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|. DEVELOPMENTSIN THE SECOND QUARTER OF 2003

1.1 Introduction

Available data suggest that the economy of Aruba is gradualy recovering from the
recession it has been confronted with during the past two years. Activities in the
tourism sector, the mainstay of the economy, are rebounding, particularly thanks to
the emerging growth in the United States, but also as a result of encouraging
developments in the other markets. Consumption remains buoyant. Both private and
public investment are increasing, following a period of fluctuations around a rather
subdued level. Although these developments are not yet fully reflected in the various
production statistics, major entrepreneurs, generally, appear to adopt a somewhat
more positive perception on the current business situation and its short-term outlook.

However, every coin has two sides. the recovery is causing shortages of skilled labor
in certain market segments, mainly in the construction sector. Moreover, the inflation
rate is accelerating, also due to higher water and electricity tariffs, increasing gasoline
prices, and the raising of certain excise taxes. Within the consumer price index these
factors induced rises in housing and transportation costs, as well as in the beverage
and tobacco component. Consequently, the price differential with the United States is
widening, putting additional pressure on the purchasing power of the florin and on
Aruba's international competitive position. In order to reverse this trend, measures
should be taken to contain domestic cost increases, also by raising factor productivity.

During the quarter under review, monetary developments were dominated by the
arrangement with the Italian export credit insurer, SACE, on the settlement of the
contingent obligations ensuing from the hotel guarantees issued in the past by the
government. With this aim, available earmarked deposits were mobilized, while the
remainder of these obligations was converted in a fifteen-year loan. The latter
contributed to a notable increase in public sector debt. Additionally, a disquieting
large financial deficit was realized. Despite higher tax receipts, expenditure clearly
exceeded revenue, mainly due to payments related to the racetrack issue, the General
Health Insurance (AZV) and the initiated investments. Thus, the cash position
weakened and payment arrears surged. It is, therefore, quite disappointing that the
concrete recommendations made by the Bank on various occasions to restructure
public finances are still not consistently, swiftly and fully implemented.

The aforementioned government transactions also caused a considerable decline in
the monetary sector’s net foreign assets position, which was accentuated by a surgein
bank lending to both enterprises and individuals. Thus, the end-of-the-period
merchandise import coverage ratio fell from 7.6 months in the second quarter of 2002
to 6.6 months. As the overall increase in banking sector credit already exceeded the 7
percent growth target for 2003 as a whole, the Bank raised the monetary cash reserve
requirement of the commercial banks by one percentage point to 8 percent as of the
beginning of September. Hopefully, this measure will deter the current credit
expansion. This is necessary to contain further outflows of funds to abroad and
safeguard financial stability.



1.2 Thereal sector

Business Perception Index

The Bank’s Business Perception Survey (BPS) indicates that the sentiment of the
major entrepreneurs is improving. The index on current economic conditions
increased from 92.6 in the second quarter of 2002 to 99.4, mainly on account of the
sectors “electricity, gas and water supply”, “construction”, “financial intermediation”,
and “health, other community and persona service activities’. In addition, the index
on the short-term outlook increased from 100.1 to 104.8. On balance, the overall

index turned positive to 102.1, up from 96.0 (see statistical annex table 1.2).

Partial Economic Activity Index

The improved perception of enterpreneurs referred to above is not yet fully reflected in
the Partial Economic Activity Index (PEAL), an indicator of variations in the volume of
turnover in seven sectors accounting for 71 percent of the total value added in Aruba
conducted by the Central Bureau of Statistics. This index declined by a further 4.7
percent in the second quarter of 2003. For the hotels, restaurants, and housing, modest
increases were recorded, while there were declines in al other sectors, including
construction (see table A).

Tourism

In the quarter under review, the number of stay-over visitors shrank by 2 percent
compared to a year earlier. Total nights spent on the island, on the other hand, went
up by 4 percent, because of an increase in the average length of stay from 7.1 nights
to 7.6 nights. Even so, the hotel occupancy rate fell by 1.4 percentage points to 66.9
percent. Cruise passenger arrivals and ship calls decreased notably, i.e., by 19 percent
and 17 percent, respectively (see table B and statistical annex tables 1.3 and 1.4).

Table A: Partial Economic Activity Index 1)

ShareinGDP 2001 2002 2001 2002 2003
(in percent) I I | 1

(Period average)

Total Index 713 -1.7 -2.9 -0.7 -1.1 2.7 -4.7
a. Utilities 41 5.0 10 3.6 21 18 -2.0
b. Construction 8.6 -8.0 -16.4 -20.5 39 -30.1 -18.8
c. Trade 14.2 -12.6 -2.1 -10.7 -15 -3.3 -13.3
d. Hotels & restaurants 105 -1.2 -5.6 40 -10.8 -1.6 0.3
e. Trangport, storage & 82 -39 -0.3 54 -4.4 -4.7 -6.2
communication
f. Housing 12.6 34 2.8 33 2.8 23 28
g. Public adm. & education 131 7.2 -32 4.2 21 -2.8 -35

1) Percentage changes compared to the corresponding period ayear edlier.

Source: CBS.



Table B: Indicators of tourism activity

2001 2002 2001 2002 2003

1. a Tourism receipts (x Afl. million) 1) 1,605.1 1,626.7 4120 3935 468.8  390.1
b. Tourism expenditure (x Afl. million) 2) 1,327.5 1,170.8 329.2  280.1 3284 2359

2. Stay-over visitors (x 1,000) 691.4 6426 179.6 1536 1553  150.3
3. Market shares (in percentage)
a United States 649 679 704 716 76.9 745
b. Venezuela 15.8 12.7 12.9 9.3 5.3 77
c. TheNetherlands 41 44 3.6 44 47 55
d. Colombia 35 3.6 33 37 2.8 16
e Other countries 117 114 9.8 11.0 10.3 10.7
4. Visitor nights (x 1,000) 51446 48625 12692 1,0921 12794 1,135.0
5. Average nights spent 7.4 7.6 7.1 7.1 8.2 7.6
6. a Receptsper visitor night (Afl.) 312 335 325 360 366 344
b. Average daily expenditure (Afl.) 3) 211 207 212 210 206 166
7. Average hotel occupancy rate 755 719 75.0 68.3 76.3 66.9
8. Averagedaily rate hotels (Afl.) 4) 243 247 222 216 317 217
9. Revenue per available room (Afl.) 4) 135 123 124 104 163 99
10. Room tax receipts (x Afl. million) 5) 258 241 6.2 52 7.8 5.7
11. Cruise visitors (x 1,000) 487.3 5822 925 1259 2014 1022
12. Number of cruise ship calls 298 337 50 64 126 53
13. Contribution to current account 6) 77 79 77 80 80 78

1) Gross receipts from stay-over and cruise tourism, as well as other tourism-related income (including, inter aia, the
sale proceeds of time-share units) as recorded on a cash basis in the balance of payments.

2) Travel-related expenditure by stay-over visitors, before (e.g., pre-paid packages), during, and immediately after a
trip as estimated by the CBS viaa special survey.

3) Expenditurein Aruba only (thus, excluding e.g. payments for pre-paid packages), as calculated by the CBS.

4) Including time-share.

5) Excluding tax receipts related to previous periods.

6) Tourism receipts as a percentage of current account receipts, excluding the oil and free-zone sectors.

Source: CBA; CBS; Aruba Tourism Authority; Cruise Tourism Authority; Tax Collector’s Office.

Preliminary survey data from the Central Bureau of Statistics indicate that the average
daily rate of the hotels remained roughly unchanged at Afl. 217. In contrast, the
revenue per available room declined by 5 percent to Afl. 99. Room tax receipts rose
by almost Afl. 1 million to Afl. 6 million. Gross tourism receipts, as recorded in the
balance of payments, fell by 1 percent, compared to 5 percent a year earlier. Their
share in the total current account receipts (excluding the oil and free-zone sectors)
shrank by 2 percentage points to 78 percent.

Both stay-over visitors from the U.S. and their nights spent increased, i.e., by 2
percent and 3 percent, respectively, compared to declines of 13 percent and 14
percent in the corresponding period a year earlier. However, for the fifth consecutive
quarter the number of Venezuelan arrivals dropped, i.e., by 19 percent (second quarter
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of 2002: -39 percent). In contrast, their nights spent on the island rebounded by 17
percent, following a 44 percent decline. Consequently, the U.S. market share
increased by 2.9 percentage points to 74.5 percent, while that of Venezuela contracted
by 1.6 percentage pointsto 7.7 percent. Visitors from the Netherlands and their nights
spent soared by 22 percent and 14 percent, respectively, thus bringing this country’s
market share to 5.5 percent, up from 4.4 percent.

Construction

Total imported cement rose by 46 percent, due to the ongoing realization of several
building projects, including the Marriott Surf Club, social housing construction by the
Aruban Community Housing Foundation (FCCA), and the initiation of severa other
projects in the private and public sectors. The Department of Technical Inspection
approved 13 percent more electrical installations. These were mainly related to the
construction of houses. The number of permits granted by the Department of Public
Works, which reflect intended construction works, fell by 4 percent to 281. However,
the corresponding value rose by 38 percent to Afl. 45 million, mainly on account of
permits granted for the construction of houses, and projects in the hotel and
telecommunications sectors (see statistical annex table 1.7).

Utilities

During the second quarter of 2003, water consumption remained virtually unchanged,
after decreasing by 2 percent during the corresponding quarter a year earlier.
Electricity consumption fell slightly by 1 percent, following a 4 percent increase. Gas
use went up by 4 percent (second quarter of 2002: -0.1 percent), mainly due to an
increase in commercial consumption. Thus, the weighted utilities consumption index
declined by 1 percent to 127.6, after a 1.7 percent increase to 128.7 in the second
quarter of 2002 (see statistical annex table 1.8).

Oil sector

The refinery’s throughput volume surged by 49 percent, after eight consecutive
quarters of decline (see statistical annex table 1.11). Exports from refined oil products
also went up by 87 percent to Afl. 826 million, while crude oil imports almost tripled
to Afl. 610 million. At the end of June 2003, 662 persons were employed at the
refinery, i.e., 41 more than ayear earlier.

Merchandise trade

Trade figures on a transaction basis, as compiled by the Central Bureau of Statistics,
indicate that merchandise imports (excluding mineral fuels and free-zone goods) rose
by 6 percent to Afl. 327 million. This was largely attributed to increased imports of
“machinery and electrotechnical equipment” and “base metals and derivated works.”
Exports fell by 47 percent to Afl. 8 million, because of a decrease in re-exports of live
animals and other animal products. The value of these exports is equivaent to only 2
percent of total imports. On balance, the trade deficit widened by Afl. 26 million or 9
percent to Afl. 319 million (see statistical annex tables 1.9 and 1.10).

Price developments

The quarterly average change in the consumer price index accelerated by 0.9
percentage point to 4.0 percent (see table C and statistical annex tables 1.5 and 1.6).
This primarily reflected increases in housing costs, resulting from higher water and
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Table C: Consumer priceindex

(Percentage change)
2001 2002 2001 2002 2003
I I I I
(Period average)

Total index 29 33 3.0 31 52 40
a Food 33 33 31 38 25 29
b. Beverage & tobacco -0.3 24 -0.3 11 6.0 5.7
c. Clothing & footwear 8.8 6.8 83 7.4 4.0 5.0
d. Housing 08 41 25 32 10.9 6.6
e. Housekeeping & furnishing 42 41 33 46 31 30
f. Health 01 0.0 0.1 0.0 0.0 0.0
g. Transport & communication 04 0.8 14 0.0 4.6 28
h. Recreation & education 20 27 19 27 32 2.6
i. Other 29 25 3.0 24 34 29

(Twelve-month average)

Aruba 29 33 3.6 2.6 4.0 43
United States 2.8 16 34 18 20 22
Curagao 18 04 38 04 15 21
The Netherlands 4.6 35 37 41 31 2.8

Red exchange rate index (1995=100) 1) 1020 1038 101.9 102.8 104.4 104.8

1) RelativetotheU.SA. Based on CPl 12-month averages.

Source: CBA; CBS Aruba; CBS Netherlands Antilles; U.S. Bureau of Labor Statistics; IFS.

electricity tariffs, aswell as arisein the category “transport and communication”, due
to rising gasoline prices. In addition, higher prices were registered in the category
“beverage & tobacco”, due to increased excises on these products. On a twelve-month
basis, inflation accelerated by 1.7 percentage pointsto 4.3 percent. Adjusted for the
energy-related components (i.e., water, electricity, and gasoline), the inflation rate fell
by 0.1 percentage point to 2.8 percent.

The twelve-month average price differential with the United States—Aruba’'s main
trading partner—widened by 1.3 percentage points to 2.1 percentage points.
Consequently, the real exchange rate index of the Aruban florin vis-a-vis the U.S.
dollar appreciated accordingly to 104.8, thereby putting additional pressures on
Aruba's international competitive position. Domestic inflation remaned 2.2
percentage points higher than that of Curacao, while the differential with the
Netherlands turned around from —1.5 percentage points to +1.5 percentage points.

1.3 Money and credit

Causes of changes in the money supply

In the second quarter of 2003, money supply expanded by Afl. 44 million or 2 percent
to Afl. 2,124 million, compared to the preceding quarter (see table D and statistical
annex tables 2.1, 2.2 and 2.3). Narrowly-defined money rose by Afl. 76 million or 10
percent, associated mainly with an increase in demand deposits denominated in
Aruban florin. In contrast, quasi-money—comprising time and savings deposits and
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Table D: Causes of changesin money supply
(In Afl. million)

2001 2002 2001 2002 2003
I I | I

1. Net domestic money creation -27.4 154.0 14.9 443 -58.7 208.7
a. Net domestic credit 318 157.9 39.8 30.1 -34.4 229.3
-Public sector 247 -36.2 25 7.3 -64.6 138.2
-Private sector 56.4 194.1 17.3 374 30.1 91.1

b. Other domestic factors -59.1 -3.9 -24.9 14.2 -24.2 -20.5

2. Inflow of foreign funds1) 129.7 38.9 -31.6 -18.0 105.1 -165.0
a. Current account transactions 729.3 -512.2 643.0 -145.2 -277.1 184.6

b. Net foreign capital 2) -599.6 551.2 -674.6 127.2 382.2 -349.6

3. Broad money creation 102.3 1929 -16.7 26.3 46.5 43.8
a Money 104.7 1434 -14.0 321 -49.3 75.6

b. Quasi-money 24 495 2.7 5.9 95.8 -31.8
(12-month per centage change) (5.9) (10.5) (2.0) (9.5) (7.2 (8.0)

1) Revaluation differences of gold and official foreign exchange holdings are excluded in order to approximate the net
import of foreign funds by the nonmonetary sectors.
2) Including items not yet classified and errors and omissions.

Source: CBA.

treasury bills held by the public—declined by Afl. 32 million or 2 percent, reflecting a
decrease in time deposit holdings.

The growth in money supply was caused by an Afl. 209 million net domestic money
creation, largely related to the government’s drawing down of its deposits at the
banking sector to partially settle the hotel guarantee and racetrack issues amounting to
a total of US$ 62 million (Afl. 111 million). In addition, the claims on the private
sector went up by Afl. 91 million (5 percent), because of increases in loans to
enterprises, housing mortgages and consumer credit of Afl. 59 million (7 percent),
Afl. 21 million (4 percent) and Afl. 14 million (3 percent), respectively. Non-credit
related balance sheet items contributed with Afl. 21 million negatively to the net
domestic money creation.

The domestic money creation was partly offset by an Afl. 165 million net outflow of
funds to abroad, predominantly brought about by the above-mentioned government
transactions. As a result, the official reserves of the Bank dropped by a significant
Afl. 137 million to Afl. 562 million, while the net foreign assets of the commercial
banks declined by Afl. 28 million to Afl. 77 million. At the end of June 2003, the
aggregated net foreign assets of the banking system (excluding revaluation
differences of gold and official foreign exchange holdings) stood at Afl. 639 million,
i.e., Afl. 81 million or 11 percent smaller than a year earlier. Consequently, compared
to the corresponding period in 2002, the ratio of these assets to money supply fell by
7 percentage points to 30 percent (see statistical annex table 2.4).



During the first six months of 2003, overall credit of the commercial banks surged by
Afl. 130 million or 7.1 percent, compared to the corresponding period a year earlier.
This increase already exceeded the Bank’s 7 percent target for 2003, agreed upon
with the Aruban Bankers' Association at the beginning of the year. This credit surge
contributed to the Afl. 59 million or 8 percent decline in the monetary sector’s net
foreign assets to Afl. 639 million, and the acceleration in the six-month average rate
of inflation from 2.7 percent in 2002 to 4.6 percent.

These developments have become a cause for concern, as they may undermine
financia stability in Aruba. Against this background, and to accentuate the need for
containing the present buoyancy in the supply of credit, the Bank decided to raise the
monetary cash reserve requirement for the commercial banks by one percentage point
to 8 percent, effective September 1, 2003 (see the press release on this matter
reproduced in chapter |1, paragraph 2.1 of this bulletin).

Interest rates

The commercia banks' interest rate spread, measured as the difference between the
weighted average deposit and lending rates, narrowed somewhat to 6.3 percentage
points, compared to the end of the preceding quarter (see statistical annex table 6.1).
The deposit rate picked up by 0.2 percentage point to 5.5 percent, due to increases in
both time and savings deposits, while the lending rate remained unchanged.

The central bank offered rates on deposits, which are linked to the corresponding rates
of the Federa Reserve Bank of New York, remained at the same low level (see
statistical annex table 6.3). However, the interest rate on short-term government
borrowings is increasing compared to the preceding months: yields on an Afl. 35
million issue of three-month treasury bills in July and an Afl. 23 million roll-over
operation in August amounted to 2.62 percent and 1.73 percent, respectively (see
statistical annex table 6.5).

1.4 Nonmonetary financial institutions

The balance sheet

The aggregated assets of the nonmonetary financial institutions rose by Afl. 22
million to Afl. 1,416 million, because of increases in claims on the government and
the private sector of Afl. 15 million and Afl. 6 million, respectively (seetable E and
statistical annex table 5.1). At the end of June 2003, the net foreign assets of these
institutions stood at Afl. 328 million, which is more than four times the amount held
by the commercial banks. On the liability side, the pension fund provisions and net
other items went up, i.e, by Afl. 11 million (1 percent) and Afl. 10 million (14
percent), respectively.

The mortgage market

In the quarter under review, housing mortgage lending by the commercia banks rose
again by 4 percent, while that of the pension funds increased by 2 percent. On the
other hand, both lending by the specialized mortgage banks and life insurance
companies continued to fall, i.e., by 2 percent. Consequently, the market share of the
nonmonetary financial institutions in the housing mortgage market declined to 45
percent (seetable F).



Table E: Nonmonetary financial institutions 1)
(End of period, in Afl. million)

2002 2003
| I 11 v | I
1. Net foreign assets 339.4 331.2 328.8 323.0 327.3 327.7
2. Domestic assets 1,064.6 10729 10778 10726 10669 1,0885
a. Government 445.3 447.8 451.1 454.5 454.8 470.1
b. Private sector 619.3 625.2 626.7 618.0 612.1 618.5
3. Tota assets=total liabilities 1,404.0 11,4042 1,406.6 1,3956 1,3942 1416.2
4. Borrowings and deposits 55.1 55.8 57.0 57.3 58.0 58.0
a. Government 36.6 36.6 36.6 36.6 36.6 36.6
b. Other residents 18.5 19.2 20.4 20.7 21.3 21.3
5. Pension fund provisions 1,085.1 1,100.1 1,1150 1,1453 11,1475 1,1585
6. Insurance reserve fund 262.2 255.9 257.4 258.3 262.6 263.5
7. Other items, net 1.6 1.7 -22.9 -65.3 -73.9 -63.8

1) Comprise mortgage banks, pension funds (including the APFA), life insurance companies, finance
companies, the Aruban Investment Bank, and the Social Security Bank.

Source: CBA
TableF: Housing mortgages
(End of period, in Afl. million)
2002 2003
I I " v I I

1. Tota 899.4 907.6 919.3 938.3 954.1 969.8
2. Commercial banks 445.3 452.6 464.0 484.8 504.4 525.4
3. Mortgage banks 297.0 296.6 297.2 293.2 288.1 283.0
4. Pension funds 77.1 79.9 80.7 83.7 86.2 87.5
5. Life insurance companies 71.2 70.0 69.2 68.3 67.4 66.0
6. Other 8.7 85 8.3 8.2 8.1 8.0
Source: CBA.

1.5 Government finance

Financial operations

In the second quarter of 2003, total government revenue on a cash basis rose by Afl.
11 million to Afl. 181 million, compared to the corresponding quarter of 2002. Tax
revenue expanded by Afl. 13 million or 9 percent to Afl. 150 million. Taxes on
income and profit went up by Afl. 6 million, mainly because of higher wage tax
revenue. Taxes on property increased by Afl. 5 million, primarily due to larger
revenue from land tax. Taxes on commodities went up by Afl. 4 million, following
higher receipts from excises on beer, tobacco and gasoline, as well as increased
import duties. Nontax revenue fell by Afl. 2 million to Afl. 31 million. Again, no
foreign grants were received (seetable G and statistical annex tables 7.1 and 7.2).



Table G: Government financial operations 1)
(In Afl. million)

2001 2002 2001 2002 2003
I I I I
1. Revenue and grants 7318 7512 1501 169.4 167.9 180.7
a Tax revenue 606.3 610.0 131.9 137.0 146.5 149.9
b. Nontax revenue 1255 103.8 18.2 324 214 30.8
c. Grants 0.0 374 0.0 0.0 0.0 0.0
2. Expenditure 717.0 8164  159.6 202.9 184.6 2425
3. Lending minus repayments 2) 320 -3.0 1.0 -41.3 -81.3 2.6
4. Financial deficit (-) -17.3 -62.2 -10.5 7.8 64.6 -64.5
5. Net foreign capital 279 96.0 -0.6 -0.5 0.0 -99.3
6. Net domestic capital 3) 14.2 25 -11.4 0.0 0.0 255
7. Net recourse to the monetary 247 36.1 -22.5 7.3 64.6 -138.2
system (-)
8. Memorandum item
a Unmet financing requirements4) 2694 2756 2359 2916 3023 3300
b. Financial deficit (-) 5) -134.2 -68.5 -63.1 2.7 379 -92.1

1) Preliminary figures and estimates on a cash basis.

2) Includes payments due to loans made and equities purchased from minus receipts from repayments and equities
sold to officia entities. A (-) sign indicates that the extended lending was less than the repayments received.

3) Net capitd attracted from nonmonetary sectors. Commercia banks' loansto the government areincluded initem 7.

4) At the end of the period. The unmet financing requirements comprise al unsettled payment obligations to other
sectors, irrespective of the time frame in which they mature, registered by the Department of Finance.

5) Including the change in unmet financing reguirements.

Source: Department of Finance; Tax Collector’s Office; CBA.

Transactions related to the settlement of the hotel guarantee and racetrack issues
exerted dominant effects in both the first and second quarter of 2003. On March 7,
2003, Parliament approved the government’s arrangement with the Italian export
credit insurer, SACE, to convert a contingent liability arising from hotel guarantees
issued in the past into an Afl. 197 million (US$ 110 million) loan. Half of this amount
was payable within three months after the aforementioned date, while the other half
was converted into a4.5 percent U.S. dollar loan with a maturity of 15 years.

During the quarter under review, expenditure, as estimated by the Bank, grew by Afl.
40 million or 20 percent to Afl. 243 million. Provisional data supplied by the
Department of Finance indicate that this growth was partly brought about by the
payment of Afl. 26 million as part of the government’s annual contribution to the
AZV and the settlement of the race track issue amounting to Afl. 13 million (US$ 7
million). In addition, investment-related spending, including development fund
spending, surged from a mere Afl. 2 million in the second quarter of 2002 to Afl. 16
million, amounting to 6 percent of total expenditure. This spending was mainly on
account of the implementation of infrastructural projects. Wage-related expenses went
up slightly by Afl. 3 million (3 percent) to Afl. 122 million and interest payments



grew by Afl. 3 million to Afl. 11 million. In contrast, expenditure for goods and
servicesfell by Afl. 5 million or 15 percent to Afl. 31 million.

On balance, the Afl. 8 million financia surplus recorded in the second quarter of 2002
turned around into an Afl. 65 million deficit in the period under review. This was
partly financed by reducing available deposits at the banking system. Moreover, an
Afl. 54 million 7-year 6 percent bond was issued in June on the domestic capital
market. Its proceeds were partly used to repay Afl. 25 million in maturing bonds
issued in 1996. Banking deposits were also mobilized to settle the Afl. 98 million
(US$ 55 million) short-term obligation to SACE referred to earlier. On balance, the
government’s net position vis-a-vis the monetary system declined by a huge Afl. 134
million to Afl. 74 million at the end of June 2003, which contributed decisively to the
significant decline in this system’s net foreign assets position mentioned earlier (see
statistical annex table 7.3).

Indicative for the further weakening in the public finances is that the so-called unmet
financing requirements surged by Afl. 28 million to Afl. 330 million (or about 10
percent of the estimated GDP for 2002), mainly due to a rise in payment arrears to
suppliers of goods and services, and to the AZV. Adjusted for this increase, the
financial deficit expanded to Afl. 92 million. For the first six months of the year, the
deficit amounts to Afl. 54 million (or 2 percent of GDP).

Outstanding debt

Compared to the second quarter of 2002, the outstanding public debt (excluding
guarantees) increased by a notable Afl. 289 million or 25 percent to Afl. 1,440
million, or about 43 percent of the estimated GDP, thereby exceeding the 40 percent
limit generally considered necessary to remain eligible for ‘BBB’ country rating
(seetable H). This was predominantly brought about by an Afl. 221 million or 53

Table H: Outstanding gover nment debt
(End of period, in Afl. million)

2002 2003
| I Il v | 1

1. Total debt 1,1169 1,150.7 1,180.2 1,242.9 1,474.8 1,440.1
2. Domestic debt 7235 733.4 718.3 719.8 746.5 802.1
a Negotiable 179.2 179.2 189.1 189.1 189.1 218.5

- Treasury bills 40.0 40.0 40.0 40.0 40.0 40.0

- Cash certificates 8.0 8.0 8.0 8.0 8.0 8.0

- Government bonds 131.2 131.2 1411 141.1 1411 1705

b. Nonnegatiable 544.3 554.3 529.2 530.7 557.4 583.7

- Short-term 1) 2836 204.4 272.1 275.6 302.3 330.0

- Long-term 260.7 259.9 2572 2551 255.1 253.6

3. Foreign debt 2) 393.4 4173 461.9 523.1 728.3 638.0

1) Including suppliers credit and short-term debt to the APFA.
2) At end-of-period exchange rates.

Source: Department of Finance.

10



percent increase in foreign debt, which reached Afl. 638 million. Major contributory
factors were the Afl. 47 million (US$ 26 million) sale of bonds to nonresidents and the
acquisition of an Afl. 63 million (US$ 35 million) commercia loan in, respectively,
September and October 2002, as well as the aforementioned long-term loan from
SACE, amounting to Afl. 98 million (US$ 55 million). On the other hand, outstanding
hotel guarantees were eliminated.

In addition, the domestic debt component went up by Afl. 69 million or 9 percent,
because of increases in both negotiable and non-negotiable debt of Afl. 39 million and
Afl. 29 million, respectively. The former resulted from an Afl. 54 million bond issue,
while the latter mainly reflected an increase in payment arrears vis-aVvis the APFA,
the AZV, and suppliers of goods and services.

1.6 Balance of payments

Overall outcome

During the second quarter of 2003, the balance of payments overall deficit widened
significantly, i.e., from Afl. 18 million during the second quarter of 2002 to Afl. 165
million. An Afl. 185 million current account surplus was more than compensated for
by an Afl. 332 million capital and financial account deficit (see table | and statistical
annex table 8.1). Compared to a year earlier, net foreign assets of the monetary sector
(including revaluation differences of gold and official foreign exchange holdings)
crumbled by Afl. 70 million or 9 percent to Afl. 697 million. The end-of-period non-
oil merchandise import coverage ratio fell by 1 month to 6.6 months, while its 12-
month moving average increased slightly to 7.3 months.

Oil sector

The Afl. 130 million current account deficit of the oil sector recorded in the second
quarter of 2002 turned into an Afl. 234 million surplus in the quarter under review.
This turnaround was mainly the result of an Afl. 327 million or 48 percent increase in
export receipts from refined oil products and goods procured in ports. On the other
hand, import payments for crude oil and other goods fell by Afl. 25 million or 4
percent to Afl. 683 million. An Afl. 141 million capital and financial account surplus
turned into an Afl. 209 million deficit, reflecting a decrease in intercompany liabilities.
On baance, the ail sector sold Afl. 24 million in foreign exchange to the local
commercia banks.

Free-zone sector

Both the export receipts of free-zone companies and their import payments (f.o.b.)
shrank by 33 percent to Afl. 17 million and 38 percent to Afl. 14 million,
respectively. Consequently, the Afl. 5 million deficit recorded on its current account
in the second quarter of 2002 turned around into an Afl. 1 million surplus. An
equivalent amount in foreign exchange was sold to the local commercial banks.

11



Tablel: Balance of payments
(in Afl. million)

2001 2002 2001 2002 2003
I I | I

1. Current account (net) 7293  -5122 643.0 -145.2 2771 184.6

a Oil sector 6201  -345.2 607.7 -129.9 -269.3 2335

b. Free zone -4.9 -66.4 -6.3 -5.4 6.5 11

c. Rest of economy 1141  -100.6 41.6 -9.9 -14.3 -50.0

- Private sector 1822 4.1 56.6 8.6 6.5 -28.1

- Public sector -68.1 -104.7 -15.0 -18.5 -20.8 219

2. Capital and financial account (net) -5789  549.0 -672.7 111.8 348.7 -331.8

a. Oil sector -576.8 420.8 -611.0 140.6 290.3 -209.1

b. Free zone 0.0 65.9 0.0 0.0 0.0 0.0

c. Rest of economy -21 62.3 -61.7 -28.8 58.4 -122.7

- Private sector -30.0 -71.1 -61.1 -28.3 63.8 -10.8

- Public sector 279 1334 -0.6 -05 5.4 -111.9

3. Items not yet classified 1) -20.7 2.2 -19 154 335 -17.8

4. Overall balance (1+2+3) 129.7 38.9 -31.6 -18.0 105.1 -165.0

5. Banking transactions 2) 185 33.0 73.9 7.7 -17.0 27.8

6. Increase (-) in official reservess) -1482  -720 -42.3 10.3 -88.1 137.2

Memorandum items:

7. a. Officid reserves (including gold) 578.2 667.9 495.3 623.8 754.4 619.7
b. In months of merchandise imports 4)

- End-of-period 55 5.8 48 6.2 6.9 5.8

- Twelve-month average 49 6.0 4.3 5.6 6.1 6.2

8. a Tota reserves of the monetary sector 698.7 755.5 614.2 766.7 859.0 696.5
b. In months of merchandise imports 4)

- End-of-period 6.7 6.6 6.0 7.6 7.9 6.6

- Twelve-month average 6.5 7.4 5.8 7.1 75 7.3

1) Including errors and omissions.

2) Minus (-) sign denotes an increase in assets and adecrease in liabilities.

3) Excluding revaluation differences of gold and officia foreign exchange holdings.
4) Excluding the il sector.

Source: CBA.

Rest of the economy

The current account deficit of the rest of the economy (i.e., excluding the oil and free-
zone sectors) widened, i.e., from Afl. 10 million in the second quarter of 2002 to Afl.
50 million. The merchandise deficit expanded by 8 percent to Afl. 263 million,
mainly because of increased import payments. The net current transfers deficit rose
further to Afl. 28 million, due to payments for workers remittances, pensions, and
non-life insurance premiums. Net receipts of services fell by Afl. 29 million to Afl.
243 million, because of payments related to tourism, education, and other business
transactions. The Afl. 17 million income account deficit narrowed to Afl. 2 million,
associated mainly with adecline in dividend payments.

The Afl. 29 million deficit on the capital and financial account registered in the
second quarter of 2002 grew notably to Afl. 123 million during the quarter under
review. The capital account deficit widened by Afl. 10 million to Afl. 13 million,
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mainly because of the settlement by the government of the racetrack issue. The deficit
on the financial account also increased, i.e., by Afl. 84 million to Afl. 110 million,
primarily due to the Afl. 98 million transfer to SACE referred to earlier.

On balance, the external transactions of the rest of the economy resulted in an Afl.

191 million outflow of funds, compared to Afl. 23 million in the corresponding
period ayear earlier.
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21 INCREASING THE REQUIRED MONETARY CASH RESERVE

A pressrelease of August 6, 2003

During the first six months of 2003, overal credit of the commercia banks has
grown by a notable Afl. 130.0 million or 7.1 percent. This increase already exceeds
the Bank’s 7 percent target set for 2003, after consulting with the Aruba Bankers
Association, at the beginning of the year. Partly as a result thereof, the monetary
sector’s net foreign assets have crumbled by Afl. 59.0 million or 7.8 percent, and the
six-month average rate of inflation has accelerated from 2.7 percent in 2002 to 4.6
percent.

These developments have become a cause for concern, as they may undermine
financia stability in Aruba. Against this background, and to accentuate the need for
containing the present buoyancy in the supply of credit, the Bank has decided to raise
the monetary cash reserve requirement for the commercia banks by one percentage
point to 8 percent, effective September 1, 2003.

Additionally, if and to the extent that the growth in credit of al banks exceeds its
target of 7 percent, an equivalent extra monetary cash reserve must be deposited at
the Bank. A bank should contribute to this reserve in proportion to its excess lending.
The compensating fee for holding a deficient monetary cash reserve will remain
unchanged at 4.5 percent.

Dr. A.R. Caram
President
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General noteto thetables of the statistical annex

Figures in the statistical annex are quoted in millions of Aruban florin (Afl.), unless
otherwise stated. The sum of separate items may differ in the fina digit from the total
shown, due to rounding.

Data are subject to revision if additiona information becomes available.

Thefollowing symbols and conventions are used throughout the statistical annex:

blank: not available

0.0: nil

(d):  discontinuity in the series; this sign will be accompanied by an explanatory note
in the back section of the report.
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Explanatory notesto the tables of the
statistical annex

Table1.1 Grossdomestic product and its
components

Gross Domestic Product (GDP) and its
components are calculated on the basis of the
United Nations publication “A System of
National Accounts, 1993". The Central Bureau
of Statistics has published GDP figures for
1995 up to and including 2000. Data for the
subsequent years are rough estimates.

Exports and imports of goods and services
exclude crude oil and refined oil products. An
estimation of the net value added of the oil
sector isincluded in the data on exports.

Thereal GDPis calculated using the changein
the consumer price index (1995 = 100) as a
proxy for the deflator.

Population data refer to the average of this
variable at the beginning and at the end of
each respective year.

Tablel.5 Consumer priceindices

The consumer price index, produced by the
Central Bureau of Statistics, is a Laspeyres
type of index and is based on the results of
household expenditure surveys conducted by
this Bureau. The latest survey was conducted
during the period October 1998 through
January 1999.

The base of the index was replaced from
August 1994 to September 2000.

To convert the indexes prior to September
2000 to the new base period, these indexes
should be multiplied by the ratio of the new
and old index. For instance, the indexes in
column 1 “Total index” prior to September
2000 should be multiplied by the ratio 0.8410,
i.e,

September 2000 (New index) _ 100.0

_ = =0.8410
September 2000 (Old index) 118.9

Table 1.8 Utilities

The table Utilities reflect the consumption of
water, electricity and gas. The consumption of
water is excluding sales to Coastal ArubaN.V.
and vessels. Each category is presented on the

basis of its standard unit of measure. The
utilities index is calculated as a weighted
average of the indexed consumption of water,
electricity and gas. The weights used here are
dynamic and fluctuate according to the
relative significance (during a period) of the
value of each consumption category in the
aggregated value. Annua data are based on
the year 1996 (=100), while quarterly data are
based on an average of that year, since the
quarterly data reflect only the consumption
during a quarter, while the annual data is
cumulative.

Table 1.9 and Table 110 Merchandise
foreign trade, respectively by country and by
product category

The data for these tables (by country and by
product category) are derived from the
automated customs system Asycuda. In this
system, about 8,000 documents related to
export and import are registered on a monthly
basis. The Central Bureau of Statistics
processes this data using the International
Specia Trade System. Certain types of goods
are excluded from the data, e.g., monetary
gold, securities, bank notes, coins in
circulation, and postal items. Furthermore,
goods consigned by a government to its armed
forces and diplomatic representatives abroad
(including embassies, consulates, the Cabinet
of the Netherlands-Antillean and Aruban
Affairs (KABNA), the Cabinet of the
Governor of Aruba representing the Queen of
the Kingdom of the Netherlands, and the
Marine Corps) are aso excluded from the
trade dtatistics. These exclusions are in
accordance with the recommendations of the
United Nations. Minera fuels are aso
excluded.

The country from which goods are imported is
the country of consignment or provenance
from which goods are dispatched to Aruba
without any commercial transactions in
intermediate countries. The country of export
is the country of destination known at the time
of dispatchment as the final country to which
goods are delivered.

Table2.1 Monetary survey

The monetary survey consolidates the accounts
of the Centrale Bank van Aruba (the Bank), the
commercia banks, and the Government, related
only to the issuance of components of money
supply, i.e., coins and treasury bills. This survey



shows the financial relationship between the
monetary sectors, whose liabilities include the
money supply, and other sectors of the
€conomy.

Net claims on public sector:

Gross claims

Resulting from the issuance of coins and
treasury hills. Gross claims include loans
granted as well as government bonds in the
hands of the monetary sector.

Net foreign assets:

Centrale Bank van Aruba

Revaluation differences of gold and officia
foreign exchange holdings are excluded in
order to caculate the net import of foreign
funds by the non-monetary sectors.

Table 2.2 Components of broad money

"Money" consists of bank notes, coins and
demand deposits of the private sector. It does
not include government deposits, neither the
deposits of the commercia banks with the
Bank, nor their cash holdings. "Quasi-money"
comprises time and savings deposits with the
commercia banks and the Bank, as well as
treasury bills held by the private sector. This
table shows the total liquid clams of the
domestic private sector on money-creating
institutions.

Table 2.3 Causes of changesin broad money

Inflow of foreign funds

Revaluation differences of gold and officia
foreign exchange holdings are excluded in
order to caculate the net import of foreign
funds by the non-monetary sectors.

Table2.4 Foreign assets

Arubas net foreign assets consist mainly of
convertible claims on nonresidents and gold.
Aruba has no accounts with the International
Monetary Fund, because it participates in this
ingtitution as part of the Kingdom of the
Netherlands. In contrast to Table 2.1, net
foreign assets in this table include revaluation
differences of gold and officia foreign
exchange holdings. Until the end of 2000, the
valuation of gold was determined once every
three years at the lowest yearly average market
price of gold, converted into florin, in the three
calendar years preceding the date of valuation,
less 30 percent. Since December 31, 1998, gold
has been valued at Afl. 368,58 (previoudy: Afl.

a7

450,74) per fine troy ounce. Effective
December 31, 2001, gold is valued on a
quarterly basis at the prevailing market rate.
Changesin the valuation of gold are included in
the revaluation account.

Column:

(9) Revaluation differences
Revaluation differences of gold and official
foreign exchange holdings.

Table 3.1 Consolidated balance sheet of the
money-creating ingtitutions

Money-creating institutions
These are the Bank, the Government and the
commercia banks.

Claims on money-creating ingtitutions:
Monetary authorities

These are ingtitutions (the Bank and the
Government) that create base money.

Other domestic assets
Mainly equipment and miscellaneous items.

Revaluation differences

These are revauation differences of gold and
officiad foreign exchange holdings. In
accordance with the Central Bank Ordinance as
revised in December 1989, changes in the value
of gold and foreign exchange due to changes in
the price of gold and exchange rates are
accounted for in arevaluation reserve.

Other domestic liabilities
Money in custody, miscellaneous items and
other liahilities.

Table 3.2 Detailed balance sheet of the
Centrale Bank van Aruba

Columns:

(2) Other
Mainly equipment and miscellaneous items.

(5 and 6) Foreign assets:

Claims on banks

Balances with foreign central and commercial
banksin convertible and other currencies.

Claims on governments
Treasury bills and other securities issued by

foreign  governments and  international
organizations in convertible and other
currencies.



(10) Bank notes issued
Bank notes held by the public and commercia
banks.

(13) Official entities
Includes the post office.

(16) Other financial institutions' deposits

These indtitutions are banklike financia
institutions, such as mortgage and investment
banks, licensed by the Bank to operate in the
domestic market. Other nonbank financial
ingtitutions, among which are insurance
companies and pension funds, are included
under column (17) "private sector".

(17) Private sector
Includes business enterprises, individuals,
nonbank financial institutions and foundations.

(18) Other
Money in custody, other liabilities and the
Bank's current net income position.

Table 3.4 Coinsissued

The Government issues coins, which are,
therefore, its liability. The Bank buys the coins
and resellsthem at face value to the commercial
banks and to the public.

Table 41 Commercial banks: summary
account

Commercia banks are financial institutions
licensed to carry out banking operations with
residents. These banks grant loans, and have
among their liabilities deposits transferable by
check or otherwise usable in making payments.

Commercial banks transactions resulting in
claims on, and liabilities to, nonresidents are
included in this balance sheet only if these
transactions are an integral part of their tota
activities. Offshore businesses sheltered in a
Separate accounting unit (where clams on
nonresidents are kept equal to liahilities to
nonresidents so that no net open position arises)
are not included in this balance sheet.

Column:

(7) Capital and reserves:
Includes subordinated debt.
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Table 4.2 Commercial banks: prudential
ratios

The risk-weighted capital ratio is derived by
dividing the banks capital base by the tota
amount of the risk-weighted assets, including
both on-balance and off-balance sheet
activities. As of June 1989, the internationally
adopted risk-weighted capital ratio was
introduced.

Table 4.3 Commercial banks detailed
balance sheset

Columns;

(6 to 9) Loans and advances:

Enterprises

Commercial loans and advances to private and
public enterprises and official entities. Public
enterprises, among which the
Telecommunications Company (SETAR), are
companies producing goods and nonfinancia
services, whose shares are fully or largely
owned by the Government.

Mortgages
Loans and advances to enterprises and
individuals secured by real estate.

Individuals
Loans and advances to individuas, excluding
mortgages.

Government
Loans and advances to the Government,
excluding officia entities.

(10) Premises
The commercia banks own buildings, other
real estate, and equipment.

(11) subsidiaries
Holdings of at least 10 percent of the equity
capital of other companies and advances to
these companies.

(12) Accounts receivable

Costs, commissions, dividends, rents, and other
income earned or accrued, but not yet collected,
as well as prepaid expenses not included in the
banks' current profit and loss accounts.

(21) Total assets

The balance sheet total does not correspond
with that of table 4.1, because in this table
interbank assets and liabilities have been netted



out; the net figure is recorded in column (13)
"other (net)".

(22 to 25) Demand deposits

Deposits withdrawable on demand, in the form
of balances on checking and similar accounts.
Also included are time deposits matured but not
renewed.

(26 to 29) Time deposits
Deposits with a specific origina maturity.

(30) Savings deposits
Deposits with certain withdrawal restrictions,
but with no specific maturity condition.

(31) Other liabilities
Accounts payable, provision for loan losses and
items not included elsewhere.

(32) Capital and reserves

Paid-up capital by residents, reserves, retained
profits, and the banks current net income
position.

(33) Subordinated debt
Liabilities subordinated to claims of depositors
and other creditors.

Table 4.4 and Table 4.5 Commercial banks
loans to domestic sectors by kind of
economic activity

These tables provide a distribution of resident
commerciad loans to economic  sectors
according to the third revison of the
International Standard Industrial Classification
of all economic activities (ISIC) of 1990 of the
United Nations. Table 4.4 gives an overview of
the outstanding commercid loans, loans to
government and to individuals of the banking
sector, divided in three categories, i.e., current
accounts, term loans and mortgages, and their
contribution in total loans, for the period under
review. Table 4.5 gives a historic overview of
the outstanding loans of the banking sector
provided in Table 4.4.

Table 5.1 Financial survey

The financial survey provides an overview of
the activity of the financial sector as awhole. It
covers financia positions and transactions of
the financial sector with other domestic sectors
and with the rest of the world. It comprises the
accounts of the Centrale Bank van Aruba, the
Treasury (the government, related only to the
issuance of components of money supply, i.e,
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coins and treasury hills), the commercial banks,
and the aggregated accounts of the
nonmonetary financial institutions, comprising
mortgage banks, pension funds, life insurance
companies, finance companies, the Aruban
Investment Bank and the Social Security Bank.

Table 6.1 Interest rates of commercial banks

As of September 1998, the Bank introduced a
new method to report and calculate the interest
rates on deposits and loans of the commercial
banks. The interest rates shown represent the
period weighted average rates of these banks on
new loans and deposits for domestic activities.
Nominal interest rates are used for the deposits.
An annual percentage rate (APR) is calculated
for the interest rates charged on consumer
credit. A weighted average rate of interest is
caculated for both deposits (i.e, time and
savings) and loans (i.e, individua and
commercia). Subsequently, a margin between
the credit and debit rate is computed.

Table7.1 Government financial operations

This table provides summary of the financial
operations of the government on a cash basis.

The government as defined by the Bank
comprises al departments, including the
Department of Public Works (DOW),
“Landsbedrijf Ontwikkelingsprojecten” (LOP)
and the Fondo Desaroyo Aruba (FDA). Thus,
excluded are the socia security sector, which
comprises mainly the Socia Security Bank
(SVB) and the General Hedth Insurance
(AZV).

Revenue and grants

Comprise receipts recorded by the Tax
Collector’s Office, the Department of Finance
and the Bank. Tax and nontax revenue are
classified according to the nature of the base
on which the tax is levied or the kind of action
which creates the obligation concerned. Grants
are unrequited, nonrepayable, non-compulsory
receipts from other governments or
international institutions.

Expenditure

The level of expenditure is derived as a
residual of total registered revenue (including
grants minus net lending) and net financing.
The Depatment of Finance provides
information on the nature of the expenditure.
Items n.i.e. (not included elsewhere) is a
resdual, and thus includes errors and



omissions. In 2000 and the fourth quarter of
that year, the Afl. 36.7 million debt settlement
resulting from the separation of funds
associated with the Status Aparte of Arubain
1986 was reclassified from a current transfer in
the “items not included elsewhere’ to a
repayment of debt in the item “net foreign

capital”.

Lending minus repayments

This category covers government payments
leading to financial claims upon others or to
government equity participation in the
ownership of enterprises, minus receipts
reducing or extinguishing such claims or
equity holdings undertaken for public policy
pUrposes.

Net Financing

Net financing comprises net foreign capital,
nonbank domestic capital, and the net recourse
to the monetary system of the government.

Memorandum items
The unmet financing requirements comprise
al registered payment obligations to other
sectors, irrespective of the time frame in
which they mature.

The financia deficit includes the change in the
unmet financing regquirements.

Table 7.2 Gover nment revenue

This table provides a detailed overview of the
total government revenue, subdivided into
taxes, nontax revenue and grants.

Table 7.3 Government position with the
monetary system

This table covers the government’s financial
position with the Centrale Bank van Aruba
(the Bank) and the commercial banks. It gives
an overview of the government’ s deposits with
the Bank and the local commercial banks and
its liabilities to the monetary authorities and
local commercia banks.

Table 7.4 Outstanding gover nment debt

Table 7.4 gives a detailed overview of the
outstanding government debt based on
information provided by the Department of
Finance, the APFA and the Centrale Bank van
Aruba. The totad debt, excluding the
outstanding government guarantees, is divided
into a domestic and a foreign debt component.
The former comprises negotiable and non-
negotiable debt, which is further divided into
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short- and long-term. The foreign debt,
valuated a end-of-period exchange rates,
includes the debt to the Netherlands, the
European Investment Bank, the United States
and a residua category, comprisng among
others to the Netherlands Antilles.

Table 8.1 Balance of payments

Current and
financial account
The balance of payments records payments and
receipts between residents and nonresidents on
goods, services, income and current transfers,
as well as changes in Arubas claims on, and
ligbilities to, the rest of the world. The basic
data to compile the baance of payments are
obtained from residents, who are (with the
exception of companies with a nonresident
status, i.e., offshore companies) legally obliged
to report to the Bank their transactions with
nonresidents. In practice, licensed foreign
exchange banks, operating either as
intermediaries or on their own behalf, report the
bulk of the transactions. Enterprises holding
accounts with foreign banks or with other
nonresidents are also obliged to report. Changes
in the balance on these accounts are registered
by the Bank either as an increase or a decrease
in currency and deposits of other sectors. As
from the fourth quarter of 1990, foreign
transactions of the Coasta Aruba Refining
Company, which are settled through a current
account with the parent company abroad, are
incorporated in the balance of payments.
Changes in the balance on this account are
registered as short-term direct investments.

non-monetary capital and

Items not yet classified

Transactions of which the underlying nature is
not yet known. Profits and losses on foreign
exchange transactions of the Bank and the
commercia banks as well as revauation
differences of foreign claims and liabilities of
the commercial banks are also included.

Banking transactions

Banking transactions cover al capita
transactions of authorized foreign exchange
banks carried out for their own account. These
transactions comprise, among other things,
loans to and from foreign banks and nonbanks
and their redemptions, the placement of notes
with nonresidents issued for their own account
and changes in their liquid clams and
lighilities.



Increase (-) in official reserves

Changes in the foreign exchange holdings
(excluding revaluation differences of gold and
foreign exchange holdings) cover all clams on
and liabilities to nonresidents of the Bank
denominated in foreign currencies. Changes in
Aruban florin accounts held with the Bank by
nonresidents are also reflected in the foreign
exchange holdings.

Table 8.2 Components of the current
account

Goods

Goods comprise import and export related
payments of crude oil and oil products as well
as import and export related payments by free-
zone enterprises and by sectors other than the
oil and free-zone sectors effectuated through
the banking system and notified foreign bank or
current accounts. Non-oil merchandise import
payments by the oil sector, goods procured in
ports and repair goods are a so included.

Services:

Transportation

Transportation contains, among other things,
harbor dues and fees, and passenger fares. Data
on transportation are based on the relevant
payments. However, adjustment are made to
dlow for the fact that in the baance of
payments goods are recorded consistently as a
f.o.b basis.

Travel

Registered tourism receipts from transactions in
foreign currency, traveller's checks and credit
cards as recorded by the foreign exchange
banks, as wdl as the enterprises holding
accounts with foreign banks. Goods taken out
of Aruba by tourists paid for in foreign
currency, traveller's checks or credit cards and
flows related to medica treatment and
expenditures of students are also included under
"travel".

Government n.i.e

Payments by the Government of the
Netherlands in  connection  with  its
representative office in Aruba (including the
Netherlands Roya Navy) are included as
inflows, while payments by the Aruban
Government related to its representative office
in the Netherlands ("Aruba Huis') and its
tourism offices abroad are, among others,
recorded as outflows.
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Other

These services mainly include management
fees, transactions for industrial maintenance,
contracting works, roydties, posta and
telecommunication charges, insurance services,
rents and leases.

Income

Income covers dividends received on equity
investments and participations, as well as
interest on public and private sector loans, debt
securities, and foreign assets and personal
earned income.

Current transfers

Private and officia transfers, i.e, workers
remittances and other current transfers of
individuals as well as pension and education
payments and grants.

Table 8.3 Components of the capital and
financial account

Capital account

Capital account consists of capital transfers and
acquisition/disposal of non-produced
nonfinancial assets. Capitd transfers cover
private transfers being migrants' transfers, and
official transfers, being payments in connection
with development aid (capital grants).

Financial account

Financia account covers direct investment,
portfolio investment and other investment. The
latter is subdivided into loans and other
financial transactions.

Banking transactions
See note for Table 8.1.

Table 8.4 Balance of payments by sectors

This table summarizes the balance of payments
transactions by sectors.

Columns:
Oil sector
Transactions of Coastadl Aruba Refining
Company, Coastal Aruba Fud Company,

Wickland Oil Aruba N.V. (up to the third
quarter of 1998) and Barlock/Texaco (the
former Barlock/Shell), which are settled
through the banking system as well as the
accounts held with foreign banks and the parent
company abroad are registered in this column.



Free-zone sector

This column covers the internationa
transactions of the free-zone companies through
the banking system and their foreign bank
accounts.

Other sector

This column contains transactions of the rest of
the economy, which are settled through the
banking system and accounts held with foreign
banks.

Table 8.5 Breakdown of mer chandisetrade

Exports and imports are recorded on f.0.b. basis
and are divided into general merchandise,
goods for processing, goods procured in ports
by carriers, repairs on goods and non-monetary
gold.

Table 8.6 Official foreign exchange rates
(sdlling)

Banks minimum selling rates for officialy
quoted currencies for customers. The foreign
exchange banks selling rates of the currencies
shown in the table are fixed daily by the Bank
on the basis of middle market rates quoted for
those currencies against the U.S. dollar.
Officialy quoted rates for other currencies are
determined by means of a fixed percentage
margin on either side of the middle rate for each
currency. Offshore customers, or customers
with larger amounts of foreign currency to be
bought or sold, may negotiate an exchange rate
to settle transactions with their banks.

Rates at which foreign exchange banks will buy
and sell the U.S. dollar from and to the public:

minimum maximum
buying sdling
rates rates
asfrom; bank  chequeand
notes cable-
transfers

Jan1,1986  1.77 1.79 181
May 18,1987 1.77 1.78 1.80
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