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List of abbreviations

AAA
Afl.
AlB
APFA
ATA
AVV
AZV
BBO
BLS
BPI
BPS
CBA
CBS
CBSne
CBSna

CPI
CPIS
CTA
cTO
DEZHI

DF
DNB
DTI
ECB
ECLAC
ELMAR

FDA
GDP
1P

IMF
NIO

NCPF
SEFER
SETAR

SVB
TCO
WEB
WEO

Aruba Airport Authority N.V.

Aruban florin

AIB Bank N.V.

Stichting Algemeen Pensioenfonds Aruba, the civil servants pension fund
Aruba Tourism Authority

Aruba Vrijgestelde Vennootschap, the Aruba Exempt Corporation

Algemene Ziektekostenverzekering, the general health insurance

Belasting op Bedrijfsomzetten, a turnover tax

U.S. Bureau of Labor Statistics

Business Perception Index

Business Perception Survey

Centrale Bank van Aruba, the Central Bank of Aruba

Centraal Bureau voor de Statistiek, the statistical office of Aruba

Centraal Bureau voor de Statistiek, the statistical office of the Netherlands
Centraal Bureau voor de Statistiek, the statistical office of the Netherlands
Antilles

Consumer Price Index

Coordinated Portfolio Investment Survey

Cruise Tourism Authority

Caribbean Tourism Organization

Directie Economische Zaken Handel en Industrie, the Department of
Economic Affairs, Commerce and Industry of Aruba

Department of Finance

De Nederlandsche Bank N.V., the Dutch central bank

Dienst Technische Inspecties, the department of technical inspections
European Central Bank

Economic Comission for Latin America and the Caribbean

Naamloze Vennootschap Electriciteitmaatschappij “Aruba”, the electricity
provider of Aruba

Stichting Fondo Desaroyo Aruba, the development fund foundation of Aruba
Gross Domestic Product

International Investment Position

International Monetary Fund

Nederlandse Investeringsbank voor Ontwikkelingslanden, the Netherlands
Investment Bank for Developing Countries

National Commission on Public Finance

Securities Held as Foreign Exchange Reserves

Servicio di Telecomunicacion di Aruba (Setar) N.V., a telecommunications
company

Sociale Verzekeringsbank, the social security bank of Aruba

Tax Collector’s Office

Water- en Energiebedrijf Aruba N.V., the water and power company of Aruba
World Economic Outlook



1. DEVELOPMENTS IN THE THIRD QUARTER OF 2010

1.1 Introduction

The global recovery from the economic
crisis is taking more time than expected
earlier. The projected global economic
growth for 2010, estimated at 4.6 percent,
will continue to be determined mainly by
emerging economies, most notably China,
India, and Brazil with growth rates of 7.5
to 10.5 percent. For the coming two years,
a slightly weaker global economic growth
is expected because the growth rates in
these emerging countries cannot be fully
sustained while most of the industrialized
countries will have a fall-back in their
growth rates.

In the third quarter of 2010, growth in
the developed countries was weak. The
United States realized a real GDP growth
rate of 2.5 percent,' which means it will
probably reach its pre-crisis GDP-level
somewhere in 2011. Nevertheless, several
severe economic problems need to be
tackled in the coming years, including the
persistent high unemployment rate
(currently at 9.6 percent) and the
widening of the fiscal deficit due to the
stimulus programs. The Federal Reserve
will probably continue its monetary policy
of quantitative easing by holding its rate
to a mere 0.25 percent.

The European countries had a difficult
2009 and generally achieved low growth
figures in the third quarter of 2010 with
Germany as the positive exception. Overall

' All quarterly growth figures are annualized second
to third quarter growth rates.

growth in the euro area was 1.5 percent. In
addition, the monetary union is currently
battling sovereign debt problems in some
of its member states. As a consequence,
confidence in the euro has diminished in
recent months, while the economic
prospects for the euro area are not
expected to improve much in the coming
years.

On the Asian front, Japan reported a
4.5 percent growth rate in the third
quarter of this year. Overall growth rate in
2010 is expected to be 3.3 percent. Other
Asian countries (next to China and India)
have performed better in 2010 with
individual country growth figures of at
least 6 percent.

Brazil is not the only Latin American
country producing solid growth rates in
2010 as Mexico, Peru, Chile and Argentina
also turned in good numbers while many
other countries stayed not far behind. On
the other hand, Venezuela is expected to
remain in the negative. Current
expectations target an economic growth
of 6.0 percent in Latin America in 2010.
Based on this prediction, the Economic
Commission for Latin America and the
Caribbean (ECLAC) concluded that poverty
in the region will fall to the pre-crisis
levels.” Nevertheless, 180 million people
(or 32.1 percent of the total population) on
the continent are still living in poverty, 72

million of them in extreme poverty.

*> ECLAC, Social Panorama of Latin America 2010
(www.eclac.org).



The Caribbean, with its heavy
dependence on income from tourism, is
facing difficult times. Various natural
disasters have had a major impact on the
region this year, Haiti being among the
hardest hit. Despite price cuts, tourists
have not been very eager to travel to this
part of the world. Additionally, the United
Nations has identified a pattern of
declining workers’ remittances to many
Caribbean countries.? All in all, it seems
that the growth in this region in 2010
probably will not exceed 2.2 percent, with
the Dominican Republic being the engine
of growth for this region.

In the third quarter of 2010 Aruba again
experienced a decline in economic
activities. For the year as a whole, an
economic contraction of 3.7 percent is
currently projected. This projection has
largely to do with the delayed restart of
the Valero refinery. Additionally, the Ritz
Carlton project has not moved at the
speed anticipated. The forecast for 2011
hinges strongly on the restart of the
refinery. If the refinery is completely
operational at the beginning of the year,
as recently announced by Valero, and the
Ritz Carlton project gains full momentum
in 2011, then the economy will rebound
with a real GDP-growth rate currently
estimated at 9.0 percent. A major
downside risk to this forecast is that the
U.S. economic performance would remain

weak.

3 United Nations, World Economic Situation and
Prospects 2011 - Global Outlook, p.22.
(www.un.org)

Indicators on the performance of the
tourism sector in Aruba showed mixed
results in the third quarter of 2010. The
number of stay-over tourists visiting the
island increased slightly by 0.7 percent
compared to the corresponding quarter of
2009. However, preliminary data from the
balance of payments of Aruba indicated a
fall in tourism receipts of 0.6 percent.
Nevertheless, tourism receipts for the first
nine months of 2010 increased. The total
number of nights tourist stayed on Aruba
increased by 3.3 percent in the third
quarter of 2010. On average, tourists
stayed 7.9 nights.

This time of the year is traditionally the
slowest period for the cruise sector. Cruise
tourism fell sharply, with 17,119 cruise
visitors disembarking  for  shore,
representing a 52.0 percent drop in the
number of passengers when compared to
the same quarter in 2009.

Construction data revealed further
stagnation in building activities in the third
quarter of 2010. lllustrative hereof is that
total import of cement declined by 44.8
percent to 5,372 metric ton and reached
its lowest level of the last nine years. A
positive sign for possible recovery in this
sector is that both the number and the
value of construction permits granted
during the third quarter of 2010 showed
an increase. The utilities index was down
by 0.5 percent to 148.5 in the period under
review, attributed mainly to a drop in the
consumption of water.

The average price level, recorded
during the third quarter of 2010, was 0.2



percent lower than that in the same
period a year earlier. Price decreases
noted in nearly every category were
mitigated by higher electricity, gas and
water tariffs as well as increased gasoline
prices. The 12-month average inflation rate
at September 2010 amounted to 2.6
percent.

The money supply expanded by Afl. 2.8
million to Afl. 3,241.7 million in the third
quarter of 2010, the result of an Afl. 126.9
million increase in net domestic assets,
largely offset by a net outflow of funds to
abroad of Afl. 124.1 million. The
aggregated balance sheet total of the
commercial banks stood at Afl. 4,510.8
million at the end of the third quarter of
2010, i.e., Afl. 56.1 million lower than the
previous quarter. The increasing trend in
the ratio of nonperforming loans to total
loans granted by the commercial banks,
indicative of a still fragile domestic
economy, persisted but at a slower pace.
The ratio of nonperforming loans to gross
loans went up by 0.4 percentage point,
from 9.8 percent during the previous
quarter to 10.2 percent in the quarter
under review. Total loans to the private
sector increased with 0.5 percent
compared to the previous quarter. The
commercial banking system continued to
exhibit high levels of liquidity in the third
quarter of 2010, while the solvency ratios
remained at a comfortable level.

The government’s financial deficit on a
cash basis came to Afl. 92.0 million in the
third quarter of 2010, up by Afl. 35.4
million compared to the third quarter of

2009. Overall, tax revenues fell by Afl. 24.2
million to Afl. 203.5 million, while nontax
revenue fell by Afl. 8.7 million to Afl. 21.0
million. Total expenditures (on a cash-
adjusted basis) rose by Afl. 12.3 million to
Afl. 319.6 million in the third quarter of
2010 when compared to the
corresponding period of 2009. Including
the change in the unmet financing
requirements, the financial deficit
widened to Afl.95.1 million, up from
Afl. 49.8 million in the third quarter of
20009.

Despite the Afl. 211.6 million receipt
from the tax settlement with Valero, the
government’s deficit is expected to reach
approximately Afl. 224.6 million or 5.1
percent of GDP in 2010. During the recent
IMF Article IV consultation, IMF staff
projected this deficit to expand further,
i.e., to almost 7 percent of GDP for 2011
and, in the absence of further
consolidation measures, an underlying
medium-term shortfall of 6 to 6.5 percent
of GDP. The
acknowledged that such a situation is

government  has

unsustainable and is working towards a
solution via, inter alia, a social dialogue
agreement, purchasing power
improvement, and economic growth
promoting measures. Until the fruits from
these policy measures are borne, public
finances remain a matter of concern.

At the end of September 2010, the
government’s  debt amounted to
Afl. 2,276.6 million, i.e., Afl. 56.5 million or
2.4 percent lower than the level recorded

at the end of June 2010.



The balance of payments posted an
overall deficit of Afl.124.1 million in the
third quarter of 2010 (2009: Afl. 3.9 million
deficit), resulting in a net outflow of funds
to abroad of the equivalent amount. Total
net foreign assets (including revaluation
differences of gold and official foreign
exchange holdings) dropped by Afl. 108.1
million to Afl. 1,585.2 million at the end of
September 2010, equivalent to 6.6 months

of current account payments (12-month
average). The CBA will continue to closely
monitor the negative trend in the net
foreign assets, and stands ready to take
measures to address this development if
continued.

A selection of the main economic
indicators for Aruba is presented in
Table A.



Table A: Main economic indicators

Partial Economic Activity Index
BBO receipts (in real terms)

Utilities consumption index

Tourism receipts
Stay-over visitors
Cruise visitors

Merchandise trade balance

Inflation rate (12-month average)

Idem, excluding energy-related components

Broad money (end-of-period)

Total banking credit to the private sector
(end-of-period)

Housing mortgages (end-of-period)

Government revenue

Government expenditures

Fiscal deficit (-)

Fiscal deficit (incl. change in payment arrears) (-)

Outstanding government debt (end-of-period)

Current account (net)
Capital and financial account (net)

Inward direct investment (net flows) 2)

Merchandise import coverage 3)

Current account payments coverage 3)

2008 2009 2008 2009

2010

-1.8 -3.6 -4.8 -3.8 n.a.
5.1 -7.0 -2.9 -0.4 -9.0
-2.0 0.7 -1.6 1.4 3.9
1.0 -9.9 9.7 -8.2 4.9
71 1.7 2.1 1.6 1.2
15.4 9.1 -14.2 23.1 5.5
-0.9 6.4 -8.6 -0.1 4.2
9.0 2.1 10.0 -1.5 1.7
4.7 2.3 4.4 3.2 0.7
16.5 5.8 1.6 9.9 5.6
4.0 -0.9 2.8 -0.1 -0.2
4.2 2.9 4.8 2.6 2.7
32.0 -18.8 12.6 -14.7 83.0
19.0 -4.8 1.6 5.8 38.7

(In percentage of government expenditures)1)

3.9 -12.8 -6.6 -18.0 9.4

14.0 -12.7 -0.7 -15.9 21.5
(In percentage of GDP)

43-9 46.5 48.4 5141 5341

(In Afl. million; minus [-] sign denotes an outflow)

-287.3 237.8 226.2 37.7 -78.9

853.2 -9.2 -136.1 -29.3 113.4

361.1 131.3 57.9 69.2 51.7
(In months)

7.2 1.2 6.5 10.5 1.8

3.8 5.9 3.4 5.5 6.2

(Percentage change compared to same period previous year)

n.a.
-3.9
-0.5

-0.6

0.7
-52.0
21.0

2.6
0.0

3.7

1.0

3.4

-12.7
8.6

-29.1
-30.0

51.8

-414.6
298.1
237.6

12.5
6.6

Sources: CBA; CBS; CTA; ATA; DF.

1) Including net lending.

2) Total inflow minus total outflow of direct investment in Aruba by nonresidents, as recorded on a cash basis in the

balance of payments.
3) Excluding the oil sector (12-month average)



1.2 Real sector

Tourism

Indicators on the performance of the
tourism sector in Aruba showed mixed
results in the third quarter of 2010
(Table B). The number of stay-over
tourists visiting the island increased
slightly by 0.7 percent compared to the
corresponding quarter of 2009 (Chart 1).

Chart 1: Tourism arrivals
(in thousands)
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However, preliminary data from the
balance of payments of Aruba indicated
that tourism receipts fell by 0.6 percent
(Chart 2). Nevertheless, tourism receipts

for the first nine months of 2010 increased.

The small growth in stay-over tourists
was the result of increased visitors from
primarily Brazil, Ecuador, and the United
Kingdom, attributable in part to expanded
airlift, particularly charter flights. Together
these countries accounted for an
additional 4,575 visitors during the third
quarter of 2010, nearly offsetting the
decrease in stay-over tourists from
Aruba’s two main markets, namely, the
United States and Venezuela, which

combined fell by 4,886 visitors (or 3.1

percent). Most importantly, the growth of
these new markets has helped to diversify
Aruba’s tourism and absorb losses from its
traditional markets. Scattered increases
from other countries insured the small

growth in the quarter under review.

Chart 2: Tourism receipts
(in Afl. million)
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The total number of nights tourist stayed
on Aruba amounted to 1,634,353, an
increase of 3.3 percent compared to the
third quarter of 2009. On average, the
tourist stayed 7.9 nights. Data on hotel
occupancy rates were not available when
this publication went to press.

The third quarter of the year is
traditionally the slowest period for the
cruise sector. Cruise tourism fell sharply
when compared to the same quarter in
2009, with 17,119  cruise visitors
disembarking for shore, representing a
52.0 percent drop in the number of
passengers. Cruise ship calls fell to 7 in the
quarter under review compared to 26 in
2009. This decline in cruise ship calls can
largely be explained by the void caused by
the cancellation of Pullman tours’ “Ocean
Dream”, which discontinued its weekly

calls during the offseason.



Table B: Indicators of tourism activity

1.

a. Tourism receipts (Afl. min) 1)

b. Tourism expenditures (Afl. min) 2)

. Stay-over visitors (x 1,000)

. Market shares (in percentage)

a. United States
b. Venezuela

The Netherlands
. Canada

Colombia

S0

Other countries

. Visitor nights (x 1,000)

5. Average nights spent

6. a. Receipts per visitor night (Afl.)

10.
1.
12.

13.

b. Average daily expenditure (Afl.) 3)

. Average resort occupancy rate 4)

a. Hotel

b. Timeshare

. Average daily rate of resorts (Afl.) 4) 5)

a. Hotel

b. Timeshare

. Revenue per available room (Afl.) 4) 5)

a. Hotel

b. Timeshare

Room tax receipts (x Afl. mIn) 6)
Cruise visitors (x 1,000)

Number of cruise ship calls

Contribution to current account 7)

2008 2009 2008 2009 2010
1l 1l 1 1l
2,401.2  2,164.2 545.4 500.6 509.8 497.4
1,536.0 1,443.5 405.1 362.2 n.a. n.a.
826.8 812.6 202.3 205.6 193.8 20741
65.3 65.0 61.0 61.0 71.1 58.9
13.6 12.9 16.5 16.0 72 15.2
5.0 5.1 5.5 5.6 4.7 5.2
3.9 4.2 2.5 2.9 3.8 3.1
1.6 1.9 1.6 1.8 1.8 2.0
10.6 10.9 12.9 12.7 1.4 15.7
6,264.7 6,172.9 1,561.8 1,582.7 1,429.4 1,634.4
7.6 7.6 7.7 7.7 7-4 79
383 351 349 316 357 304
173 184 163 186 n.a. n.a.
76.6 74.7 747 73:5 72.4 n.a.
73.2 72.0 71.6 73.4 69.9 n.a.
80.3 773 78.1 73.6 75.2 n.a.
327 313 270 258 288 n.a.
336 321 276 263 288 n.a.
262 263 235 224 282 n.a.
145 133 120 112 121 n.a.
246 231 198 194 201 n.a.
31 30 34 28 29 n.a.
36.0 33.9 7.9 7.6 8.7 10.4
556.1 606.8 29.0 35.7 94.7 17.1
299 327 10 26 53 7
73.7 70.0 72.8 69.2 71.6 71.6

Source: CBA; CBS; ATA; CTA; TCO.

1) Gross receipts from stay-over and cruise tourism, as well as other tourism-related income, as recorded on a
cash basis in the balance of payments.
2) Travel-related expenditures by stay-over visitors before (e.g., prepaid packages), during, and immediately

after a trip, as estimated by the CBS via a special survey.

3) Expenditure in Aruba only (thus excluding, e.g., payments for prepaid packages), as calculated by the CBS.
4) Contains both hotels and timeshares. Due to the business structure of timeshare properties in Aruba, the
theoretical link between the average hotel occupancy rate, the average daily rate of hotels, and the revenue
per available room is not valid for timeshares and, thus, cannot be calculated from the aggregated figures
presented in the table.

5) Comprising both hotels and timeshare units.

6) Excluding tax receipts related to previous periods.
7) Tourism receipts as a percentage of current account receipts of the non-oil sector.



Construction
Available data show a growth in both the
number and the value of construction-
approved permits during the third quarter
of 2010. The number of permits granted
went up by 18.7 percent, while the value
of these permits grew by 87 percent. The
latter was largely the result of increases in
the value of housing and office building
permits. The average value of the houses
for which new permits were given was
Afl. 324,000, while that of a new office
building was estimated at Afl. 2.8 million.
The import of cement declined by 44.8
percent to 5,372 metric ton, the lowest

level recorded in the last nine years.

Utilities

In the third quarter of 2010, the utilities
index decreased by 0.5 percent to 148.5
(Chart 3), attributed mainly to a lower
consumption of water compared to the
third quarter of 2009. The volume of
water consumed declined by 5.7 percent,
the result not only of higher water tariffs
(3.7 percent increase compared to 2009),*

but also higher than normal precipitation.

Chart 3: Utilities index
(1996 = 100)
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* Based on average price calculated by the CBS.

Merchandise trade

Trade statistics data reveal that the trade
deficit narrowed significantly (Afl. 100.0
million decrease or -21.0 percent) during
the third quarter of 2010, compared to the
same quarter of 2009. The contraction
was predominantly due to lower imports
of machinery and electrotechnical equip-
ment, which fell by Afl. 104.1 million or
63.9 percent. The decrease is explained by
exceptionally high imports of machinery
and electrotechnical equipment during the
third quarter of 2009, due to the arrival of
the apparatus imported for the “Vader
Piet” wind farm project. Other import
categories changed only marginally, while
exports fell by Afl. 2.1 million in the quarter

under review.

Price developments

The average price level recorded during
the third quarter of 2010 was 0.2 percent
lower than the level recorded in the same
period a year earlier (Table C and Chart 4).

Chart 4: Quarterly inflation
(percentage change)
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Table C: Consumer price index
(Percentage change)

Total index

o L

o n

> Q & M

. Food & non-alcoholic beverages

. Alcoholic beverages & tobacco

Clothing & footwear

. Housing

. Household operation

Health

. Transport

. Communications

Recreation & culture

Education

. Restaurants & hotels

Miscellaneous goods & services

Total index (excl. energy-related
components)

Aruba

Aruba (excl. energy-related components)

Aruba (excl. food & energy-related
components)

United States

Curagao
The Netherlands

Real exchange rate index (1995=100) 1)

Weight 2008 2009 2008 2009 2010
coefficient 1 m I n
(Period average)
10,000 9.0 2.1 12.2 3.7 3.8 -0.2
1,125 1.2 4.6 12.7 2.0 2.8 2.4
83 3.5 4.6 2.4 5.3 1.7 1.0
626 7.1 0.2 9.9 1.3 5.5 -6.9
2,553 13.8 -8.2 19.8 -10.3 15.1 4.2
741 3.7 2.6 5.4 2.1 -0.9 2.4
236 13.1 2.0 17.1 0.2 1.0 -0.9
1,815 1.3 6.5 16.9 -9.1 4.4 1.5
706 -0.3 -0.9 -0.5 1.1 0.6 1.1
891 4.4 2.4 4.7 2.2 -0.3 1.5
83 8.0 4.4 10.7 7.5 0.8 1.2
374 2.3 73 2.8 741 -0.5 -0.7
767 3.5 2.8 3.1 2.7 -0.9 1.0
8,262 4.7 2.3 5.3 1.7 -0.6 1.0
(12-month average)

10,000 9.0 -2.1 10.0 -1.5 1.7 2.6
8,262 4.7 2.3 4.4 3.2 0.7 0.0
7,136 3.3 1.8 3.2 2.2 0.9 0.3

3.8 -0.4 4.4 -0.3 1.0 1.7
6.9 1.8 5.8 3.6 2.0 2.4
2.5 1.2 2.4 1.5 0.8 1.1
113.4 1M11.3 12,6 1.3 12.7 1123

Source: CBA; CBS; CBSna; BLS; CBSne.

1) Relative to the United States. Based on CPI 12-month averages.



Price decreases were noted in nearly every
the

non-alcoholic

category, and particularly in
“food &

beverages” and “clothing & footwear,”

components

which fell by 2.4 percent and 6.9 percent,

respectively. These decreases were
mitigated by rising prices in the “housing”
category which rose by 4.2 percent during
the

attributable to higher electricity, gas and

period under review, mainly
water tariffs as well as increased gasoline
prices. Excluding the energy components
from the consumer price index, a deflation
rate of 1.0 percent is obtained (Chart 5).
The third quarter of 2010 was the second
consecutive quarter that registered a
(when

quarterly  deflation excluding

energy components).

Chart 5: Quarterly inflation excluding energy
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In the quarter under review, the 12-month
average inflation rate amounted to 2.6
percent. Compared to the corresponding
quarter of 2009, the real exchange rate
vis-a-vis the United States went up by 1.0
point to 112.3 in the third quarter of 2010
which means a decline in our competitive
position (Chart 6).

10

Chart 6: Real exchange rate vis-a-vis the United
States
(1995=100)
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1.3  Monetary and financial develop-

ments

Money supply

In the third quarter of 2010, the money
supply expanded by Afl. 2.8 million
(Table D). The increase was attributed to
in net

an Afl.126.9 million increase

domestic assets, which was almost
entirely offset by a net outflow of funds to
abroad of Afl. 124.1 million. The rise in net
domestic assets was caused by an
Afl. 125.1 million drop in net liabilities of
the banking sector to the public sector,
reflecting a drawing down of government
deposits held at the domestic commercial
banks in the amount of Afl. 169.2 million.
In addition, claims on the private sector
went up by Afl. 20.4 million, due to
increases in housing mortgages and loans
to enterprises of, respectively, Afl. 16.6

million and Afl. 5.5 million (Chart 7).



Table D: Causes of changes in the money supply
(In Afl. million)

2008 2009 2008 2009 2010
1 1 1 1
1. Net domestic money creation -128.4 -33.0 10.1 64.7 -35.7 126.9
a. Net domestic credit -47.4 16.6 -2.9 95.6 -49.7 145.5
- Public sector -146.1 39.7 -28.8 106.0 -58.4 125.1
- Private sector 98.6 -23.2 26.0 -10.3 8.7 20.4
b. Other domestic factors -81.0 -49.6 12.9 -30.9 14.0 -18.6
2. Inflow of foreign funds 1) 552.3  206.2 101.9 3.9 31.8 -124.1
a. Oil sector 141.8 70.8 17.3 14.4 3.2 1.9
b. Non-oil sector 2) 410.5 135.5 84.5 -18.4 28.6 -126.1
3. Broad money creation 423.9 173.2 11.9 60.8 -3.9 2.8
a. Money 249.6 144.6 79.7 59.3 1.1 -104.4
b. Quasi-money 174.3 28.6 32.2 1.5 7.2 107.2
Broad money 12-month percentage change 16.5 5.8 11.6 9.9 5.6 3.7

Source: CBA.

1) Revaluation differences of gold and official foreign exchange holdings are excluded to approximate the net

import of foreign funds by the nonmonetary sectors.

2) Including items not yet classified (which also cover errors and omissions).

Chart 7: Claims on the private sector
(in Afl. million)
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Consumer credit fell by Afl. 8.5 million, and
non-credit-related balance sheet items
declined by Afl. 18.6 million in the third
quarter of 2010. The fall in the net foreign
assets is partly a consequence of the
debt

securities and government bonds as well

repayment of intercompany

as purchases of domestic debt securities

from nonresidents.

1

A notable shift was observed from
narrowly defined money to quasi-money.
Narrowly defined money decreased by
Afl. 104.4 million (-6.4 percent) related to
an Afl. 52.9 million decrease in demand
deposits in Aruban florin accompanied by
an Afl. 50.9 million decrease in foreign
currency-denominated demand deposits.
In contrast, quasi-money rose by Afl. 107.2
million (+6.7 percent), caused mainly by an
increase in short-term time deposits in
local currency held by nonmonetary

financial institutions at the Ilocal

commercial banks.



Balance sheet of commercial banks

The aggregated balance sheet total of the
commercial banks stood at Afl. 4,510.8
million at the end of the third quarter of
2010, i.e., Afl. 56.1 million lower than the
previous quarter. Assets dropped
predominantly as result of an Afl. 80.9
million decrease in foreign assets, due
mostly to an Afl. 79.3 million drop in claims
on foreign banks. On the liability side, a
noticeable decrease in demand deposits
of other financial institutions is visible
(-Afl. 88.6 million), while time deposits of
the same institutions grew by Afl. 134.1
million.

The increasing trend in the ratio of
nonperforming loans °> to total loans
granted by the commercial banks,
indicative of a still fragile domestic
economy, persisted but at a slower pace
compared to the previous quarter. The
ratio of nonperforming loans to gross
loans went up by 0.4 percentage point,
from 9.8 percent to 10.2 percent in the
third quarter of 2010 (Chart 8). Anecdotal
evidence suggests that as a counter

measure, credit granting institutions are

> Loans with a past-due status greater than 9o days
on the payment of interest or principal are
considered nonperforming.

raising their debt collection efforts, as well
as negotiating restructuring plans to
alleviate the debt repayment burden of

consumers.

Chart 8: Nonperforming loans
(as a percentage of total loans)
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Balance sheet of nonmonetary financial
institutions

The aggregated assets of the non-
monetary financial institutions rose by
Afl.52.2  million or 1.9 percent to
Afl. 2,754.0 million® in the third quarter of
2010 (Table E). This rise was caused by an
increase in net foreign assets of Afl. 61.9
million (+9.0 percent), which was slightly
offset by an Afl. 9.7 million (-0.5 percent)

decrease in domestic assets.

® As of the third quarter of 2009, non-life insurance
companies also are accounted for in the balance
sheet of nonmonetary financial institutions.



Table E: Nonmonetary financial institutions 1)

(End of Period, in Afl. million)

2008 2009 2010

1l 1l v | 1l 1l

1. Net foreign assets 694.5 668.6 694.1 732.9 690.6 752.5
2. Domestic assets 1,757.2 1,925.3 2,025.8 2,050.4 2,011.2 2,001.4
a. Government 744.3 793.8 836.6 857.9 849.0 846.2

b. Private sector 1,012.8 1,131.4 1,189.2 1,192.5 1,162.2 1,155.3

3. Total assets = total liabilities 2,451.7 2,593.9 2,719.9 2,783.3 2,701.8 2,754.0
4. Borrowings and deposits 37.0 39.0 39.0 39.0 39.0 39.0
a. Government 36.6 38.6 38.6 38.6 38.6 38.6

b. Other resident 0.4 0.4 0.4 0.4 0.4 0.3

5. Pension fund provisions 1,908.4 2,365.9 2,452.7 2,488.5 2,525.8 2,556.9
6. Insurance reserve fund 483.2 605.5 603.8 623.0 635.0 646.0
7. Other items, net 23.0 -416.5 -375.6 -367.2 -498.1 -487.9

Source: CBA.

1) Comprise a mortgage bank, pension funds (including the APFA), life insurance companies, a consumer finance
company, the AIB Bank N.V., the SVB, and the IBA Corporation N.V.

Net domestic assets contracted mainly
because of drops in claims on nonfinancial
public enterprises, business enterprises
and the government, which was partially
offset by increases in housing mortgages
and consumer credit. On the liability side,
the rise in the balance sheet total of the
nonmonetary financial institutions is

reflected in pension fund provisions and

Table F: Coverage ratios
(End of period, in percentage)

the insurance reserve fund, which rose by,
respectively, Afl. 31.1 million (+1.2 percent)
and Afl. 11.0 million (+1.7 percent). Overall,
the aggregate coverage ratio of company
pension funds and insurance companies
under the supervision of the CBA

remained well above the minimum

requirement of 100 percent (Table F).

2008 2009 2010
1l 1l v | 1 1l
Life insurance companies 113 19 121 122 121 120
General insurance companies 334 293 276 282 321 327
Company pension funds 105 106 107 109 107 109

(excl. Lago Annuity Foundation)

Source: CBA.



Mortgage market

Housing mortgage lending grew by
Afl. 19.8 million to Afl. 1,399.0 million at
end-September 2010 compared to end-

June 2010 (Table G), due largely to arise in

offset somewhat by a drop in the housing
mortgages by the mortgage banks. During
the third quarter of 2010, the commercial
banks granted 247 new housing mortgage
loans for a total amount Afl. 45.6 million, a

mortgage lending by the commercial 3.6 percent increase compared to the
banks (+Afl. 16.3 million). This growth was third quarter of 2009.
Table G: Housing mortgages
(End of period, in Afl. million)
2008 2009 2010

1] 1l v | ] 1l
1. Total 1,318.2 1,352.6 1,368.6 1,371.0 1,379.2 1,399.0
2. Commercial banks 794.2 808.0 819.2 820.0 827.4 843.7
3. Mortgage banks 242.7 235.1 231.7 228.9 226.9 224.9
4. Pension funds 177.4 200.8 207.6 212.1 214.7 217.5
5. Life insurance companies 84.6 89.7 91.2 91.0 91.3 93.6
6. Other 19.4 19.1 18.9 19.0 18.9 19.3

Source: CBA.

Interest rates

In the third quarter of 2010, the interest
rate margin of the commercial banks
(calculated as the differential between the
weighted average rate of interest on new
loans and the weighted average rate of
interest on new deposits) rose to 7.8
percent, up from 7.3 percent in the
previous quarter. This development was
the result of a relatively steeper decline in
the weighted average rate of interest
offered on deposits from 3.3 percent to
2.2 percent, compared to the drop in the
interest paid on new loans (from 10.6
percent to 10.0 percent), the latter due to
lower interest rate charged on new
commercial loans as well as a higher share

of housing mortgages (Chart 9).
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Chart 9: Interest rate margin
(percentage)
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Prudential ratios

The commercial banking system continued
to exhibit high levels of liquidity in the
third quarter of 2010. The liquidity ratio
was 29.5 percent, down from 31.1 percent
at the end of the second quarter of 2010,

but remains far above the minimum



requirement of 15 percent.” The solvency
ratios remained at a comfortable level.
The banks’ risk-weighted capital asset
the
amounted to 18.6 percent, up from 18.1

ratio in quarter under review
percent in the previous quarter, well over
the required minimum of 14.0 percent. The
loans to deposits ratio picked up slightly
to 65.1 percent, still significantly below the

prudential maximum of 80 percent.

1.4 Government finance

Financial operations

The government’s financial deficit on a
cash basis reached Afl. 92.0 million in the
third quarter of 2010, compared to an
Afl. 56.6 million deficit recorded in the
third quarter of 2009 (Table H). Overall, in
the third quarter of 2010, tax revenues fell
by Afl. 24.2 million or 10.6 percent to
Afl. 203.5 million, compared to the third
quarter of 2009. Tax revenue from nearly
all sources was lower with the exception
of property taxes and taxes on services.
The reduction of the turnover tax (BBO)
from 3 percent to 1.5 percent is the largest
cause of the fall in tax revenues. In the
BBO
amounted to Afl. 18.7 million, a reduction
of Afl.
compared to 2009. This explains 90.9

third quarter of 2010, receipts

22.0 million in BBO revenue

7 The method of calculation of the liquidity ratio was
changed with the introduction of the minimum
reserve requirement per July 2009 as the monetary
cash reserves are excluded. Consequently, the
current calculated ratios are no longer fully
comparable.

15

percent of the fall in tax revenue. Nontax
revenue declined by Afl. 8.7 million.

Total expenditures (on a cash basis)
rose by Afl. 24.6 million to Afl. 310.4 million,
mostly due to increases in the accounts
“goods and services” and ‘“transfers to
Health Insurance” (AZV)
(+Afl. 1.1 million and +Afl. 23.4 million,

the General

respectively). On a cash adjusted basis
(including net lending and the change in
the unmet financing requirements), total
expenditure amounted to Afl. 319.6 million,
an increase of Afl. 12.3 million or 4.0
percent, when compared to the
corresponding period of 2009.

In the quarter under review, total
financing needs of the government
reached Afl. 158.5 million, consisting of the
Afl. 92.0 million financial deficit on a cash
basis, Afl. 18.5 million in repayment of
maturing long-term debt, and Afl. 48
million in repayment of treasury bills and
cash loan certificates. The financing need
of the government were met by the
drawing down of government deposits.
in the unmet

the

deficit widened to Afl. 95.1 million in the

Including the change

financing requirements, financial
third quarter of 2010, up from Afl. 49.8
million in the corresponding period of

20009.



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

2008 2009 2008 2009 2010

1] 1 1l 1l

1. Revenue 1,365.1 1,108.9 301.7 257.4 493.8 224.6

a. Tax revenue 977.0 928.9 255.8 227.7 455.6 203.5

b. Nontax revenue 2) 388.1 180.0 45.9 29.7 38.2 21.0

2. Expenditures 1,290.5  1,229.1 303.5 285.8 435.6 310.4

3. Lending minus repayments 3) 23.1 42.9 19.3 28.2 15.8 6.1

4. Financial deficit (-) 51.4 -163.1 -21.2 -56.6 42.4 -92.0

5. Net foreign capital 72.6 19.2 57.3 -27.6 26.5 -26.6

6. Net domestic capital 4) 22.1 104.2 -7.3 -21.9 -10.5 -6.5

7. Net recourse to the monetary system (-) 146.1 -39.7 28.8 -106.0 58.4 -125.1
8. Memorandum item

a. Unmet financing requirements 5) 64.4 62.8 138.8 73.9 48.7 51.8

b. Expenditures on a cash-adjusted basis 6) 1,181.6  1,270.6 303.8 307.3 397.0 319.6

c. Financial deficit (-) 7) 183.4  -161.6 -2.1 -49.8 97.0 -95.1

Source: DF; TCO; APFA; CBA.

1) Preliminary figures and estimates on a cash basis, including imputed noncash transactions.

2) Including grants and debt forgiveness.

3) Including payments due to loans made and equities purchased from official entities minus receipts from
repayments and equities sold to these entities. A (-) sign indicates that extended loans were less than the

repayments received.

4) Net capital attracted from nonmonetary sectors. Commercial bank loans to the government are included in

item 7.

5) At the end of the period. The unmet financing requirements comprise all unsettled payment obligations to
other sectors, irrespective of the timeframe in which they mature, as registered by the DF.
6) Expenditures on a cash-adjusted basis, including net lending and the allocation of changes in unmet financing

requirements.

7) Including the change in unmet financing requirements.

Despite the Afl. 211.6 million receipt from
the tax settlement with Valero, the
government’s deficit is expected to reach
Afl. 224.6 million or 5.1 percent of GDP in
2010 (without the Valero settlement, it
would have reached approximately 10
percent of GDP). During the recent IMF
Article IV Consultation, IMF staff projected
this deficit to expand further, i.e., to
almost 7 percent of GDP for 2011 and, in
the absence of further consolidation

measures, including revenue increasing
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measures, an underlying medium-term
shortfall of 6 to 6.5 percent of GDP. To
quote the IMF: “Without corrective action
this would cause public debt to increase to
about 65 percent of GDP by 2015,
triggering a rapid increase in the
government’s interest burden.”®

Recent rating reports by Fitch and

Standard & Poor’s are in line with these

8 IMF - Kingdom of the Netherlands - Aruba: 2010
Article IV Consultation Discussions - Staff Report
(Country Report 10/334), p. 9 (www.imf.org).



inferences. Aruba’s outlook has been
revised by Standard & Poor’s from “stable”
to “negative”, as they consider it unlikely
that the government is able to generate
sufficient tax revenues to close its deficit
in the next three years. Fitch reached a
similar conclusion in its report, adding that
the large public sector and high budget
rigidity make it difficult to cut spending.

the

growth

Recent measures taken by
both
stimulating and countercyclical policies,
such as the reduction of the BBO tariff

from 3.0 percent to 1.5 percent; the

government  include

increase in social transfers to counteract
the impact of the ongoing recession, the
initiation of a series of social dialogues
with
organizations of employers to address

labor unions and representative

Aruba’s most pressing socio-economic

challenges, and an ambitious
infrastructural renovation and expansion
program. However, many of these
measures still need to be fully

implemented, and until the fruits of these
policy measures are borne, the public

finances will remain a matter of concern.

Outstanding debt

At the end of September 2010, the
debt
Afl. 2,276.6 million, i.e., Afl. 56.5 million or

government’s amounted  to
2.4 percent lower than the level recorded
at the end of June 2010. Domestic debt
decreased by Afl. 45.3 million, due to the
repayment of the outstanding treasury
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bills and cash loan certificates (for a total
of Afl. 48 million). In addition, foreign debt
fell by Afl. 11.6 million (Table I). The fall in
foreign debt was no thanks to an Afl. 12.1
the
outstanding euro denominated

million increase in value of
loans,
resulting from exchange rate differences.
Compared to the level recorded at the
end of the same period last year, total
government debt went up by Afl. 141.2
million or 6.6 percent in the third quarter
of 2010. This increase was caused by a net
rise in domestic debt of Afl. 153.6 million,
while foreign debt, in contrast, declined by
Afl. 12.3 million (Chart 10). Compared to
the previous year foreign debt was
positively impacted by a relatively lower
euro, contributing to an Afl. 8.7 million fall
in the level of foreign debt. In percentage
of GDP, total debt reached 51.8 percent at
the end of September 2010, 1.3 percentage
points lower than the level recorded at
the end of the second quarter of 2010 but
still the 4o
recommended by the

Commission on Public Finance.

far above percent

National

Chart 10: Outstanding government debt
(in Afl. million)
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Table I: Outstanding government debt

2008 2009 2010
1 1 v | Il 1
(End of period, in Afl. million)
1. Total debt 2,193.5 2,135.4 2,222.9 2,247.1  2,333.1  2,276.6
2. Domestic debt 1,079.6 1,051.0 1,136.6 1,168.9 1,249.9 1,204.6
a. Negotiable 554.4 580.7 672.2 673.2 793.8 750.8
- Treasury bills 40.0 40.0 40.0 40.0 40.0 0.0
- Cash certificates 8.0 8.0 8.0 8.0 8.0 0.0
- Government bonds 506.4 532.7 624.2 625.2 745.8 750.8
b. Nonnegotiable 525.1 470.3  464.4 495.7 456.1 453.8
- short-term 1) 98.9 46.2 40.8 72.6 31.5 26.1
- long-term 426.2 4241 423.6 423.1 424.6 427.6
3. Foreign debt 2) 1,113.9 1,084.3 1,086.3 1,078.3 1,083.6 1,072.0
4. Memorandum items: (Percentages)
Domestic debt in percent of total debt 49.2 49.2 51.1 52.0 53.6 52.9
Foreign debt in percent of total debt 50.8 50.8 48.9 48.0 46.4 471
Total debt in percent of GDP 44.6 47.7 49.6 51.1 53.1 51.8
Source: DF; APFA.
1) Including suppliers’ credit and short-term debt to the APFA.
2) Atend-of-period exchange rates.
1.5 Balance of payments Chart 11: Balance of payments
(in Afl. million)
300
250
Overall outcome pd

The balance of payments posted an
Afl. 124.1 million deficit in the third quarter
of 2010 (2009: Afl.3.9 million deficit),
resulting in a net outflow of funds to
abroad of the equivalent amount (Chart 11

and Table J). On balance, foreign
transactions of residents caused an
Afl. 47.8 million decrease in the net

foreign assets of the commercial banks,

while  official  reserves  (excluding

revaluation differences of gold and official
foreign exchange holdings) fell by Afl. 76.3
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million. Total net foreign assets (including
revaluation differences of gold and official
foreign exchange holdings) dropped by
Afl. 108.1 million to Afl. 1,585.2 million at
the end of September 2010, the equivalent
of 6.6 months
payments (12-month average).

of current account



Table J: Balance of payments

(In Afl. million)
2008 2009 2008 2009 2010
1l 1] ] 1l
1. Current account (net) -287.3 237.8 226.2 37.7 -78.9 -414.6
a. Oil sector -107.8 255.0 323.5 134.0 -81.4  -397.7
b. Non-oil sector -179.5 -17.3 -97.3 -96.3 2.5 -16.8
- Private sector -28.9 130.8 -41.0 -57.7 61.6 14.7
- Public sector -150.6 -148.1 -56.3 -38.6 -59.1 -31.5
2. Capital and financial account (net) 853.2 -9.2 -136.1 -29.3 113.4 298.1
a. Oil sector 249.6 -184.2 -306.2 -119.6 84.6 399.7
b. Non-oil sector 603.6 175.0 170.0 90.3 28.8 -101.6
- Private sector 270.7 102.6 97.9 118.3 8.8 -78.0
- Public sector 332.9 72.4 72.1 -28.0 20.0 -23.6
3. Items not yet classified 1) -13.5 -22.3 1.8 -12.3 -2.6 -7.7
4. Overall balance (1+2+3) 552.3 206.2 101.9 -3.9 31.8 -124.1
5. Banking transactions 2) -149.1 -145.0 -29.3 -49.9 68.5 47.8
6. Increase (-) in official reserves 3) -403.2 -61.2 -72.6 53.8 -100.3 76.3
Memorandum items:
7. Official reserves (including gold) 4) 1,247.3  1,251.8 1,024.9 1,178.0 1,421.8  1,361.5
a. Total reserves of the monetary sector 5) 1,427.5 1,577.0 1,162.4 1,504.5 1,693.3 1,585.2
b. In months of merchandise imports 6)
- End-of-period 9.4 1.2 8.3 10.2 14.3 12.7
- 12-month average 7.2 1.2 6.5 10.5 1.8 12.5
¢. In months of import payments 7)
- End-of-period 4.8 5.9 4.1 5.5 7.2 6.7
- 12-month average 3.8 5.9 3.4 5.5 6.2 6.6
Source: CBA.
1) Including errors and omissions.
2) Minus (-) sign denotes an increase in assets and a decrease in liabilities.
3) Excluding revaluation differences of gold and official foreign exchange holdings.
4) Including revaluation differences of gold and official foreign exchange holdings.
5) Including gold, and the revaluation differences of gold and official foreign exchange holdings.
6) Excluding the oil sector.
7) Total current account payments (excluding the oil sector).
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Current account

The current account of the balance of
payments showed a deficit of Afl. 414.6
million in the quarter under review,
compared to a surplus of Afl. 37.7 million
in the corresponding quarter of 2009. This
outcome was mainly the result of sharply
declining goods export receipts and at the
same time increasing goods import
payments, thereby raising the deficit on
the goods account by Afl. 442.3 million to
Afl. 650.0 million. The other components
of the current account all performed at
levels close to their result of the third
quarter of 2009. The service account
surplus fell by Afl. 3.7 million, while the
deficit on the current transfers account
increased by Afl. 6.4 million and the deficit
on the income account dropped slightly

(Afl. 0.3 million).

Capital and financial accounts

During the quarter under review, the
capital and financial accounts registered
an Afl. 298.1 million surplus (2009: Afl. 29.3
million deficit), following an increase in
the net
(+Afl.163.1 million) and a shift from a

inflow of direct investment
deficit (Afl. 78.6 million) into a surplus
(Afl. 102.3 million) in other investment,
which were somewhat offset by a higher
net  outflow

portfolio  investment

(+Afl. 14.3 million).

Oil sector

The balance of payments of the oil sector
the
(temporary) ceasing of the oil refinery

was  strongly influenced by
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activities in July 2009. From that moment
on, the import of oil dropped considerably.
In the quarter under review, crude oil
imports picked up again, apparently in
anticipation of the reopening of the
refinery but were still at a level
considerably lower what was usual at the
time the refinery was fully in operation.
Export payments of refined oil products in
the third quarter of 2010 amounted to
Afl. 26.7 million, down from Afl. 365.6
million in the third quarter of 2009.
Consequently, the current account surplus
of Afl. 134.0 million recorded in the third
quarter of 2009 changed into a deficit of
Afl. 397.7 million in the third quarter of
2010. The foreign bank accounts of this
sector were in part drawn down and
supplier credits were received from a
foreign affiliated company to finance the
current account deficit, resulting in an
Afl. 399.7 million surplus on the capital
and financial account. On balance, the oil
sector sold Afl. 1.9 million in foreign
exchange to the commercial banks during
the quarter under review, considerably
less than the Afl. 14.4 million recorded in

the same period a year earlier.

Non-oil sector

The deficit in the current account of the
non-oil sector narrowed from Afl. 96.3
million in the third quarter of 2009 to
Afl.16.8 million in the third quarter of
2010. This improvement was brought
about largely by an Afl. 69.3 million
contraction in the merchandise imports
highly related to the imports of the “Vader



Piet” wind farm project in 2009. Receipts
from services fell by Afl. 29.9 million, a
development that was more than offset
by Afl. 35.6 million lower payments for
services. Both declines were mainly fueled
The

current transfers account deficit widened

by decreasing ‘“other services”.
by Afl. 4.4 million to Afl. 30.1 million
following a decrease in transfers received
by the government as well as slightly
lower outflow of workers’ remittances.
The (small) deficit on the income account
remained virtually the same in the quarter
under review.

The capital account posted an Afl. 2.5
million surplus (2009: Afl. 3.9 million
surplus), reflecting migrants’ transfers of
the equivalent amount. The financial
account registered a deficit of Afl. 104.1
million in the quarter under review, in
contrast to an Afl. 86.4 million surplus in
the same period of 2009. A net outflow of
Afl. 49.1 million of direct investment was
recorded mainly due to repayment of
intercompany debt securities (Afl. 36.1
million). In the quarter under review,
purchases of real estate in Aruba resulted
in a net inflow of Afl.18.3 million. In
addition, other investment turned from a
surplus of Afl. 40.2 million to a deficit of
Afl. 15.5 million in the third quarter of 2010.
The net outflow of portfolio investment
grew from Afl. 24.9 million to Afl. 39.5
million, mirroring annual repayments of
government bonds and purchases of
domestic debt securities by residents from
nonresidents (Afl. 34.8 million) as well as
net securities

purchases of foreign
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(Afl. 5.6 million). On balance, the non-oil
transactions led to an Afl. 126.1 million
decline in the net foreign assets of the
banking system.

1.6  Economic outlook

Economic forecasting is a challenging task.
This is especially true for the Aruban
economy because of the lack of timely and
reliable data regarding certain sectors
within the Aruban economy, including
wholesale and retail trade, real estate, and
manufacture of refined petroleum
products as well as the labor market. The
difficulty of forecasting exercises s
the

sensitive to

exacerbated because Aruban

economy is  highly
international developments, particularly
those in the United States. Therefore, the
projections for 2010 and 2011 presented
below are based on the information
currently available and are subject to a

significant degree of uncertainty.

Assumptions

According to the latest forecasts, real GDP
again registered a contraction in 2010
before rebounding in 2011 (Chart 12 and
Table K). The projected contraction in 2010
was due largely to the delayed restart of
Valero, which is now scheduled for
January 2011. Additionally, the Ritz Carlton
project has not moved at the speed that

had been anticipated.



Table K: GDP components and indicators

Aruba: Real GDP and its components
Gross domestic product
Final consumption
Private consumption
Public consumption
Gross capital formation
Private gross capital formation
Public gross capital formation
Exports
Imports

Selected economic indicators
Aruba:
CPI2)
Real GDP per capita
United States:
Real GDP
CPI2)
International market
Oil price (WTI) 2)

2007”7  2008"  2009" 2010 2011
(percentage change)

1.8 -0.1 -10.5 -3.7 9.0
4.7 -4.2 3.7 -1.0 2.2
6.2 -5.7 -4.4 -0.8 4.0
0.9 -0.2 -1.9 -1.6 -2.3
-3.6 2.0 -16.6 -8.7 15.3
-3.0 1.0 -17.7 -7.7 15.5
-15.7 27.8 6.1 -22.8 12.0
3.9 1.7 -12.6 -9.2 17.0
3.4 1.4 -9.1 -7.6 1.0
5.4 9.0 -2.1 2.4 2.3
0.7 1.3 -11.7 -4.9 7-4
2.0 1.1 -2.6 2.8 2.8
2.9 3.8 -0.3 1.6 1.4
9.4 37.8 -38.1 26.6 73

Source: CBA; CBS; DEZHI; BEA; BLS; IMF.

1) The figures for 2007-2009 are estimates based on nominal data from the CBS. These figures were deflated using a
GDP deflator that is a weighted average of the deflators calculated by the CBA for each individual GDP

component.
2) Period average.

Chart 12: Real GDP-growth
(percentage change)
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The projection for 2011 hinges strongly on
the restart of the refinery. The assumption
is that the refinery will be fully operational
in 2011 as opposed to being shut-down for
2010. Also, it is assumed that the Ritz
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Carlton project will gain full momentum in
2011, contributing to a rise in investment.
Furthermore, several other investment
projects are in the pipeline, some of which
will be started in 2011. The major risk to
this forecast is that the performance of
the U.S.

expectations (anticipated real GDP growth

economy will not meet
for 2011 is 2.8 percent). On the other hand,
it is also possible that the number of
investment projects in 2011 will exceed the
number that is forecasted.

The GDP projection is derived by
adding up the forecasts of its individual

components. Based on the expenditure



approach, these components are private
and public consumption, private and
public investment and net exports. The
projections for private consumption,
which on average has accounted for 57.8
percent of real GDP in the three years up
to and including 2009 (Chart 13), show a
slight contraction in 2010, while growth is
expected to pick up in 2011. For 2010, the
main factors were the expected reduced
income,  resulting from  increased
unemployment, and reduced confidence
this

development is expected to be largely

of Aruban consumers. For 2011,
reversed by the restart of the refinery and
the related spur in economic activity,
which will contribute to a drop in

unemployment, higher income and

improved consumer confidence.

Chart 13: Contribution of GDP components
(in percentages of GDP)

Public consumption 22.9

Private consumption

Private investment 37.5

Public investment 1.9

4100 -80 60 -40 20 0 20 40 60 80 100

Net exports

Private investment contributed an
average of 37.5 percent of real GDP during
the period 2007-2009 and is projected to
have declined significantly in 2010 and to
rebound strongly in 2011. For 2010, the
assumption is that the investments to
prepare for the restart of the refinery
were somewhat higher than the refinery’s

investments in 2009. In addition, there
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was some activity related to the Ritz
Carlton project, albeit less then previously
expected. In contrast, other indicators,
such as the imports of cement and other
construction materials, indicated a severe
fall off in 2010. On balance total private
investment in 2010 is projected to remain
well below the levels recorded in 2009.
For 2011, investments related to the
activities of the refinery are expected to
pick up, along with the continuation of the
Ritz Carlton project, as well as a general
improvement in investor confidence.
Public

investment represented, respectively, 22.9

consumption and  public
percent and 1.9 percent of real GDP during
2007-2009. The public sector projections
for 2010 are based on the government
budget

expenditures and investment are based

for 2010. For 2011, public
largely on the preliminary government
budget for 2011, which does not yet fully
reflect the agreement reached in the
social dialogue. As soon as these
calculations become available, the CBA
will update its projections for the public
sector.

Imports are projected to have fallen in
2010, due to decreased imports by Valero
related to its temporary shutdown, as well
as lower imports following weak
thus,

consumption for a large part of the year.

disposable income and, weak
In 2011, imports are projected to recover,
driven by a fully operational refinery, an
improved investment environment and a
stronger consumption. On average, real

imports made a negative contribution of



92.7 percent to real GDP in the years 2007-
20009.

Exports, which on average accounted
for 72.6 percent of real GDP in the last
three years, are expected to have declined
sharply in real terms in 2010, primarily due
to the lack of exports by the refinery
during the year. In 2011, exports are
projected to grow significantly, due to the
impact of Valero being operational the

whole year.

Prices

After recording a deflation of 2.1 percent in
2009, the CPI is projected to have risen by
an average of 2.4 percent in 2010 and 2.3
percent in 2011. The increase in 2011 largely
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reflects a foreseen continued, albeit more
moderate, rebound in energy prices caused
by higher oil prices on the international
market. The expectation for increased oil
prices in 2011 stems from a reduction in
fears of another downturn of the U.S.
economy. Moreover, the weakening U.S.
dollar and concerns about an international
currency war leading to ‘“competitive
devaluations” may push investors towards
assets such as oil to hedge against the
currency risk. Another factor relevant for
the inflation in Aruba is that consumer
prices in the United States are projected to
rise at a similar pace in 2011 as was the case

in 2010.
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TABLE 6.5: GOVERNMENT SECURITY MARKETS

3-month treasury bills Government bonds and other debt securities*
Date of  Amount Average Yield Date of ~ Maturity Currency Amount Yield
issue (Afl. price per  per annum issue in years (Afl. per annum
million)  Afl. 100 (%) million) (%)
End of End of
period (@) 2 (©)] 4) period (€} 2 (©) 4 ®)
2007 January 17.0 98.92 4.34 1999 January 7 USD 26.9 8.090
January 23.0 98.93 4.35
April 17.0 98.93 4.34 2000 |April 5 Afl. 30.0 8.250
April 23.0 98.90 4.48 September 5 USD 35.8 8.680
July 17.0 98.87 4.48 September 7 USD 35.8 8.780
July 23.0 98.84 4.63
October 17.0 98.86 4.59 2001 July 7 USD 37.6 7.870
October 23.0 98.83 4.78 December 7 USD 24.9 7.125
2008 January 17.0 98.86 4.59 2002 September 7 Afl. 30.0 6.250
January 23.0 98.85 4.64 September 10 UsD 53.7 7.375
April 17.0 99.23 3.06 October 10 USD 62.7 6.190
April 23.0 99.33 2.69
July 17.0 99.39 2.43 2003 June 7 Afl. 54.0 6.000
July 23.0 99.43 2.31 October 10 USD 98.5 6.710
October 17.0 99.41 2.35
October 23.0 99.43 2.33 2004  April 10 USD 119.9 6.800
June 12 Afl. 57.5 6.800
2009 January 17.0 99.71 111 September 7 Afl. 25.2 6.300
January 23.0 99.84 0.63 December 12 Afl. 34.0 6.700
April 17.0 99.81 0.75
April 23.0 99.82 0.73 2005 |February 4 Afl. 40.0 6.000
July 17.0 99.84 0.64 April 6 Afl. 40.0 6.500
July 23.0 99.85 0.60 September 10 USD 166.5 6.400
October 17.0 99.85 0.59 September 12 Afl. 29.0 6.925
October 23.0 99.86 0.58 December 5 Afl. 40.0 7.000
December 5 Afl. 20.0 7.000
2010 January 17.0 99.86 0.57
January 23.0 99.88 0.48 2006 March 9 Afl. 24.4 7.250
April 17.0 99.89 0.43 June 12 Afl. 34.3 7.500
April 23.0 99.92 0.33 August 10 Afl. 75.0 7.500
November 12 USD 92.9 6.550
2007 June 4 Afl. 19.2 6.000
6-month cash loan certificates August 10 Afl. 50.0 7.000
November 12 usD 82.0 6.500
Date of  Amount Average Yield November 11 Afl. 175 7.500
issue (Afl. price per  per annum
million)  Afl. 100 (%) 2008 March 10 Afl. 33.9 7.125
May 10 Afl. 50.0 7.000
End of September 5 USD 102.6 6.050
period (@) @) (©)} 4)
2009 February 6 Afl. 23.6 5.750
February 10 Afl. 133.9 6.750
2006 June 8.0 97.96 4.41 October 10 Afl. 19.9 6.250
December 8.0 98.46 2.56 December 7 Afl. 34.7 6.000
December 12 Afl. 63.3 6.500
2007 June 8.0 97.75 4.60
December 8.0 97.61 4.89 2010 May 5 Afl. 235 4.750
June 10 Afl. 100.0 5.500
2008 June 8.0 98.55 2.97 June 15 Afl. 80.0 6.000

2009 September 8.0 99.51 0.99
*Including loans which are tradable.
2010 March 8.0 99.69 0.61
= matured.
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General note to the tables 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 final digit from the total
shown, due to rounding.

Data are subject to revision if additional information becomes available.

The following 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 notes to the tables of the
statistical annex

Table 1.1 Gross domestic 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 (CBS) has published
GDP figures for 1995 up to and including
2006.

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 is included in the data on exports.

The various GDP components are deflated
individually and a weighted average of these
individual deflators is used to derive an
overall deflator, which in turn is used to
calculate the real GDP.

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

Table 1.6 Consumer price indices

As of December 2006, the consumer price
index (CPI), produced by the CBS, is based
on the household expenditure survey
conducted by the CBS during the months of
April and May of 2006.

The CBS has also changed the classification
system used in the household expenditure
surveys from a national to an international

agreed  C(lassification ~ of  Individual
Consumption  according to  Purpose
(CoICopP) system for consumer

expenditures and prices, which provides a
suitable classification for CPI purposes.

In order to calculate consistent annual rates
of change with the new classification, the
CPI has to be calculated retrospectively for 2
years. Therefore, December of 2006 has
been chosen as the new base period for the
CPI. Subsequently, the CPI figures for 2007
and 2008 have been revised accordingly.
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To convert the indexes prior to December
2006 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 December
2006 should be multiplied by the ratio
0.8306i.e,,

December 2006 (New index) 100.0

=0.8306

December 2006 (Oldindex)  120.4

Table 1.9 Utilities

The table Utilities reflect the consumption
of water, electricity and gas. The
consumption of water is excluding sales to
Aruba’s Oil Refining Company 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. Annual 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 1.10 and Table 1.11 Merchandise foreign
trade, respectively by country and by
product category

The data for these tables (by country and by
product category) are collected through
customs  administration using  the
automated Harmonized Commodity
Description and Coding System. In this
system, about 8,500 documents related to
export and import are registered on a
monthly basis. The CBS processes this data
using the International General 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 (VNO), the Cabinet of
the Governor of Aruba representing the
Queen of the Kingdom of the Netherlands,
and the Marine Corps) are also excluded
from the trade statistics. These exclusions
are in accordance with the
recommendations of the United Nations.
Mineral fuels are also 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.

Table 2.1 Monetary survey

The monetary survey consolidates the
accounts of the Centrale Bank van Aruba
(CBA), the commercial 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 economy.

Net claims on public sector:

Gross claims

Resulting from the issuance of coins and
treasury bills. 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, official
foreign exchange and security holdings are
excluded in order to calculate the net import
of foreign funds by the nonmonetary 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 commercial banks
with the CBA, nor their cash holdings. "Quasi-
money" comprises time and savings deposits
with the commercial banks and the CBA, as
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well as treasury bills held by the private
sector. This table shows the total liquid
claims of the domestic private sector on
money-creating institutions.

Table 2.3 Causes of changes in broad money

This table reflects the causes of changes in
broad money broken down in net foreign
assets and net domestic assets. The latter
include the non-credit-related balance sheet
items of the money-creating institutions.

Inflow of foreign funds

Financial flows arising from changes in
market prices and exchange rates of gold,
official foreign exchange and security
holdings are excluded in order to calculate
the net import of foreign funds by the
nonmonetary sectors.

Table 2.4 Foreign assets

Aruba's net foreign assets consist mainly of
convertible claims on nonresidents and gold
less convertible liabilities to nonresidents,
including revaluation of gold. Aruba has no
accounts with the International Monetary
Fund, because it participates in this
institution as part of the Kingdom of the
Netherlands. Until the end of 2000, the gold
holdings of the CBA was valued 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
(previously: Afl. 450.74) per fine troy ounce.
Effective December 31, 2001, gold is valued
on a quarterly basis at the prevailing market
rate. Financial flows arising from changes in
these market prices and exchange rates of
gold, official foreign exchange and security
holdings of the CBA are included in the
revaluation account.

Column:
(9) Revaluation differences

Revaluation account for gold, official foreign
exchange and security holdings.



Table 3.1 Consolidated balance sheet of the
money-creating institutions

Money-creating institutions
These are the CBA, the Government and the
commercial banks.

Claims on money-creating institutions:
Monetary authorities

These are institutions (the CBA and the
Government) that create base money.

Other domestic assets
Mainly equipment and miscellaneous items.

Revaluation differences

Revaluation account for gold, official foreign
exchange and security holdings. In
accordance with the Central Bank Ordinance
as revised in December 1989, financial flows
arising from changes in the market prices and
exchange rates of gold, official foreign
exchange and security holdings are
accounted for in a revaluation reserve.

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

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 banks in 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
commercial banks.

and
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(13) Official entities
Includes the Post Aruba N.V., the former post
office.

(16) Other financial institutions' deposits
These institutions are banklike financial
institutions, such as mortgage and
investment banks, licensed by the CBA to
operate in the domestic market. Other
nonbank financial institutions comprising,
inter alia, 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
CBA's current net income position.

Table 3.4 Coins issued

The Government issues coins, which are,
therefore, its liability. The CBA buys the coins
and resells them at face value to the
commercial banks and to the public.
banks:

Table 4.1 Commercial

account

summary

Commercial 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 total
activities. Offshore businesses sheltered in a
separate accounting unit (where claims on
nonresidents are kept equal to liabilities to
nonresidents so that no net open position
arises) are not included in this balance sheet.

Column:

(7) Capital and reserves:
Includes subordinated debt.



Table 4.2 Commercial banks: prudential
ratios

The risk-weighted capital ratio is derived by
dividing the banks' capital base by the total
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.

detailed

Table 4.3 Commercial banks:

balance sheet
Columns:

(6 to 9) Loans and advances:

Enterprises

Commercial loans and advances to private
and public enterprises and official entities.
Public enterprises consisting of, inter alia, the
Telecommunications Company (SETAR), are
companies producing goods and nonfinancial
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
excluding mortgages.

individuals,

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

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

(1) 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.
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(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 original 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
depositors and other creditors.

claims of

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 commercial loans to economic
sectors according to the third revision of the
International Standard Industrial
Classification (ISIC) of all economic activities
of 1990 of the United Nations. Table 4.4 gives
an overview of the outstanding commercial
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 a whole.
It covers financial positions and transactions
of the financial sector with other domestic
sectors and nonresidents. It comprises the
accounts of the CBA, the Treasury (the
government, related only to the issuance of
components of money supply, i.e., coins and
treasury bills), 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, the Social Security Bank
and IBA Corporation N.V (established in
October 2003 to support the settlement of
the take-over of Interbank Aruba (N.V.) by
Aruba Bank N.V.) . As of the third quarter of
2009, also the nonlife insurance companies
are included.

Table 6.1 Interest rates of commercial banks

As of September 1998, the CBA 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
calculated for both deposits (i.e., time and
savings) and loans (i.e., individual and
commercial).  Subsequently, a margin
between the credit and debit rate is
computed.

Table 7.1 Government financial operations

This table provides a summary of the
financial operations of the government on a
cash basis, including imputed noncash
transactions such as the transactions
related to the hotel guarantee issue and the
APFA debt conversion.

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

In December 2004, following the approval
by the Parliament of Aruba of the
privatization of the civil servants pension
fund, APFA, an agreement between the
government and the APFA was reached on a
debt conversion pertaining to existing
payment arrears in premiums and cost of
living allowances and private loans
extended by the APFA to the government.
The conversion consisted of a 12-year bond
and a 35-year annuity loan, while a small
part will be settled against future tax
liabilities of APFA to the government.

The government finance data for the period
between 1992 and 2003 were also revised to
include the government’s debt assumption,
including a debt forgiveness, related to the
hotel guarantees issued in the past.

Revenue and grants

Comprise receipts recorded by the Tax
Collector’s Office, the Department of
Finance and the CBA. Tax and nontax
revenues 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. Grants and debt
forgiveness are also included in nontax
revenue.

Expenditure

The level of expenditure is derived as a
residual of total registered revenue
(including grants minus net lending) and net
financing. The Department of Finance
provides information on the nature of the
expenditure. Items n..e. (not included
elsewhere) is a residual, 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 Aruba in 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.

Net foreign capital

Includes net-borrowing on behalf of public
institutions, bonds issues and private
placements on international markets.

Net domestic capital

Includes net-borrowing from nonmonetary
sectors, mainly by issuing government
bonds and the reclassification of the debt
settlement mentioned in the heading
expenditure.

Net recourse to the monetary system
Includes commercial banks loans to the
government and purchases of government
bonds by those banks.

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

The financial deficit includes the change in
the unmet financing requirements.

Table 7.2 Government revenue
This table provides a detailed overview of
the total government revenue, subdivided

into taxes, nontax revenue and grants.

In March 2003, a debt forgiveness
amounting to Afl. 171.7 million granted by
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the Italian export credit insurer, SACE, to
the government as part of the settlement of
the hotel guarantees issued in the past was
classified as a capital transfer and registered
in the item other nontax revenue.

Table 7.3 Government position with the
monetary system

This table covers the government’s financial
position with the CBA and the commercial
banks. It gives an overview of the
government’s deposits with the CBA and
the local commercial banks and its liabilities
to the monetary authorities and local
commercial banks.

Table 7.4 Outstanding government 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 CBA. The total
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 short and long term. The foreign debt,
valuated at end-of-period exchange rates,
includes the debt to the Netherlands, the
European Investment Bank, the United
States and a residual category, comprising
among others the Netherlands Antilles.

Data on outstanding government debt for
the period between 1992 and 2003 were
revised to reflect the government’s debt
assumption related to the hotel guarantees
issued in the past.

Table 8.1 Balance of payments

Current and capital 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
Aruba’s claims on, and liabilities to the rest
of the world. The basic data to compile the
balance 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 CBA 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,
including the Oil Refinery, holding accounts
with nonresidents are also obliged to report.
Changes in the balance on these accounts are
registered by the CBA either as an increase or
a decrease in currency and deposits included
in other investment, as well as in other
capital included in direct investment. Other
quarterly and annual reports are also use a
fact obtaining additional information on,
inter alia, foreign assets and liabilities.

Items not yet classified

Within the balance-of-payments system of
closed and consistent returns, these items
related to transactions which have already
resulted, within a given recording period, in
payments or settlements within the
monetary sector but of which the nature of
the underlying transactions in the
nonmonetary sectors is not yet known. As
soon as this information is available these
items are entered in the current or capital
and financial account. Profits and losses on
foreign exchange transactions of the CBA
and the commercial banks as well as
revaluation differences of foreign claims and
liabilities of the commercial banks are also
included.

Banking transactions

Banking transactions cover all capital
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 claims and liabilities.

Increase (-) in official reserves

The official reserves comprise all claims and
liabilities of the CBA vis-a-vis nonresidents.
Changes in the foreign exchange reserves
(excluding revaluation differences of gold,
foreign exchange and security holdings)
cover all changes in claims on and liabilities to
nonresidents of the CBA denominated in
foreign currencies, as well as changes in
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Aruban florin accounts held with the CBA by
nonresidents.

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 freezone sectors
effectuated through the banking system and
notified foreign accounts. Non-oil

merchandise import payments by the oil
sector, goods procured in ports and repair
goods are also 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 allow for the fact that in the balance
of payments goods are recorded consistently
as af.o.b. basis.

Travel

Registered tourism receipts from
transactions in foreign currency, traveler’s
checks, and credit cards as reported by the
foreign exchange banks, as well as
companies holdings notified foreign
accounts Goods taken out of Aruba by
tourists paid for in foreign currency,
traveler’s checks or credit cards and flows
related to medical 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
Dutch Royal 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.



Other services

These services mainly include management
fees, transactions for industrial maintenance,
contracting works, royalties, postal and
telecommunication  charges,  insurance
services, financial services, computer and
information services, rents and leases.

Income

Income covers profits and dividends receipts
and payments 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 transfers, i.e., workers' remittances
and other current transfers of individuals as
well as pension, alimony and other support
remittances and official transfers, i.e., grants
for social and cultural projects and
contribution to the Solidarity fund.

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. Capital transfers cover
migrants' transfers, and transfers in
connection with development aid (capital
grants).

Financial account

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

Table 8.4 Balance of payments by sectors

This table summarizes the balance of
payments' transactions by sectors.
Columns:

Oil sector

Transactions of Aruba’s Refinery and its
related businesses and Barlock/Texaco (the
former Barlock/Shell), which are settled
through the banking system as well as
through foreign accounts are registered in
this column.
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Free-zone sector

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

Other sector

These sectors contains transactions of the
rest of the economy (excluding the oil and
free-zone sectors), which are settled through

the banking system, notified foreign
accounts residents and other quarterly
reports.

Table 8.5 Breakdown of merchandise trade

Exports and imports are recorded on f.o.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 and Table 8.7 Official foreign
exchange rates (selling)

The CBA's minimum selling rates for officially
quoted currencies for customers. The foreign
exchange banks' selling rates of the
currencies shown in the table are fixed daily
by the CBA on the basis of middle market
rates quoted for those currencies against the
U.S. dollar.

Officially 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 selling
rates rates
as from: bank cheque and

notes cable

transfers

Jan1,1986 1.77 1.79 1.81
May 18,1987 1.77 1.78 1.80
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