, 
the governments’ deposits at the Bank 
dropped mainly as a result of the transfer 
of funds by the government of Sint Maarten 
from its account at the Bank towards the 
public sector pension fund of Sint Maarten, 
APS. However, the contraction in the 

nonmonetary liabilities was moderated 
by an increase in the Bank’s capital and 
reserves resulting from the higher value 
of the Bank’s gold stock. Furthermore, the 
private sector deposits at the Bank rose. 

Meanwhile, the decline in the Bank’s 
assets was caused by a drop in the foreign 
assets due mainly to the transactions 
carried out by some commercial banks in 
Bonaire and the net purchase of foreign 
exchange by the commercial banks at the 
Bank. However, the higher value of the 
Bank’s gold stock moderated the decline 
in foreign assets. Also, the Bank’s claims 
on the commercial banks rose as the Bank 
provided short-term liquidity.

MONETARY AGGREGATES3 

Broad money (M2) expanded by NAf.266.5 
million (3.2%) during the September 
quarter of 2017, following a modest 
growth of NAf.28.8 million (0.3%) in the 
second quarter of 2017. The third-quarter 
growth in M2 reflected an increase in the 
narrow money component (M1) (NAf.339.9 
million or 8.9%), moderated by a decline 
in the near money component (NAf.73.4 
million or -1.6%). Table 14 in the Appendix 
indicates that the growth in M1 was entirely 
driven by a surge in demand deposits 
(NAf.342.6 million or 9.9%) mitigated by 
a small decline in currency in circulation 
(NAf.2.7 million or -0.7%). The increase in 
demand deposits was driven by increases 
in both the Netherlands Antillean guilder 
deposits (NAf.243.8 million or 10.2%) and 
foreign currency deposits (NAf.98.8 million 

3 As of July 2016, a new reporting system was introduced 
for the commercial banks. As a consequence, several 
definitions have been updated according to the latest 
guidelines of the BIS, IMF, and IFRS. Therefore, the mon-
etary data from July 2016 are not comparable with the 
data up to June 2016.
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or 9.3%). The surge in guilder deposits 
was fueled mostly by deposits belonging 
to businesses. The increase in foreign 
currency deposits was due entirely to 
business deposits as deposits belonging to 
households contracted.

Meanwhile, declines in both time deposits 
(NAf.71.9 million or -3.2%) and savings 
deposits (NAf.1.5 million or -0.1%) caused 
the contraction in the near money 
component. The drop in time deposits 
was accounted for by both businesses and 
households. The annual growth rate of 
M2 amounted to 6.7% at end September 
2017 after a contraction by 0.7% at end 
June 2017.  (See Table 14 in Appendix II for 
more details.)

FACTORS AFFECTING THE MONEY 
SUPPLY

Expansions in both net foreign assets 
(NAf.153.6 million or 3.6%) and net 
domestic assets (NAf.113.0 million or 
2.8%) contributed to the growth in the 
money supply in the third quarter of 
2017. The increase in net foreign assets 
was attributable to a NAf.101.6 million 
(9.0%) expansion at the commercial banks 
complemented by a NAf.52.0 million 
(1.7%) growth at the Bank. Meanwhile, the 
growth in net domestic assets was mainly 
the result of an increase in net domestic 
credit (NAf.142.1 million or 2.4%) as net 
credit to both the government and the 
private sector increased.

Following a drop in the second quarter 
of 2017, the net liabilities towards the 
government sector declined further by 
NAf.50.4 million (-8.0%) in the third quarter 
of 2017 as government deposits declined 
at both the Bank (NAf.10.6 million) and the 

commercial banks (NAf.32.8 million). In 
particular, the deposits of the government 
of Sint Maarten declined by NAf.42.7 
million (NAf.22.2 million at the commercial 
banks and NAf.20.5 million at the Bank) 
during 2017’s third quarter. 

Claims on the private sector increased by 
NAf.91.7 million during the third quarter 
of 2017, after a drop of NAf.31.1 million 
during the second quarter of 2017. The 
third-quarter increase was caused by 
a NAf.97.6 million (1.6%) expansion of 
the loan component. This development 
was the result of increases in business 
loans (4.1%) and consumer loans (1.7%) 
moderated by contractions in outstanding 
mortgages (-0.1%) and the “other” loan 
category4 (-4.3%). In Curaçao, total loans 
expanded by 2.2%, the result of increases 
in outstanding mortgages (0.2%), 
consumer loans (1.9%), and business loans 
(5.0%). The “other” loan category, on the 
other hand, contracted (-4.4%) during the 
September quarter of 2017. By contrast, 
in Sint Maarten, the amount of private 
sector loans outstanding declined by 0.1% 
due mainly to a contraction in outstanding 
mortgages (-0.5%) and the “other” loan 
component (-1.8%). Increases in consumer 
loans (0.6%) and business loans (0.6%) 
offset most of the contraction. (see Table 
15 in Appendix II for a detailed overview.)

4 The other loan category contains loans that cannot be 
classified under consumer loans, business loans, or mort-
gages. It contains, among other things, credit card debt.
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DEVELOPMENTS IN DOMESTIC 
INTEREST RATES

The Bank absorbs part of the excess 
liquidity of the commercial banks through, 
among other things, the auctioning of 
certificates of deposit (CDs). When setting 
the rates offered on CDs during the bi-
weekly auctions, the Bank takes into 
account developments in the international 
financial markets. The Fed kept the federal 
funds rate at 1.00%-1.25% during the third 
quarter of 2017. As a consequence, no 
major changes occurred in the benchmark 
one-month US dollar libor rate5 as it 
increased by only 6 basis points at the 
end of September 2017 compared to June 
2017. Subsequently, the maximum rate 
offered on a 1-month CD at the end of the 
September 2017 quarter (0.52%) remained 
almost unchanged compared to the end of 
the June 2017 quarter (0.50%) as the Bank 
reduced the interest rates offered at the 
auctions.

Due to the standing subscription by the 
Dutch State Treasury Agency (DSTA),6  
which subscribes on local bond issues 
at rates prevailing in the Netherlands, 
changes in the yields on government paper 
are determined by the developments in 
the Dutch capital market. The average 
effective yield on 5-year government bonds 
dropped from -0.13% in the second quarter 
of 2017 to -0.21% in the third quarter of 
2017. Furthermore, the indicative yield 
on 12-month treasury bills dropped from 
-0.62% at the end of June 2017 to -0.69% 

5 The London interbank offered rate, the main gauge of 
interbank lending.
6 As part of the debt relief program, the Dutch government 
agreed to subscribe on all new loans issued by the govern-
ments of Curaçao and Sint Maarten at rates prevailing in 
the Dutch capital market during the period that financial 
supervision by the Kingdom is in effect.

at the end of September 2017. The high 
demand for safe and liquid assets relative 
to their supply limited by the large-scale 
asset buying programs by central banks 
has contributed to these negative nominal 
interest rates. Basically, holders have 
to pay for the privilege of owning these 
practically riskless securities. (See Table 16 
in Appendix II for more details.)
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Table 13 The monetary base and its sources (in millions NAf.)

APPENDIX II

Change

2017-II 2017-III Amount Percentage

Currency in circulation      460.9      470.4 9.5 2.1

Banks' demand deposits 

(current account)
     581.7      613.9 32.3 5.5

Monetary base (M0)   1,042.5   1,084.3 41.8 4.0

Central bank assets

Foreign assets (including gold)   3,552.3   3,482.9 -69.4 -2.0

Claims on deposit money banks      124.6      164.9 40.3 32.4

Claims on the government 0.0            0.0 0.0 0.0

Claims on government agencies and 

institutions
     346.0      343.2 -2.8 -0.8

Fixed and other assets      137.8      140.9 3.1 2.3

less:

Central bank remaining liabilities

Private sector deposits, of which:   1,522.6   1,548.5 25.9 1.7

       Time deposits commercial banks   1,437.3   1,445.1 7.7 0.5

Government deposits      220.0      209.4 -10.6 -4.8

Foreign liabilities      455.6      334.1 -121.4 -26.7

Other liabilities        58.7        60.0 1.3 2.2

Capital and reserves      861.2      895.6 34.4 4.0
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Table 14 Monetary aggregates (changes, in millions NAf.)

2017-I 2017-II 2017-III

Amount % Amount % Amount %

Money supply (M2) 131.8 1.6 28.8 0.3 266.5 3.2

Money (M1) 123.4 3.4 41.9 1.1 339.9 8.9

Coins & notes with the public -3.7 -1.0 11.0 3.0 -2.7 -0.7

Total demand deposits, of which: 127.1 3.9 30.8 0.9 342.6 9.9

 Netherlands Antillean guilders 20.2 0.9 41.6 1.8 243.8 10.2

 Foreign currency 106.9 11.0 -10.8 -1.0 98.8 9.3

Near money 8.4 0.2 -13.1 -0.3 -73.4 -1.6

Time deposits -17.5 -0.8 -55.8 -2.4 -71.9 -3.2

Savings 25.9 1.2 42.8 2.0 -1.5 -0.1
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Table 15 Monetary survey (in millions NAf.)

2016-IV 2017-I 2017-II 2017-III

Money supply (M2) 8,130.1 8,261.9 8,290.7 8,557.2

Money (M1) 3,673.3 3,796.7 3,838.6 4,178.5

Coins & notes with the public 373.9 370.2 381.2 378.5

Total demand deposits, of which: 3,299.5 3,426.6 3,457.4 3,800.0

Netherlands Antillean guilders 2,327.2 2,347.4 2,389.0 2,632.8

Foreign currency 972.3 1,079.2 1,068.4 1,167.2

Near money 4,456.8 4,465.2 4,452.1 4,378.7

Time deposits 2,302.7 2,285.1 2,229.3 2,157.4

Savings 2,154.1 2,180.0 2,222.8 2,221.3

Factors affecting the money supply

Net domestic assets 4,156.1 4,041.6 4,066.9 4,179.8

Government sector -670.3 -690.8 -633.2 -582.8

Former central government -74.3 -74.4 -11.4 -11.5

Curaçao -463.8 -475.2 -400.4 -396.9

Sint Maarten -132.2 -141.2 -221.4 -174.4

Private sector 6,627.9 6,681.8 6,650.7 6,742.4

Memorandum items -1,801.5 -1,949.5 -1,950.6 -1,979.8

Net foreign assets 3,973.9 4,220.3 4,223.7 4,377.3

Central bank 3,034.9 3,102.1 3,096.7 3,148.8

Commercial banks 939.0 1,118.2 1,127.0 1,228.6
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Table 15 Monetary survey (in millions NAf.) cont.

2016-IV 2017-I 2017-II 2017-III

Government loans by commercial banks 8.5 11.1 13.1 21.4

Government of Curaçao 0.1 0.6 1.6 5.6

Government of Sint Maarten 8.4 10.5 11.5 15.8

Private sector loans Curaçao 4,508.6 4,538.5 4,529.3 4,628.1

Mortgages 1,878.3 1,859.2 1,863.5 1,866.6

Consumer loans 861.6 875.1 876.2 893.2

Business loans 1,647.8 1,685.5 1,681.7 1,765.2

Other 120.9 118.8 107.9 103.1

Private sector loans Sint Maarten 1,527.5 1,514.9 1,526.1 1,524.9

Mortgages 899.8 895.6 898.3 893.5

Consumer loans 223.7 225.6 224.7 226.0

Business loans 395.9 385.8 395.5 397.8

Other 8.1 7.8 7.7 7.6
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Table 16 Developments in domestic interest rates (in percentage)

 2016-III  2016-IV  2017-I  2017-II  2017-III 

Central bank

Pledging rate 1.0 1.0 1.5 1.5 1.5

Maximum CD rate (1 month) 0.42 0.50 0.54 0.50 0.52

Government securities

Government bonds (5-year effective yield) -0.54 -0.32 -0.27 -0.13 -0.21

Treasury bills (12-month) -0.66 -0.71 -0.70 -0.62 -0.69
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SINT MAARTEN AND HURRICANE IRMA

THE ECONOMIC 
CONSEQUENCES OF NATURAL 
DISASTERS

Due to the effects of Hurricane Irma, 
economic data for Sint Maarten’s third 
quarter in 2017 were incomplete. The 
Bank has instead analyzed the potential 
economic consequences of a natural 
disaster like a major hurricane on Sint 
Maarten with a short-term forecast and a 
long-run analysis.

INTRODUCTION

Natural disasters such as tropical cyclones 
– or hurricanes in the Western Hemisphere 
– wreak havoc upon human societies and 
leave terrible destruction in their wake. 
Hurricane Irma was one such disaster. It 
was the most powerful tropical cyclone 
ever recorded in the open Atlantic Ocean, 
having attained a rare Category 5 status 
on the Saffir-Simpson hurricane wind 
scale, with maximum sustained winds of 
185 mph (300 km/h) as well as dangerous 
storm surge. The deadly hurricane 
slammed directly into Sint Maarten on 
September 6, 2017, causing catastrophic 
material damage and loss of life. 

The island has a relatively small and open 
economy that is primarily tourism based. 
In 2016, 73.3% or NAƒ 1,534.1 million of 
Sint Maarten’s total foreign exchange 
income came from the tourism sector 

alone. The restaurants & hotels sector 
and other tourism-related sectors, such 
as the wholesale & retail trade and real 
estate, renting, & business activities 
sectors, account for approximately 45% 
of Sint Maarten’s Gross Domestic Product 
(GDP), which stood at NAƒ 1,904.4 million 
in 2016, with a total population of 40,535 
and a GDP per capita of about NAƒ 47,000. 
In addition, the workforce totaled 22,324 
with an unemployment rate of 6.2% prior 
to Hurricane Irma.7 The Bank had projected 
Sint Maarten’s real GDP to expand by 0.4% 
in 2017 before the hurricane struck.  

Because of the significant damage 
the hurricane caused to the country’s 
production capacity and its critical 
infrastructure, the economy of Sint 
Maarten suffered a severe negative shock. 
Most of its major hotels and its airport, 
for example, were badly damaged and 
have had to either fully or partially shut 
down for repairs and reconstruction, thus 
hampering tourism-related activities and 
effectively wiping out any gains expected 
from the 2018 tourism season.8 With the 
closure of several major hotels came 
also a corollary rise in unemployment. A 
relatively large portion of the Sint Maarten 
workforce – an estimated 6,000 people or 

7 Figures are taken from the 2017 Labour Force Survey of 
the Sint Maarten Department of Statistics.
8 According to the chairman of the National Recovery Plan 
workgroup, Dennis Richardson, 80% of hotel room inven-
tory in Sint Maarten was destroyed by Hurricane Irma.
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more – will be out of work for some time.9 

Following the hurricane, the Netherlands 
made €550 million (NAƒ 1.2 billion) 
available in reconstruction aid to the Sint 
Maarten government, attaching certain 
political conditions to be met before 
the funds are made available, i.e., the 
establishment of an Integrity Chamber 
and the strengthening of border controls 
through the assistance of the Royal Dutch 
Marechaussee. The Netherlands tasked the 
World Bank with managing the funds and 
coordinating with the local government 
and institutions on prioritizing projects for 
the reconstruction and economic recovery 
effort. 

Nevertheless, the monetary losses 
Hurricane Irma wrought in Sint Maarten 
in relation to its GDP are significant, 
especially because of the acute destruction 
of its productive sectors.  Total insurance 
claims thus far measure just over NAƒ 950 
million, while about NAƒ 435 million, or 
46% of all claims, have been paid out from 
the insurance industry. 

SHORT-RUN EFFECTS ON REAL GDP 
GROWTH

The Bank has forecast real GDP 
contractions for both 2017 and 2018 in Sint 
Maarten as a consequence of Hurricane 
Irma. However, these estimates will be 
subject to revision as more data are made 
available. 

9 The Ministry of Public Health, Social Development, and 
Labor in Sint Maarten expects at least 6,000 residents to 
become unemployed as a result of the closure of several 
hotels and other tourism-related businesses.

Effects on real GDP growth in 2017

Real GDP contracted by 4.4% in 2017. An 
analysis of the expenditure side of GDP 
shows that the contraction was caused by a 
decline in net foreign demand because the 
drop in the export of goods and services 
surpassed the lower imports. Exports 
dropped mainly because of a decline in the 
foreign exchange earnings from tourism 
activities. Also, foreign exchange earnings 
from the sectors that cater to the tourism 
sector contracted. Meanwhile, the lower 
imports were caused primarily by a decline 
in merchandise imports by the wholesale & 
retail trade sector reflecting lower tourism 
spending and private consumption. An 
increase in domestic demand moderated 
2017’s projected economic contraction. 
Public spending contributed solely to 
the increase in domestic demand. Public 
spending rose because of more outlays on 
goods & services moderated by a decline 
in public investment. Private investments 
increased mainly because of construction 
activities during the first 8 months of 
2017. Moreover, many businesses began 
rebuilding following Hurricane Irma. The 
growth in private investments was offset 
by a contraction in private consumption 
due to the decline in economic activities 
and, hence, employment, particularly 
in the tourism sector. In addition, many 
persons left Sint Maarten after the 
hurricane, including foreign workers, 
resulting in a lower population and, hence, 
less consumption. 

Inflation rose to 1.4% driven mainly by an 
increase in international oil prices. Prices 
of merchandise are assumed to not have 
increased sharply immediately after the 
hurricane and to continue to follow the 
international trend. 
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Effects on real GDP growth in 2018

The Bank expects the economy of Sint 
Maarten to contract by 9.5% in real 
terms in 2018. The projected economic 
contraction will be the result of a sharp 
decline in net foreign demand moderated 
by an increase in domestic demand. Net 
foreign demand will drop because of a 
decline in the export of goods and services 
combined with higher imports. The dismal 
export performance reflects primarily 
lower foreign exchange earnings from 
tourism activities. By contrast, imports 
will rise related to construction material 
and services for the reconstruction of 
Sint Maarten. However, the imports by 
the wholesale & retail trade sector will 
drop due to lower tourism spending 
and a decline in private consumption. 
Domestic demand will go up driven mainly 
by increased investments by the private 
and public sectors. Public investments 
will increase at a slower pace than the 
December forecast, however, because no 
financial aid for projects became available 
during the first quarter of 2018. In addition, 
government consumption will rise because 
of more outlays on goods & services for 
reconstruction work following Hurricane 
Irma. However, the government’s 
liquidity issues will moderate the growth 
in public consumption. The increase in 
domestic demand will be dampened by 
lower private consumption. The decline 
in private consumption is caused by 
increased unemployment, particularly in 
the tourism sector, and reduced wealth. 
However, more purchases of construction 
material and durable goods by those who 
were covered by insurance will moderate 
the decline in private consumption. 

The inflationary pressures are projected 
to increase to 1.6% during 2018. The Bank 
revised its December inflation forecast 
upward largely in anticipation of a general 
hike in insurance premiums as well as price 
increases in household goods and building 
materials due to increased demand.  

Expected developments in the tourism 
sector 

In September 1995, Sint Maarten was 
severely affected by Hurricane Luis. 
According to a memo by the then Bank 
van de Nederlandse Antillen, 90% of 
the total production capacity of Sint 
Maarten was damaged by the hurricane. 
Regrettably, no data are available on the 
real GDP growth of Sint Maarten following 
Hurricane Luis. Nonetheless, the available 
data on the development in Sint Maarten’s 
main economic pillar, the tourism sector, 
indicate that following Hurricane Luis, stay-
over tourism recorded negative growth 
numbers up till the third quarter of 1996. 
In the fourth quarter of 1996, stay-over 
tourism rebounded and continued to grow 
in 1997. However, the number of stay-over 
tourists in 1997 was still below the pre-
hurricane levels. Cruise tourism showed 
more or less the same development. 

Although the economy of Sint Maarten 
has evolved over the course of the past 22 
years and the damage caused by Hurricane 
Irma is not fully comparable to the damage 
caused in 1995 by Hurricane Luis, it is 
reasonable to conclude that stay-over and 
cruise tourism will follow the same growth 
pattern as 22 years ago. Hence, a strong 
decline will start from the third quarter of 
2017 that will turn around in an increase in 
the fourth quarter of 2018, albeit at lower 
than pre-Hurricane Irma levels.
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LONG-RUN EFFECTS ON REAL GDP 
GROWTH

Typically, one of four post-disaster growth 
scenarios emerges in the aftermath of 
a natural disaster (see Figure 1). The 
type of scenario that emerges, however, 
often will depend on several factors. Yet 
one commonality in all of the scenarios 
illustrated below is an initial drop in GDP 
per capita in the short run due to the 
destruction of the production capacity 
within a country and the disruption of 
the economy as a whole (Chhibber and 
Laajaj, 2008). It is reasonable to conclude 
that an initial drop in GDP per capita also 
occurred in Sint Maarten in the aftermath 
of Hurricane Irma.  

Scenarios A and B maintain that a natural 
disaster like Hurricane Irma would have 
only a temporary effect on economic 

growth. In both scenarios, the capital–
labor ratio drops in the short run. However, 
because of the higher return on capital 
after the disaster due to replacement 
of productive capital, savings and the 
inflow of foreign direct investment are 
stimulated. Reconstruction investments 
then are made, which in turn increase 
the capital–labor ratio again. Moreover, in 
scenario B some overinvesting may occur 
in the medium run after a disaster, but in 
the long run the depreciation of capital 
exceeds the replacement investments, 
which means that income returns to its 
long-run growth path (Albala-Bertrand, 
1993). 

A plausible alternative explanation for 
scenario B that could be applicable to Sint 
Maarten is that the temporary inflow of 
foreign aid assistance stops at a certain 
point and causes the GDP per capita to fall 

Figure 1 Post-natural disaster GDP per capita growth scenarios

Source: Klomp (2015)
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back again to its initial balanced growth 
path (Klomp and Valckx, 2014).

In scenario C, the least desirable of all, 
the reduced capital–labor ratio remains 
permanent mainly due to financial 
constraints faced by households and the 
private sector’s causing reinvestment in 
capital to stagger. The country reaches a 
new long-run growth path, which is lower 
than the initial path before the natural 
disaster (Benson and Clay, 2003). 

And in scenario D, natural disasters have 
a long-run positive impact on income 
because depreciated or destroyed capital 
is replaced with newer, more advanced 
capital (Skidmore and Toya, 2002). In 
addition to a positive growth impulse from 
merely rebuilding, reconstruction efforts 
also create opportunities to ‘‘build-back-
better.’’ Thus large-scale natural disasters 
can serve as an accelerator for upgrading 
capital with more productive versions 
(Hallegatte et al., 2007).

Which of these scenarios Sint Maarten will 
most likely experience in the aftermath of 
Hurricane Irma depends on several factors, 
such as the speed and effectiveness of the 
distribution of Dutch reconstruction aid. 
Furthermore, natural disasters may have 
not only economic consequences, but also 
political ones. The probability of political 
instability is likely to increase in the 
aftermath of a disaster as the incumbent 
government may be held accountable for 
the economic and human consequences. 
This alleged accountability in turn may 
lead to more policy uncertainty, hence 
reducing economic activities (Nel and 
Righarts, 2008).

Nevertheless, better institutional quality, 
higher openness to trade, and higher 

financial openness to help spur economic 
reconstruction so that the adverse effect 
of a natural disaster on per capita income 
is reduced can help avoid a C-type scenario 
(Felbermayr and Gröschl, 2014). In addition, 
countries that have more developed 
financial markets are more likely to suffer 
less from the consequences of a disaster. 
The government should facilitate policies 
that open up the financial market and 
enhance the function of private insurance 
or catastrophe bonds to ease the adverse 
economic consequences that follow a 
disaster such as a hurricane. Alternatively, 
the government could establish a disaster 
fund or join an international catastrophe 
risk insurance scheme in the pre-disaster 
period to absorb negative shocks when 
they happen (Klomp, 2015).
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INTERNATIONAL INVESTMENT STATISTICS 
FOR CURAÇAO AND SINT MAARTEN 

INTRODUCTION

The international investment position of a 
country refers to the value and composition 
of (a) the financial assets of residents of an 
economy that are claims on nonresidents 
and (b) the liabilities of residents of an 
economy to nonresidents. At the end of 
2014, a survey was launched to collect data 
for compiling the International Investment 
Position (IIP) of Curaçao and Sint Maarten. 
The IIP survey collects annual stock and 
flow data on the value of investments by 
residents in nonresident enterprises and 
real estate and the value of investments 
by nonresidents in enterprises established 
in Curaçao and Sint Maarten. The IIP 
statistics are compiled according to the 
guidelines of the IMF and are an important 
macro-economic indicator for assessing 
the external exposure by the financial 
assets and liabilities of Curaçao and Sint 
Maarten towards the rest of the world and 
vice versa.

In the International Investment Position 
(IIP), foreign assets are divided into direct 
investment (DI), portfolio investment (PI), 
other investment (OI), and reserve assets 
(RA).   Foreign liabilities are reported with 
the same functional categories, except for 
“reserve assets,” which has no equivalent 
on the liabilities side. The net result of the 
foreign assets and liabilities is referred 
to as the Net International Investment 
Position (NIIP).

On average, 90% of the companies in 
Curaçao responded to the survey covering 
the period 2011-2016, while 65% did so 
in Sint Maarten for the period 2011-2015 
and only 38% in 2016. The publication of 
this new statistic is an important milestone 
for the central bank. However, further 
improvement is needed in the coverage 
of data of primarily the hotel sector, which 
had the lowest response rate in both 
Curaçao and Sint Maarten.

DEVELOPMENTS IN CURAÇAO

Based on the survey data, Curaçao 
registered a positive NIIP in the period 
2011–2016 meaning that the foreign assets 
were larger than the foreign liabilities. 
The main reason for this positive result 
is the portfolio investment abroad of the 
pension and insurance sector, which has 
grown steadily since 2011 (see Table 17 
in Appendix III). The data show that at 
the end of 2016, the overseas investment 
portfolio of Curacao residents was divided 
almost evenly between equity and debt 
securities, while 60% of the debt securities 
were long-term debt and invested mostly 
in the United States.

An interesting development can be 
seen in the assets category currency & 
deposits, which has been declining sharply 
since 2015. This category represents the 
outstanding bank balances held by local 
companies abroad. The reason behind the 
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recent decline is that these companies are 
using their bank account balances mostly 
to cover their local operational expenses. 
This development is concerning since it is 
a direct result of the struggling economy. 

The data also clearly show the importance 
of foreign direct investment (FDI) in 
Curaçao in recent years, particularly by 
Caribbean countries (see Graph 3). While 
an increase in FDI is usually associated 
with improved economic growth due to 
the inflow of capital and increased tax 
revenues for the host country, this does not 
seem to be the case for Curaçao given the 
sluggish economic results in the last few 
years. Direct investment takes different 
shapes and forms. A foreign company 
may establish a new presence in a country 
geared towards foreign markets or with the 
intent to gain access to the local market. 
Both types occur in Curaçao and both 
compete directly with local companies. 
The resulting increased competition 
may be forcing the least productive local 

companies out of business, which would 
partly explain why the economy is still 
struggling despite the higher FDI flows in 
recent years. 

DEVELOPMENTS IN SINT 
MAARTEN

In the period 2012–2015,  Sint Maarten 
registered a negative NIIP, meaning that 
the foreign assets of residents were 
less than their foreign liabilities (see 
Table 18 in Appendix III). As a result, Sint 
Maarten is  categorized as a borrowing 
country. In particular, Sint Maarten shows 
considerable outstanding amounts of 
large loans received from abroad for the 
utilities, airport, and harbor sectors (see 
Graph 4). Also worth mentioning is the 
considerable increase in foreign funding 
by the commercial banks, as reflected in 
the category portfolio investment (liability). 
A negative NIIP is not a reason for concern 
if it reflects major investments in the 
infrastructure of Sint Maarten. However, 

Graph 3 Direct investment in Curaçao by main countries (in millions NAf.)
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Graph 4 Loans received from abroad in Sint Maarten by sector (in millions NAf.)
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APPENDIX III

2011 2012 2013 2014 2015 2016

Net international investment position 11,617.8 13,869.9 13,596.3 13,350.2 12,692.9 12,768.8

Assets

Assets 16,910.6 19,323.9 19,083.8 20,707.6 20,343.3 21,636.4

Direct investment abroad 708.5 944.2 1,075.5 1,141.8 1,100.0 1,342.1

Portfolio investment, of which: 11,435.8 13,340.2 14,261.8 15,546.6 15,479.5 16,401.4

 Insurance & pension sector 9,338.1 10,582.8 11,906.7 13,261.8 12.890.3 11,463.0

Other investment, of which: 1,806.2 2,005.9 1,378.8 1,452.5 1,353.0 1,293.2

Currency & deposits1) 722.4 980.2 521.6 660.5 479.8 449.0

Loans extended to abroad 609.9 643.2 386.5 478.5 533.5 657.9

Trade credit and advances to abroad 409.8 315.3 272.2 174.6 195.8 75.8

Other accounts receivable 64.1 67.2 198.5 138.9 143.9 110.4

Reserve assets 2,960.0 3,033.7 2,367.6 2,566.7 2,410.9 2,599.7

Liabilities 5,292.7 5.454.0 5,487.4 7,357.4 7,650.4 8,867.6

Direct investment in Curaçao 1,060.8 1,195.9 1,316.0 2,186.1 2,495.3 2,834.9

Portfolio investment, of which: 1,701.5 1,789.7 2,103.3 3,080.4 3.602.5 4.348.9

General government 1,667.4 1,667.4 1,730.0 1,977.0 2.255.8 2,306.7

Other investment, of which: 2,455.1 2,468.4 2,068.2 2,091.0 1,552.6 1,683.9

Currency & deposits 1,530.9 1,526.3 1,395.1 1,376.8 1,047.4 1,125.1

Loans received from abroad 237.8 261.3 201.1 202.0 209.9 172.6

Trade credit and advances from abroad 582.8 607.8 461.2 474.8 238.5 376.6

Other accounts payable 103.6 73.0 10.8 37.4 56.9 9.6

Table 17 The international investment position of Curaçao (in millions NAf.)

1 The item “Currency & deposits” on the assets side represents the outstanding bank balances held by resident companies abroad.
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2011 2012 2013 2014 2015 2016

Net international investment position -1,537.1 -1,476.7 -2,011.8 -2,549.0 -2,743.5 n.a.

Assets

Assets 1,860.6 2,114.3 1,827.7 1,883.4 1,843.6 n.a.

Direct investment abroad 94.7 106.4 195.1 215.8 226.9 n.a.

Portfolio investment, of which: 139.9 307.4 243.8 210.6 243.4 n.a.

Insurance & pension sector 84.1 160.8 209.3 141.9 176.5 n.a.

Other investment, of which: 639.4 689.2 599.7 601.5 569.7 n.a.

Currency & deposits1) 234.6 337.5 339.7 263.2 276.6 n.a.

Loans extended to abroad 392.3 337.7 252.7 329.8 288.2 n.a.

Trade credit and advances to abroad 0.0 0.5 0.6 0.8 0.2 n.a.

Other accounts receivable 12.5 13.5 6.7 7.7 4.7 n.a.

Reserve assets 986.7 1,011.2 789.2 855.6 803.6 866.6

Liabilities 3,397.7 3,591.0 3,839.5 4,432.4 4,587.1 n.a.

Direct investment in Sint Maarten 927.3 951.2 854.1 874.7 808.2 n.a.

Portfolio investment, of which: 975.9 936.7 1,362.8 2,061.9 2,228.9 n.a.

General government 328.1 328.1 328.1 501.3 500.3 n.a.

Depository corporations 612.2 573.0 965.7 1,496.9 1,733.4 n.a.

Other investment, of which: 1,494.5 1,703.1 1,622.5 1,495.8 1,490.1 n.a.

Currency & deposits 723.1 726.6 720.8 675.2 674.0 n.a.

Loans received from abroad 665.5 883.7 791.5 717.5 714.1 n.a.

Trade credit and advances from abroad 61.3 59.9 96.7 90.9 91.0 n.a.

Other accounts payable 44.6 32.8 13.6 12.3 11.0 n.a.

Table 18 The international investment position of Sint Maarten (in millions NAf.)

1 The item “Currency & deposits” on the assets side represents the outstanding bank balances held by resident companies abroad.
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