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1. DEVELOPMENTS IN THE THIRD QUARTER OF 2006

1.1 Introduction

Available information shows a further weakening of current economic activities in the
quarter under review. Indicative hereof is that the Partial Economic Activity Index
(PEAI), as published by the Central Bureau of Statistics (CBS), registered a 3.3 percent
decrease in the volume of business activities, compared to the corresponding quarter a
year earlier. The Bank’s Business Perception Survey confirms this development.
Surveyed businesses expressed being pessimistic on the current state of the economy as
well as on the short-term economic outlook. The slowdown in business activities is
mostly affected by an ongoing sub-par performance in the tourism sector, as shown by
the number of stay-over visitors and nights spent on the island, which declined by 4
percent and 2 percent, respectively, in the period under review. This decline was,
however, not as pronounced as in the previous four quarters. Consequently, gross
tourism receipts decreased by 3 percent, while the hotel occupancy rate registered a 5.0
percentage points fall-off to 74.6 percent.

Additional information reinforces above-mentioned weakening in economic activities.
Growth in commercial bank credit was quite subdued compared to the third quarter of
2005. Furthermore, consumption of both water (measured in m®) and electricity
(measured in KWH) declined by 3 percent and 1 percent, respectively. Gas
consumption, however, did increase somewhat, i.e., by 2 percent. Nonetheless,
merchandise import payments by the rest of the economy went up by Afl. 15 million or
5 percent.

Inflationary pressures remained strong in the third quarter of 2006. The quarterly
average inflation rate accelerated by 0.4 percentage points to 4.1 percent, mainly due to
price increases for water and electricity, as well as for food. Measured on a 12-month
basis, the inflation rate reached 4.1 percent, up from 3.2 percent a year earlier. This is 0.4
percentage point higher than the inflation rate in the United States of America, Aruba’s
main trading partner. When excluding the energy-related components (water, electricity,
and gasoline), the Aruban inflation rate remained unchanged at 1.8 percent, compared to
a year earlier.

In the external sector, transactions with nonresidents, measured on a cash basis, led to an
Afl. 26 million deficit on the overall balance of payments in the quarter under review, in
contrast to an Afl. 16 million surplus in the third quarter of 2005. This turnaround was
predominantly caused by a widening in the current account deficit of the rest of the
economy to Afl. 179 million (third quarter 2005: Afl. 133 million). On balance, the
transactions of the rest of the economy brought about an Afl. 62 million net outflow of
funds to abroad. In contrast, the oil and free-zone sectors contributed, on balance, Afl. 36
million positively to the net international reserves. Consequently, these reserves dropped
to Afl. 628 million at the end of September 2006, i.e., Afl. 31 million or 5 percent lower
than the level recorded a year earlier.



Despite above-mentioned Afl. 26 million net outflow of funds to abroad, the money
supply grew slightly by Afl. 4 million in the quarter under review, compared to the
second quarter of 2006, following an Afl. 31 million increase in net domestic assets. The
latter was partly the result of an Afl. 29 million rise in net banking claims on the public
sector largely related to the purchase of Afl. 30 million in government bonds by the local
banking sector. In addition, banking sector credit granted to the private sector rose by
Afl. 23 million, entirely on account of consumer credit and housing mortgages.

In the quarter under review, the government’s financial deficit (including the change
in unmet financing requirements) shrank to Afl. 17 million, down from Afl. 21
million recorded in the corresponding quarter a year earlier. This slight improvement
largely reflected an Afl. 18 million growth in revenues, while total expenditure
declined by Afl. 13 million. To cover its financial needs, government expanded its
outstanding debt by Afl. 53 million (3 percent) to Afl. 1,898 million, compared to the
third quarter of 2005. This increase was reflected in an Afl. 143 million (16 percent)
surge in the domestic debt component to Afl. 1,056 million, equaling 56 percent of
total outstanding debt. In contrast, the foreign debt component fell by Afl. 89 million
(10 percent) to Afl. 843 million. The debt-to-Gross Domestic Product (GDP) ratio
rose by 1 percentage point to 47 percent when measured against the nominal GDP of
2005. According to preliminary estimates, the GDP 2006 will turn out slightly higher,
which will subsequently result in a lower debt-to-GDP ratio.

1.2 The real sector

Business Perception Index

Businesses in general were quite pessimistic about the economy in the third quarter of
2006. The index on current economic conditions decreased by 5 percent to 97.3,
compared to the corresponding quarter of 2005. This decline was associated with a
negative sentiment in nearly all sectors with the exception of “construction”, “financial
intermediation” and “electricity, gas and water supply, manufacture of refined petroleum
products”.

The general short-term economic outlook of businesses also turned negative. The related
index declined to 97.3 in the third quarter of 2006, down from 104.1 registered in the
third quarter of 2005. Overall, the BPS index continued to deteriorate, i.e., by 6 percent
to 97.3, equaling the lowest level recorded since the second quarter of 2002. Further
results of the BPS indicate that about 42 percent of the respondents reported no change
in their business activities in the quarter under review, while the same percentage of
respondents expected this to remain unchanged in the next six months. About 44 percent
of the respondents expressed that their business investments remained unchanged in the
third quarter of 2006, and a same percentage presumes no changes in the next few
months. An estimated 54 percent of the respondents indicated that there were no changes
in the number of employees at their company during the third quarter of 2006, while
about 67 percent of respondents envisaged no change for the next six months (statistical
annex Table 1.2 A and B).



Partial Economic Activity Index

In the third quarter of 2006, the Partial Economic Activity Index (PEAI) — an indicator
of variations in the volume of turnover in seven sectors accounting for 71 percent of the
total value added in Aruba — decreased by 3.3 percent, compared to the corresponding

Table A: Partial Economic Activity Index 1)
Share in GDP 2004 2005 2006

(in percent) 2004 2005 1 1 1 n

(Period average)

Total Index 71.3 3.2 4.8 1.3 2.0 -1.6 -3.3
a. Utilities 4.1 0.5 3.8 3.3 6.9 -2.2 -5.0
b. Construction 8.6 -8.6 437 -15.9 28.1 2.8 -1.9
c. Trade 14.2 34 -3.8 -1.3 -6.6 -4.8 -12.0
d. Hotels & restaurants 10.5 10.0 1.6 5.0 -1.3 -5.1 -0.2
e. Transport, storage & 8.2 9.1 -2.1 14.9 -10.1 -2.1 -54
communication

f. Housing 12.6 2.6 3.3 2.6 3.6 35 3.1
g. Public adm. & education 131 1.8 3.2 1.2 21 -33 -6.5
Source: CBS.

1) Percentage changes compared to the corresponding period a year earlier.

quarter a year earlier when an expansion of 2.0 percent was recorded. All sectors, with
the exception of “housing”, contributed to this decline. In the tourism-related sectors
“transport, storage & communication” and “hotels & restaurants” output fell for the fifth
consecutive quarter by 5.4 percent and 0.2 percent, respectively, while activities in the
sectors “trade”, “public administration & education”, “utilities” and “construction”
declined by 12.0 percent, 6.5 percent, 5.0 percent, and 1.9 percent, respectively. In
contrast, the sector “housing” grew by 3.1 percent (Table A and statistical annex Table
1.3).

Tourism

In the third quarter of 2006, the number of stay-over visitors and their nights spent on
the island fell by 4 percent (third quarter 2005: -5 percent) and 2 percent (third quarter
2005: -2 percent), respectively. Visitor arrivals from the three main markets, i.e., the
U.S.A., Venezuela and the Netherlands, declined by 4 percent (third quarter 2005: -8
percent), 7 percent (third quarter 2005: +1 percent) and 7 percent (third quarter 2005:
+2 percent), respectively. Information collected by the Central Bureau of Statistics on
the hotel sector showed decreases in the average hotel occupancy rate as well as in the
revenue per available room of, respectively, 5 percentage points to 74.6 percent and
18 percent to Afl. 115, when compared to the third quarter of 2005. In addition, the
average daily rate of the hotel sector went down by 8 percent to Afl. 248, while room
tax receipts shrank by 9 percent to Afl. 7 million, compared to a 1 percent drop in the
corresponding quarter of 2005. Gross tourism receipts, as recorded in the balance of
payments, decreased for the fourth consecutive quarter by 3 percent to Afl. 421
million, in contrast to a 3 percent rise in the third quarter of 2005. Consequently, the



share of these receipts in total current account receipts of the balance of payments
(excluding the oil and free-zone sectors) fell by 3 percentage points to 73 percent
(Table B and statistical annex Tables 1.4 and 1.5).

According to the Cruise Tourism Authority, the number of cruise passengers rose by
14 percent in the quarter under review, following a notable 31 percent decline in the
third quarter of 2005. Nonetheless, the number of port calls fell by 12 percent to 37,
indicating the arrival of larger ships.

Table B: Indicators of tourism activity
2004 2005 2006

2004 2005 1 1 I I

1. a. Tourism receipts (x Afl. million) 1) 1,889.4 1,953.1 420.6 432.8 4454 421.0
b. Tourism expenditures (x Afl. million) 2) 1,436.6 1,461.9 325.2 355.9 334.2 279.5

2. Stay-over visitors (x 1,000) 7282 7325 190.8 1809 173.8 174.4
3. Market shares (in percentage)
a. United States 735 73.1 68.8 66.7 74.1 66.3
b. Venezuela 8.1 8.2 12.7 135 7.2 13.0
c. The Netherlands 5.2 53 5.1 55 21 17
d. Canada 2.8 29 17 15 2.2 2.3
e. Colombia 15 13 15 2.1 2.1 1.7
f. Other countries 8.9 9.2 10.3 10.7 9.5 11.4
4. Visitor nights (x 1,000) 5,639.9 56945 14587 14234 12931 1,389.4
5. Average nights spent 7.7 7.8 7.6 7.9 7.4 8.0
6. a. Receipts per visitor night (Afl.) 335 343 288 304 344 303
b. Average daily expenditure (Afl.) 3) 207 214 186 222 216 176
7. Average hotel occupancy rate 80.7 81.7 80.9 796 744 74.6
8. Average daily hotel rate (Afl.) 4) 266 317 226 271 300 248
9. Revenue per available room (Afl.) 4) 151 170 132 140 133 115
10. Room tax receipts (x Afl. million) 5) 30.5 331 7.2 7.1 7.5 6.5
11. Cruise visitors (x 1,000) 576.3 552.8 81.2 56.2 111.7 64.2
12. Number of cruise ship calls 318 311 37 42 48 37
13. Contribution to current account 6) 79 78 78 76 76 73

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

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., pre-paid 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) Including time-shares units.

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.



Construction

Activities in the construction sector remained upbeat in the third quarter of 2006.
After registering a record 131 percent rise in the previous quarter, total imported
cement went up again, i.e., by 36 percent compared to the third quarter of 2005.
However, the number of construction permits granted fell by 30 percent, reflecting
mainly a decrease in the category “houses”. On the other hand, the value of these
permits grew by 60 percent, attributed to increases in the categories “office
buildings”, “stores and shopping malls” and “apartments”. In contrast, the number of
electrical installations approved by the Department of Technical Inspection declined
by 18 percent, due to decreases in all categories, in particular the category “others”,
which includes government buildings and other housing-related installations
(statistical annex Table 1.8).

Utilities

In the third quarter of 2006, consumption of both water (measured in m®) and
electricity (measured in KWH) decreased by 3 percent (third quarter of 2005: +2
percent) and 1 percent (third quarter 2005: +6 percent), respectively, despite a 3
percent increase in connected premises and number of users. In contrast, the value of
consumed water and electricity rose further by 10 percent and 13 percent,
respectively, because of higher water and electricity tariffs. Gas consumption
measured in pounds went up by 2 percent, mainly due to an increase in commercial
use. The value of consumed gas went up by 12 percent, also related to an increase in
gas prices. On balance, the weighted utilities consumption index fell for the second
consecutive quarter, i.e., by 2.2 percentage point to 144.6 (statistical annex Table 1.9).

Oil sector

In the third quarter of 2006, the refinery’s throughput volume shrank for the third
consecutive quarter by 41 percent, due to a turn-around taking place at the refinery.
Export revenues from refined oil products contracted by 26 percent to Afl. 1,640
million (third quarter of 2005: +61 percent), while payments for imported crude oil
declined by 21 percent to Afl. 1,429 million (third quarter of 2005: +47 percent),
despite higher oil prices on the international market. Both declines occurred after,
respectively, 15 quarters of consecutive increases in exports of refined oil and 13
quarters of consecutive rises in imports of crude oil. At the end of September 2006,
698 persons were directly employed at the refinery, which is 12 more than in the
corresponding period of 2005 (statistical annex Table 1.12).

Merchandise trade

Trade figures on a transaction basis, as compiled by the Central Bureau of Statistics,
show that merchandise imports (excluding mineral fuels and free-zone goods) shrank
by Afl. 2 million or 1 percent to Afl. 416 million, mainly reflecting a drop in imports
of “machinery and electrotechnical equipment” and, to a lesser extent, “base metals
and derivated works”. Both decreases occurred after four consecutive quarters of
notable increases reflecting special construction activities. In contrast, merchandise
exports went up by Afl. 2 million or 20 percent to Afl. 13 million, mostly associated
with a rise in the category “art objects and collectors’ items”. Consequently, the trade



deficit narrowed by Afl. 4 million to Afl. 403 million compared to the corresponding
quarter a year earlier (statistical annex Tables 1.10 and 1.11).

Price developments

In the third quarter of 2006, the quarterly average increase in the consumer price
index rose by 0.4 percentage point to 4.1 percent, compared to the corresponding
quarter a year earlier. This increase was largely caused by a stronger price increase in
the categories “housing” and “food”. The former price increase was predominantly
related to higher water and electricity tariffs, while the latter was primarily the result
of an adjustment in import duty tariffs as of June 2006. The 12-month average
inflation rate accelerated by 0.9 percentage point to 4.1 percent. The inflation
differential with the United States, Aruba’s main trading partner, widened by 0.5
percentage point to +0.4 percentage point. As a result, the real exchange rate index of
the Aruban florin against the U.S. dollar also rose by 0.4 percentage point to 105.4.
The inflation differential with the Netherlands and Curagao increased by 1.0
percentage point to +2.7 percentage points and by 0.2 percentage point to +0.6
percentage point, respectively (Table C and statistical annex Tables 1.6 and 1.7).
When adjusting for the energy-related components (water, electricity, and gasoline),
the Aruban inflation rate remained unchanged at 1.8 percent in the third quarter of
2006.

Table C: Consumer price index
(Percentage change)

2004 2005 2006
2004 2005 " i Il "
(Period average)
Total index 2.5 3.4 2.9 3.7 3.9 4.1
a. Food 3.9 3.8 3.7 3.7 3.6 4.7
b. Beverage & tobacco 0.6 14 0.0 2.0 0.8 1.0
c. Clothing & footwear 3.8 0.7 4.1 -0.1 1.7 2.2
d. Housing 2.1 6.8 35 7.7 9.4 8.8
e. Housekeeping & furnishing 2.0 1.8 2.0 1.7 1.2 1.6
f. Health 0.0 0.0 0.0 0.0 0.0 0.0
g. Transport & communication 24 2.8 2.7 3.4 1.9 18
h. Recreation & education 25 24 2.9 2.6 2.8 2.6
i. Other 15 2.1 15 2.3 2.4 25
(Twelve-month average)
Aruba 25 34 2.3 3.2 4.0 4.1
United States 2.7 34 2.3 3.3 3.8 3.7
Curagao 14 3.4 11 2.8 3.8 35
The Netherlands 1.2 17 14 15 15 14

Real exchange rate index (1995=100) 1) 105.0 105.0 105.1 105.0 1052 1054

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

1) Relative to the U.S.A. Based on CPI 12-month averages.



1.3 Money and credit

Changes in the money supply

In the third quarter of 2006, money supply grew slightly by Afl. 4 million or 0.2
percent to Afl. 2,473 million compared to the preceding quarter (Table D and
statistical annex Tables 2.1, 2.2 and 2.3). This increase was largely attributed to an
Afl. 27 million (2 percent) expansion in quasi money, particularly in time deposits
denominated in Aruban florin. On the other hand, narrowly-defined money contracted
by Afl. 22 million (2 percent), mainly reflecting a decrease in demand deposits
denominated in foreign currency.

Table D: Causes of changes in money supply

(In Afl. million)
2004 2005 2006
2004 2005 1] Il I 1]

1. Net domestic money creation 51.3 2014 44.8 8.0 11.7 30.7
a. Net domestic credit 117.1 217.6 51.6 -4.5 26.4 51.2

- Public sector 21.3 22.8 4.8 -61.4 16.9 285

- Private sector 95.8 194.8 46.8 56.9 9.5 22.7

b. Other domestic factors -65.8 -16.2 -6.8 12.4 -14.7 -20.5

2. Inflow of foreign funds 1) 19.9 -59.8 -49.4 15.6 15.4 -26.4
a. Current account transactions 335 -344.8 -8.0 -160.4 -98.4 -203.4

b. Net foreign capital 2) -13.6 285.0 -41.4 176.0 113.8 176.9
3. Broad money creation 71.1 141.6 -4.6 23.5 27.1 4.3
a. Money 27.6 41 -26.7 -25.2 70.2 -22.2
b. Quasi-money 435 137.4 221 48.8 -43.1 26.5
(12-month percentage change) 3.2) (6.2) (3.3) (8.2) (2.2) (1.4)

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 and errors and omissions.

The increase in money supply was caused by an Afl. 31 million (2 percent) growth in
net domestic assets. Net claims of the banking sector on the public sector went up by
Afl. 29 million, associated largely with the purchase of Afl. 30 million in government
bonds by the local banking sector. Commercial banks’ credit granted to the private
sector grew by Afl. 23 million or 1 percent, due to increases in both housing
mortgages and consumer credit of Afl. 14 million (2 percent) and Afl. 12 million (2
percent), respectively. In contrast, loans to enterprises declined by Afl. 3 million (0.3
percent). In addition, non-credit-related balance sheet items fell by Afl. 21 million.

The increase in money supply was mitigated largely by an Afl. 26 million (4 percent)
net outflow of funds to abroad, following an Afl. 203 million current account deficit
that was partly counterbalanced by an Afl. 177 million capital account surplus
(including items not yet classified). The reserves held by the commercial banks
dropped by Afl. 96 million (79 percent), while the official reserves of the Bank rose



by Afl. 70 million (13 percent). At the end of September 2006, total net foreign assets
(excluding revaluation differences of gold and official foreign exchange holdings)
amounted to Afl. 628 million, which is Afl. 31 million or 5 percent less than the
amount held in the corresponding period a year earlier. The ratio of net foreign assets
to money supply decreased slightly to 25 percent, down from 26 percent in the second
quarter of 2006 (statistical annex Table 2.4).

Interest rates

In the third quarter of 2006, the commercial banks’ interest rates margin, measured as
the difference between the weighted average lending rate and deposit rate of new
transactions, shrank by 0.7 percentage point to 7.0 percent, compared to the second
quarter of 2006 (statistical annex Table 6.1). The weighted average lending rate went
down by 0.6 percentage point to 10.9 percent, attributed to decreases in the interest
rates of consumer credit and other commercial loans of 1.2 percentage points and 0.8
percentage point, respectively. The weighted average interest rate on deposits edged
up slightly by 0.2 percentage point to 4.0 percent.

The Bank’s interest rates on time deposits, which are linked to the corresponding rates
of the Federal Reserve Bank of New York, continued to rise in the quarter under review
(statistical annex Table 6.3). The cost of short-term government borrowings also
continued to increase until the latter part of 2006. The weighted average yield on the
3-month treasury bills equaled 4.29 percent during the period January to October
2006, up from 2.50 percent in the corresponding period of 2005. The weighted
average yield on the 6-month cash loan certificates amounted to 3.49 percent during
2006 against 3.44 percent for corresponding period a year earlier. The average yield
of long-term government financing came to 7.1 percent in 2006, compared to 6.5
percent in 2005. However, the latest issue in November 2006 yielded 6.55 percent.

1.4 Nonmonetary financial institutions

The balance sheet

In the third quarter of 2006, the aggregated assets of nonmonetary financial
institutions grew by Afl. 21 million or 1 percent to Afl. 2,127 million compared to the
previous quarter. This expansion resulted in part from an Afl. 13 million or 2 percent
increase in net foreign assets of the nonmonetary financial institutions to Afl. 605
million at end-September 2006. In addition, the domestic claims of these institutions
went up by Afl. 8 million or 1 percent, due to higher claims on the private sector.

On the liability side, pension fund provisions surged by Afl. 49 million (3 percent)
related to the civil servants pension fund (APFA), while other items declined by Afl.
29 million (15 percent). The insurance reserve fund remained virtually unchanged at
Afl. 318 million (Table E and statistical annex Table 5.1).



Table E: Nonmonetary financial institutions 1)

(End of period, in Afl. million)

2005 2006
| 1l 11 v | 1 1]

1. Net foreign assets 491.0 4885 535.1 562.3 595.1 592.0 605.3
2. Domestic assets 12973 13558 13932 14292 14818 15144 15220

a. Government 571.2 601.7 620.0 633.1 674.2 700.0 697.5

b. Private sector 726.1 754.2 773.2 796.0 807.6 814.4 824.4
3. Total assets=total 1,788.4 1,8444 19283 19915 20769 21064 2127.2

liabilities
4. Borrowings and deposits 39.7 39.4 39.5 38.9 38.8 38.8 38.6

a. Government 36.7 36.7 36.7 36.6 36.6 36.6 36.6

b. Other residents 3.0 2.7 2.8 2.2 2.2 2.2 2.0
5. Pension fund provisions 1,4099 14030 14695 14954 15291 15539 1,603.3
6. Insurance reserve fund 296.4  300.2 301.4 305.4 315.3 3175 318.2
7. Other items, net 424 101.8 117.9 151.8 193.7 196.1 167.1

Source: CBA.

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

The mortgage market

In the third quarter of 2006, housing mortgage lending by commercial banks
expanded by Afl. 14 million (2 percent), while that of the specialized mortgage banks
and pension funds both rose by Afl. 2 million, or by 1 percent and 2 percent
respectively, compared to the previous quarter. Meanwhile, the housing mortgage
loan portfolio of life insurance companies remained virtually unchanged at Afl. 50
million. Consequently, the share of nonmonetary financial institutions in the total
housing mortgage portfolio remained virtually unchanged at 37 percent (Table F).

Table F: Housing mortgages
(End of period, in Afl. million)

1. Total

2. Commercial banks

3. Mortgage banks

4. Pension funds

5. Life insurance companies
6. Other

2005 2006

| I i v | Il i
1,066.0 1,083.31,1086 1,127.9 1,148.9 1,164.3  1,1825
663.7 6729 690.8 703.8 719.8 721.7 742.1
214.0 2178 223.6 228.6 2324 2375 239.9
1139 119.0 12238 126.4 129.0 132.7 134.7
56.9 559 553 52.8 51.8 50.6 50.2
175 177 16.2 16.5 15.8 15.8 15.7

Source: CBA.



1.5 Government finance

Financial operations

In the third quarter of 2006, total government revenue went up by Afl. 18 million or 8
percent to Afl. 248 million compared to the corresponding quarter of 2005. This
increase was the result of an Afl. 52 million (27 percent) growth in tax revenue,
which was partly offset by an Afl. 34 million (82 percent) decrease in nontax revenue
(Table G and statistical annex Tables 7.1 and 7.2). The latter decline was largely
caused by a reclassification of previously collected unclassified government revenue
under the item *“other nontax revenue” to the item “wage tax revenue” by the Tax
Department. Prior to this reclassification these revenues were registered as nontax
revenue by the Bank. As a result of this reclassification, nontax revenue was adjusted
downward by Afl. 19 million in the period under review. Moreover, no grants were
received in the quarter under review, compared to an Afl. 12 million inflow in the
corresponding quarter of 2005.

The rise in tax revenue was mainly attributed to notably higher receipts from both
taxes on income and profit and foreign exchange tax of Afl. 25 million (27 percent)
and Afl. 24 million (325 percent), respectively. The latter resulted mostly from
foreign exchange tax levied on a large dividend payment to abroad. The higher
receipts from taxes on income and profit were mainly the result of Afl. 27 million (41
percent) increase in wage tax revenue, in part because of the Afl. 19 million
reclassification mentioned earlier. The receipts from taxes on commodities were up
slightly by Afl. 3 million (5 percent), attributed to an Afl. 7 million (21 percent)
increase in receipts from import duties, which were largely offset by Afl. 5 million
(25 percent) lower excises on gasoline, due to a decline in excise tariffs. Taxes on
services went up slightly, while taxes on property recorded a marginal decrease.

In the period under review, total expenditures on a cash basis (including net lending),
as estimated by the Bank, shrank by Afl. 4 million (1 percent) to Afl. 297 million
compared to the third quarter of 2005. Data provided by the Department of Finance
show that this decline resulted from decreases in the transfer to the General Health
Insurance (AZV) and government investments (including development fund
spending) of Afl. 43 million and Afl. 15 million, respectively. In contrast, goods and
services and wage-related expenses went up by Afl. 20 million and 19 million,
respectively. Moreover, interest payments and “items not included elsewhere”, which
include transfers and subsidies, rose by Afl. 5 million and Afl. 1 million, respectively.
In the third quarter of 2006, net lending amounted to Afl. 12 million, mainly
reflecting outlays for students’ loans.

Consequently, the government’s financial deficit declined by Afl. 21 million to Afl.
49 million in the quarter under review. Outstanding unmet financing requirements fell
by Afl. 32 million to Afl. 118 million, compared to the preceding quarter. This
decline was attributed mainly to decreases in payment arrears to the civil servants

10



Table G: Government financial operations 1)

(In Afl. million)
2004 2005 2006
2004 2005 " " I 1l

1. Revenue 835.9 908.9 239.7 230.3 2458 2480

a. Tax revenue 707.1 779.4 178.6 189.3 191.8 240.8

b. Nontax revenue 2) 128.8 129.5 61.2 40.9 54.1 7.2
2. Expenditures 1,180.2 11,0338 237.8 298.2 2872 285.0
3. Lending minus repayments 3) 9.3 0.7 6.1 2.1 -8.6 11.6
4. Financial deficit (-) -3536  -1256 -4.2 -70.0 -328  -48.6
5. Net foreign capital 95.6 47.1 0.0 79.4 -3.7  -16.7
6. Net domestic capital 4) 236.7 55.7 -0.6 52.0 196  36.8
7. Net recourse to the monetary -21.3 -22.8 -4.8 61.4 -169  -285

system (-)
8. Memorandum item

a. Unmet financing requirements 5) 156.7 183.2 292.0 133.1 150.1 118.0

b. Financial deficit (-) 6) 2247 -1521 15 -21.3 93  -165

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

1) Preliminary figures and estimates on a cash basis, including imputed noncash transactions, such as the
transactions related to the hotel guarantee issue and the APFA debt conversion.

2) Including grants and debt forgiveness.

3) Includes 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 time frame in which they mature, registered by the Department of Finance.

6) Including the change in unmet financing requirements.

pension fund (APFA) and to suppliers of Afl. 19 million and Afl. 14 million,
respectively. When including the change in the unmet financing requirements, an Afl.
17 million financial deficit was registered in the third quarter of 2006, compared to an
Afl. 21 million deficit recorded in the corresponding quarter a year earlier.

In the third quarter of 2006, total financing needs of the government reached Afl. 68
million, comprising the aforementioned Afl. 49 million financial deficit and the
repayment of Afl. 19 million in maturing debt. These financing needs were covered
by an Afl. 75 million bond issue on the local capital market.

Outstanding debt

In the quarter under review, outstanding government debt expanded by Afl. 53
million or 3 percent to Afl. 1,898 million compared to the third quarter of 2005, while
the debt-to-GDP (GDP 2005) ratio rose by 1 percentage point to 47 percent. The
increase in government debt was brought about by an Afl. 143 million (16 percent)

11



surge in the domestic debt component. In contrast, the foreign debt component fell by
Afl. 89 million (10 percent).

The rise in domestic debt was mainly attributed to an Afl. 173 million or 43 percent
growth in non-negotiable long-term debt, associated in part with four private
placements of, respectively, Afl. 40 million (December 2005), Afl. 20 million
(December 2005), Afl. 24 million (March 2006), and Afl. 34 million (June 2006), as
well as an Afl. 75 million bond issue (August 2006) on the local market. The
proceeds of these loans were used largely to cover the budget deficit and to repay
maturing debt. In contrast, non-negotiable short-term debt declined by Afl. 15 million
(11 percent), mostly because of a decrease in payment arrears to suppliers. In
addition, negotiable domestic debt fell by Afl. 15 million (4 percent), following the
repayment on a maturing bond in June 2006.

The foreign debt component dropped by Afl. 89 million or 10 percent to Afl. 843
million, representing 44 percent of total debt of the government (third quarter 2005:
51 percent). This decline is principally related to an Afl. 72 million or 34 percent drop
in US$ denominated debt following the repayment of two private placements of,
respectively, US$ 25 million (Afl. 45 million) and US$ 15 million (Afl. 27 million) in
December, 2005. In addition, debt payable to the government of the Netherlands
contracted by Afl. 9 million or 5 percent, while other foreign debt declined by Afl. 8
million or 2 percent.

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

2005 2006
| 1 Il v | 1 Il

1. Total debt 16812 1,756.4 1,845.1 1,862.1 18753 1,875.1 1,898.1
2. Domestic debt 857.3 9459 9130 1,005.2 1,0196 1,0150  1,055.5
a. Negotiable 358.7 368.1 377.1 377.1 377.1 361.8 361.8

- Treasury bills 400 400 400 400 40.0 40.0 400

- Cash certificates 8.0 8.0 8.0 8.0 8.0 8.0 8.0

- Government bonds 3107 3201 3291 3201 3201 3138 3138

b. Non-negotiable 4986 5778 5359 6281 6425 6532 693.7

- Short-term 1) 1413 2178 1331 183.2 1736 150.1 1180
 Long-term 3573 3600 4028 4449 468.9 503.2 575.7

3. Foreign debt 2) 8239 8104 9320  856.9 8557  860.1 8426

Source: Department of Finance; APFA.

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

Overall outcome

In the third quarter of 2006, the overall balance of payments registered an Afl. 26
million deficit, in contrast to an Afl. 16 million surplus in the corresponding period a
year earlier (Table I and statistical annex Table 8.1). This negative outcome was
brought about by a widening in the current account deficit, i.e., from Afl. 160 million
in the third quarter of 2005 to Afl. 203 million in the period under review. In contrast,
the capital and financial account surplus (including items not yet classified) grew
slightly by Afl. 1 million to Afl. 177 million in the third quarter of 2006.

Consequently, net foreign assets of the monetary sector (excluding revaluation
differences of gold and official foreign exchange holdings) reached Afl. 628 million
at the end of September 2006, i.e., Afl. 31 million or 5 percent below the level
recorded a year earlier. This decrease in international reserves on an annual basis was,
on balance, the result of an Afl. 172 million net outflow of funds, due to external
transactions of the rest of the economy (excluding the oil and free-zone sectors),
which was mostly compensated by an Afl. 142 million net sale of foreign exchange
by the oil and free-zone sectors to the local commercial banks.

Oil sector

In the quarter under review, the current account deficit of the oil sector narrowed by
Afl. 15 million to Afl. 19 million, compared to the corresponding period a year
earlier. This improvement was mainly related to an Afl. 348 million dividend
payment of by this sector to abroad in the third quarter of 2005. In addition, the
services account deficit shrank by Afl. 74 million to Afl. 128 million, following
chiefly decreases in payments for business services and import-related freight services
of, respectively, Afl. 57 million and Afl. 11 million. Furthermore, current transfers to
abroad declined by Afl. 16 million to Afl. 13 million, due to lower payments on non-
life insurance premiums. In contrast, export receipts from refined oil products and
goods procured in ports fell by a notable Afl. 532 million to Afl. 1,299 million.
Import payments also went down, i.e., by Afl. 106 million to Afl. 1,177 million.
Consequently, the surplus on the merchandise account narrowed from Afl. 548
million in the third quarter of 2005 to Afl. 123 million in the quarter under review.

Moreover, the capital and financial account surplus widened to Afl. 61 million, up
from an Afl. 32 million surplus registered in the third quarter of 2005. This
development was mainly associated with a larger net inflow in the other investment
account, reflecting a decrease in foreign bank deposits of this sector. On balance, the
oil sector sold Afl. 42 million in foreign exchange to the local commercial banks
during the third quarter of 2006.

Free-zone sector

The external transactions of the free-zone sector resulted in an Afl. 6 million overall
deficit in the third quarter of 2006, compared to an Afl. 6 million surplus in the third
quarter of 2005. Export receipts for merchandise goods grew by Afl. 3 million or 14
percent to Afl. 27 million, but were offset by an Afl. 13 million or 86 percent increase
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Table I: Balance of payments

(In Afl. million)
2004 2005 2006
2004 2005 1 Il 1 Il
1. Current account (net) 335 -344.8 -8.0 -160.4 -98.4 -203.4
a. Oil sector 251.1 -58.6 105.3 -33.9 120.2 -18.9
b. Free zone 12.0 41 -0.9 6.3 -25 -5.4
c. Rest of economy -229.7  -290.3 -112.4 -132.8 -216.1 -179.1
- Private sector -104.9 -167.7 -74.7 -96.0 -191.0 -135.6
- Public sector -124.8 -122.6 -37.7 -36.8 -25.1 -43.5
2. Capital and financial account (net) -17.2  269.0 -42.2 168.7 109.5 174.9
a. Oil sector -181.9 110.3 -92.3 31.8 -92.1 61.1
b. Free zone -2.4 8.9 -0.2 -0.2 -0.3 -0.9
c. Rest of economy 167.1 149.9 50.3 137.0 202.0 114.8
- Private sector 40.2 72.6 19.5 45.2 205.7 131.5
- Public sector 126.9 77.3 30.8 91.8 -3.7 -16.7
3. Items not yet classified 1) 3.6 15.9 0.8 7.3 4.3 2.0
4. Overall balance (1+2+3) 199 -59.8 -49.4 15.6 15.4 -26.4
5. Banking transactions 2) -17.1 20.1 21.7 -22.1 -45.1
96.1
6. Increase (-) in official reserves 3) -28 397 27.7 6.6 29.7 -69.7
Memorandum items:
7. Official reserves (including gold) 4) 6144 5886 6731 6904 630.9 700.8
8. a. Total reserves of the monetary sector 5) 7229 6771 7435 7318 751.7 725.6
b. In months of merchandise imports 6)
- End-of-period 55 4.7 6.2 5.8 5.4 5.4
- 12-month average 6.2 55 6.3 57 53 52
¢. In months of import payments 7)
- End-of-period
3.0 2.6 34 3.1 2.7 28
- 12-month average 34 30 35 31 28 27

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.

6) Excluding the oil sector.

7) Total current account payments (excluding oil sector).

in merchandise import payments to Afl. 29 million. The deficit on the services
account of the free-zone sector increased slightly to Afl. 3 million, due to higher
payments for import-related freight. On balance, the free-zone sector purchased Afl. 6
million foreign exchange reserves from the local commercial banks.

Rest of the economy

The Afl. 12 million surplus on the overall balance for the rest of the economy (i.e.,
excluding the oil and free-zone sectors) recorded in the third quarter of 2005 turned
into an Afl. 62 million deficit in the quarter under review. This was largely brought
about by an Afl. 46 million widening of the current account deficit, which was
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exacerbated by an Afl. 22 million decline in the surplus on the capital and financial
account. The deterioration in the current account was largely attributed to an Afl. 26
million decrease in the surplus on the services account, reflecting mainly lower
receipts from tourism and higher outlays by residents related to travel and business
services. In addition, the trade account deficit expanded by Afl. 15 million to Afl. 331
million because of higher import payments. The income account deficit widened by
Afl. 9 million to Afl. 44 million, due to increased interest payments related to
intercompany debt. Meanwhile, the deficit on the current transfers account narrowed
by Afl. 3 million to Afl. 28 million.

The smaller surplus on the capital and financial account of the rest of the economy
recorded in the period under review was caused predominantly by a shift in the
portfolio investment account, i.e., from an Afl. 92 million surplus in the third quarter
of 2005 to an Afl. 7 million deficit in the quarter under review. The latter was
associated largely with an Afl. 17 million repayment on government bonds held by
nonresidents, while the surplus in the third quarter of 2005 resulted to a large extent
from an Afl. 166 million (US$ 93 million) government bond issue on the international
capital market. Furthermore, the surplus on the capital transfers account shrank by
Afl. 13 million to Afl. 2 million, compared to the corresponding quarter of 2005,
reflecting the receipt by the government of Afl. 12 million in development grants
from the Dutch government in the third quarter of 2005. In contrast, the surplus on the
direct investment account expanded by Afl. 26 million to Afl. 114 million, due mainly
to higher intercompany loans received from nonresidents related particularly to
ongoing construction activities on the island. Meanwhile, the Afl. 58 million deficit
on the other investment account, recorded in the third quarter of 2005, turned into an
Afl. 5 million surplus, following a decline in the balances of foreign bank accounts of
residents.

On balance, the external transactions of the rest of the economy resulted in an Afl. 62

million net outflow of funds to abroad in the third quarter of 2006, compared to a net
inflow of Afl. 12 million in the corresponding quarter a year earlier.

15






2. Notices and articles






2.1  MONETARY POLICY FOR 2007
A press release of March 14, 2007

Preliminary information indicates that the development of the Aruban economy in
2006 remained virtually the same as in 2005. Economic growth in 2006 is currently
estimated at 2.5 percent in real terms (2005: 2.4 percent) and 6.1 percent in nominal
terms. Inflation measured as the 12-month average change of the consumer price
index (CPI) accelerated from 3.4 percent in 2005 to 3.6 percent in 2006. Furthermore,
tourism for 2006 registered decreases in both the number of stay-over visitors as well
as their nights spent on the island of 5.2 percent and 3.9 percent, respectively. Gross
tourism receipts decreased by 2.4 percent in the first nine months of 2006, compared
to a 4.9 percent increase in the corresponding period of 2005. Net foreign assets,
however, rose by Afl. 53.4 million or 8.9 percent to Afl. 651.3 million at the end of
2006. This development was, however, largely attributed to incidental factors,
including the receipt of the proceeds of a bond issue on the international capital
market by the government amounting to Afl. 91.4 million (US$ 51.1 million) and the
receipt of development funds from the Dutch government to the amount of Afl. 29.3
million (EUR 12.8 million). Consequently, preliminary balance of payments figures
for the first three quarters of 2006 indicate an overall surplus of Afl. 29.9 million
(first three quarters of 2005: Afl. 0.8 million surplus). However, the overall deficit for
the rest of the economy (i.e., excluding the oil and free-zone sectors) widened to Afl.
77.4 million in the first three quarters of 2006, up from Afl. 29.7 million in the
corresponding period of 2005, largely influenced by an expansion of the current
account deficit of the rest of the economy.

In 2006, the credit portfolio of the commercial banks grew by Afl. 90.8 million or 3.9
percent. The credit components excluding consumer credit (but including loans to
enterprises and housing mortgages) went up by Afl. 87.2 million or 4.9 percent, while
consumer credit rose by Afl. 3.5 million or 0.6 percent. Clearly, credit growth
remained below the 5 percent growth guideline set by the Bank at the beginning of
2006.

Despite a subdued overall banking sector credit development in 2006, the Bank
observes rising inflationary pressures and a current account deficit for the rest of the
economy (excluding the oil and free-zone sectors) which remains unsustainable and
in disproportion with sound macroeconomic developments. On an annual basis (the
period of the fourth quarter 2005 up to and including the third quarter of 2006), the
current account deficit for the rest of the economy broadened to Afl. 529.0 million, up
from Afl. 263.4 million in the corresponding period a year earlier.

In addition, the Bank considers the outlook for 2007 as being uncertain, because of,
among others, the introduction of the Belasting op Bedrijfsomzetten (BBO) and the
effects this will exert on inflation, public sector cash flow and consumer demand in
relation to banking sector credit level. Preliminary estimates show a slowdown in
economic growth in real terms towards the 1 percent, while inflation is expected to
increase to approximately 7.5 percent. Nominal GDP growth is therefore expected to
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reach about 8.5 percent in 2007. These preliminary estimates are based on currently
available information and assumptions, and will be adjusted automatically as real
statistical data become available.

Considering mentioned uncertainties, and taking into account article 12 paragraph 1
of the State Ordinance on the Supervision of the Credit System, the Bank at this
moment sees no immediate need for a further tightening of its monetary policy for
2007. This implies that the overall banking sector credit growth limitation for 2007
will remain at 5 percent (on an aggregated basis) and, as in 2006, will be calculated
based on the outstanding loan portfolio balance as of end-2006 or the limit
determined by the Bank at the beginning of 2006. As in 2006, there will be two
separate credit growth limitations, one for the category consumer credit, and one for
the remaining credit categories, including loans to enterprises and housing mortgages.

Both growth ceilings will be monitored separately on a monthly basis, and will be
subject to a separate penalty fee in case of any excess growth. This penalty fee will be
levied on those individual commercial banks that exceed either one of the lending
growth limits, and will remain unchanged at 8 percent in 2007.

The Bank will evaluate, amongst others, the level of net foreign assets, the result of
the current account balance for the rest of the economy as of end-December 2006 and
during 2007, the excess liquidity within the banking system, and the macroeconomic
effects of the BBO, and will then consider to raise the monetary cash reserve
requirement further during the course of 2007 or to maintain the present level of 9.5
percent. The compensating fee for any deficiency in the monetary cash reserve
requirement and present arrangements on the banks’ so-called B9-position will, for
the time being, remain unchanged.
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22 EXEMPTION POLICY REGARDING PAWNSHOPS/COMPRA Y
VENTA COMPANIES OPERATING IN ARUBA BASED ON SECTION
48, PARAGRAPH 3 OF THE STATE ORDINANCE ON THE
SUPERVISION OF THE CREDIT SYSTEM (AB 1998 NO. 16) (SOSCS)

1. Introduction

In connection with the increased number of pawnshops/compra y venta companies
operating in Aruba, the Centrale Bank van Aruba (the Bank) has decided to establish,
based upon section 48, paragraph 3, of the SOSCS, an exemption policy with regard
to pawnshops/compra y venta companies. Said policy is mainly focused on the
maintaining of the integrity of this sector.

2. Legal framework

Pursuant to section 48, paragraph 1, of the SOSCS any natural person or legal entity
is prohibited to grant credits in the course of his or her occupation or business, or in
this respect to act as an intermediary. In this respect, pawn/compra y venta activities
can be defined as the business of lending to natural persons on the security of
pledged goods (for example jewelry) or as the business of purchasing tangible
personal property on the condition that it may be redeemed or repurchased by the
seller for a fixed price within a fixed period of time.

In accordance with section 48, paragraph 2, of the SOSCS the aforementioned

prohibition shall not apply to:

a. the Government;

b. the Bank;

c. international public entities in which the Kingdom of the Netherlands participates;

d. companies or institutions which are registered in accordance with section 28,
paragraph 2, of the SOSCS.

Pursuant to section 48, paragraph 3, of the SOSCS the Bank may, based on a to that
effect written and reasoned request, grant an exemption from the prohibition as
mentioned in section 48, paragraph 1, if in its opinion the interests that the SOSCS
seeks to protect are adequately safeguarded.

3. Exemption policy pawn shops/compra y venta companies

In general, the Bank is willing to grant pawn shops/compra y venta companies an
exemption as mentioned in section 48, paragraph 3, of the SOSCS if the following
conditions are met on a continuous basis.

1. The pawn/compra y venta activities are conducted by a limited liability company
(“naamloze vennootschap™) registered at the Chamber of Commerce of Aruba and
has an establishment permit issued by the Department of Economic Affairs,
Commerce and Industry (DEZH]I) to conduct pawn activities.

2. The limited liability company (N.V.) must have a detailed business plan in place
which includes a description of the intended pawn/compra y venta activities, a
three-year financial projection (including assumptions applied), management
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structure as well as a detailed description of the administrative organization and
internal controls, including the procedures and controls in place to combat money-
laundering and misappropriation of goods.

. The limited liability company must maintain at all times a net worth of at least Afl.

50,000 (held in the form of a blocked time deposit at one of the commercial banks
in Aruba).

The pawn/compra y venta activities may only be financed by the shareholders’
own funds or by loan granted by the shareholders to the pawnshop/compra y venta
companies. The legitimacy of the source of the funds may not be subject to any
doubts.

. The shareholder(s) of the pawnshop/compra y venta company must have an

undisputable reputation.

. The management of the pawnshop/compra y venta company must be qualified and

of good standing.

. The pawnshop/compra y venta company must comply at all times with the Bank’s

guidelines on the administrative organization and internal controls for
pawnshops/compra y venta companies.

4. Submission of the request

In order to evaluate whether the aforementioned conditions can be met on a
continuous basis the written request for exemption should be accompanied by the
following information and documents:

Articles of incorporation.

An extract from the registry of the Aruba Chamber of Commerce and a copy of the

business establishment permit issued by the DEZHI.

A copy of the shareholders’ register.

Information on the source of funds of the shareholder(s).

Filled out questionnaire of the Bank as well as certificates of good conduct for

each shareholder(s) and person(s) responsible for the day-to-day management of

the pawnshop (see attachments).

(Audited) financial statements of the company over last three fiscal years.

A business plan which should include the following items.

e A description of the group structure;

e An organizational chart;

e A description of the business activities;

e A description of the (intended) administrative organization and internal
controls, including a description of the procedures to combat money
laundering and misappropriation of goods;

e A three-year financial projection.

! The administrative organization and internal controls should be in compliance with the Bank’s
guidelines on the administrative organization and internal controls for pawnshops/compra y venta
companies.
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The Bank maintains the right to request any additional information it deems necessary
to evaluate a request made for an exemption as meant in section 48, paragraph 3, of
the SOSCS.

Attachments: (2)

Aruba, February 2007
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2.3  GUIDELINES ON THE CONDUCT OF PAWNSHOPS/COMPRA Y
VENTA COMPANIES.

INTRODUCTION

1. In accordance with section 48, paragraph 3 of the State Ordinance on the
Supervision of the Credit System (AB 1998 no.16) (SOSCS) the Centrale Bank
van Aruba (the Bank) may exempt a company from the prohibition as mentioned
in section 48, paragraph 1, of said ordinance insofar the interests said ordinance
seek to protect are sufficiently safeguarded otherwise. The Bank may also attach
conditions to such exemption. Pawnshops/compra y venta companies fall under
the section 48, paragraph 1, of the SOSCS and as such are required to request for
an exemption as meant in section 48, paragraph 3, of the SOSCS in case they want
conduct pawn/compra y venta activities on the local market.

2. In regard of the aforementioned, the Bank has established guidelines on the
conduct of business and the administrative organization of pawnshops to which all
exempted pawnshops/compra y venta companies must continuously adhere to.

GENERAL PROVISIONS

3. In this guideline the following terms shall be defined as stated below:

a. administrative organization: all of the measures relating to the systematic
collection, recording and processing of data, the purpose of which is to provide
information to enable the pawnshop to be managed and operate and in order to
comply with the requirement to prepare accounts in respect of the pawnshop;

b. internal control: control of the formation of opinions or the activities of others
insofar as said control is exercised for the managing board of a pawnshop by or on
behalf of said managing board itself;

c. reputable conduct of business: the management and control of the processes of a
pawnshop so that the risks in relation to integrity, organization and management
are minimized by the timely and correct identification, measurement, monitoring
and control of said risks.

d. integrity risk: impairment of the reputation and the existing or future threat to the
financial position or earnings of a pawnshop as a result of inadequate compliance
with obligations under private, administrative, fiscal or criminal law, or with the
regulations or reporting requirements of supervisory authorities, or with the
standards, rules or codes of conduct drawn up by the pawnshop/compra y venta
companies itself.

e. incidents: events that represent a serious risk to the reputable conduct of the
business of a pawnshop insofar as they concern the conduct of a shareholder, a
supervisory board member, a director or a member of staff of the pawnshop, or of
a third party, and events that represent a breach of the rules relating to the
reputable conduct of business.
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Guidelines relating to the management of a pawnshop/compra y venta company

Managing board

4.

The managing board of a pawnshop/compra y venta company shall be charged
with the day-to-day management of the activities of the pawnshop and shall be
responsible for:

The organization and control of the business processes to ensure that the business
is conducted in a reputable manner;

The set-up and efficient operation of a proper administrative organization;

The set-up and efficient operation of the system of procedures and measures
relating to internal control;

d. All professional acts by members of staff of the pawnshop;

e. Compliance with statutory provisions regarding the periods for storing records.

5. As part of its day-to-day policy, the managing board shall take measures to raise
awareness of, and promote and maintain reputable conduct at all levels of the
organization.

Policy plan

6. A pawnshop/compray venta company shall have an up-to-date policy plan setting

out the policy principles regarding the control of integrity risks. The policy
principles shall be set out in further detail in procedures, rules and standards that
shall be made known to and complied with by all relevant departments of the
pawnshop/compra y venta company. Each pawnshop/compra y venta company is
also obliged to appoint a compliance officer. This officer can not be involved in
the daily operation or management of the pawn-shop and is responsible for
overseeing compliance with the pawnshop’s internal procedures as well as the
Bank’s guidelines.

The policy plan shall have procedures and measures relating to internal control
that shall serve to ensure compliance with:

The conditions attached to the exemption granted by the Bank;

The policy plan;

The tasks, responsibilities and powers of members of staff and departments, these
being allocated in such a way that the risk of errors and improper use of assets or
data is limited;

The procedure on the proper handling of incidents.

A pawnshop/compra y venta company shall form an opinion regarding the
integrity of new and existing members of staff and shall in any event obtain
information about the integrity of the person concerned from employers by whom
the person concerned has been employed during the last five years. The
pawnshop/compra y venta company shall request prior approval from the person
concerned in order to obtain said information.
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Guidelines relating to the Administrative Organization and Internal Controls

Administrative Organization

9.

10.

11.

12.

13.

A pawnshop/compra y venta company shall have an organizational chart showing
the various positions in the organization and which members of staff occupy
these positions.

A pawnshop/compra y venta company shall ensure that there is a proper
segregation of duties for activities of a management, compliance and accounting
nature.

The administrative organization of a pawnshop shall be set up in such a way that
the following minimum requirements are satisfied:

the individual transactions that are carried out by the pawnshop/compra y venta
company must be recorded in the financial accounts in a timely manner;

customer must be properly identified and a copy of the id-document should be
made and filed for future reference;

there should be procedures in place to determine that the customer is the owner of
the pawned goods;

for each transaction that a customer carries out with the pawnshop/compra y
venta company, a consecutively numbered transaction note must be issued and
provided to the customer without being requested;

the transaction note must contain the information mentioned in the annex to these
guidelines.

A pawnshop/compra y venta company must have a manual of procedures in
which the positions, tasks and powers of the members of staff of the
pawnshop/compra y venta company, taking into account the minimum
requirements laid down in respect of the administrative organization, are defined
and recorded clearly and in writing, thus forming a framework for day-to-day
management.

The manual of procedures shall be produced in Dutch or English and shall be
updated periodically.

Internal controls

14.

15.

a.

b.

The management of a pawnshop/compra y venta company shall be responsible
for the internal control system and shall periodically evaluate its effectiveness
and current relevance, and, if necessary, make adjustments thereto.

A pawnshop/compra y venta company shall have procedures and measures
relating to internal control to ensure that there can be reasonable certainty that:

Its activities are being carried out in accordance with the policy principles laid
down and the procedures drawn up;

Transactions and obligations are being entered into having regard to the
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16.

17.

18.

19.

applicable authorization procedures;

The risks of loss from irregularities, fraud and errors are minimized,

Assets and liabilities are properly managed;

Risks are identified, properly evaluated and quantified in a timely manner;
Reports that are supplied to the Bank comply with the requirements laid down by
the Bank in respect thereof and are delivered in a timely manner.

A pawnshop/compra y venta shall have ledger records that are set up in
accordance with the system of double-entry bookkeeping.

The administrative organization of a pawnshop/compra y venta company shall be
such that each transaction, liability and claim is recorded accurately and timely
(see annex 1).

The financial accounts of a pawnshop/compra y venta company shall enable it to
draw up timely and proper reports for the managing board and the Bank.

The financial accounts shall be kept in Dutch or in English and shall be available
at all times to the Bank.
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Guidelines relating to the Annual External Audit and Central Bank reporting

External auditor

20. Within six months after the end of each financial year the pawnshop should
submit its financial statements to the Bank. The statements should be
accompanied by an external auditor’s declaration stating that they present a true
and fair view of the financial position of the pawnshop/compra y venta company
concerned. The external auditor must be registered at the NIVRA/NOVAA or at a
similar professional organization.

21. The external auditor should also issue annually a management letter, in which
amongst others the shortcomings in the internal organization/internal controls
identified during the audit of the financial statements are disclosed. A copy of the
management letter must be submitted to the Bank within six months after the end
of each financial year.

Central Bank reporting

All pawnshops/compra y venta company are required to file quarterly reports to the

Bank in the format prescribed by the Bank.

Aruba, February 2007
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Annex 1: Minimum requirements regarding the transaction notes

At the time of making any secured personal credit loan, the lender shall execute and
deliver to the borrower a receipt for and describing the tangible personal property
subjected to secure the payment of the loan. The transaction note shall contain the
following:

The name and address of the pawnshop/compra y venta company;

The name and address of the pledgor;

A copy of a valid identification of the pledgor (passport, driver’s license or
cedula);

The date of the transaction;

An identification and full description of the pledged goods, including if applicable,
the manufacturer, year, model and serial number of any goods pawned or received,
or any identifiable marks or title on an article.

With respect to jewellery, the type, weight, karat, any engraving, the number and
type of gemstones and whether the item is typically worn by a man or woman;

The amount of cash advanced or credit extended to the pledgor;

The amount which must be paid to redeem the pledged goods on the maturity date;
The maturity date of the pawn transaction; and,

A statement to the effect that the pledgor is not obligated to redeem the pledged
goods and that the pledged goods may be forfeited to the pawnbroker/compra y
venta company after the specified maturity date.
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24  POLICY RULE INSURANCE LICENCE REQUIREMENTS AND
ADMISSION REQUIREMENTS FOR INSURANCE COMPANIES
OPERATING IN OR FROM ARUBA

1. Introduction

The most relevant sections of the State Ordinance Supervision Insurance Business
(AB 2000 no. 82) (the ordinance) relating to the application for an insurance licence
are set out below. However, it is still necessary to review the whole ordinance in
order to have a complete picture of the conditions and requirements stipulated in this
ordinance. The ordinance (including the unofficial English translation hereof) is also
available at the website of the Centrale Bank van Aruba (the Bank):
www.charuba.org

2. General licence requirements for insurance companies

In accordance with section 5, paragraph 1 of the ordinance an insurance company is
prohibited to engage direct or indirect in the insurance business in or from Aruba
without a license from the Bank. An insurance company should not conduct any
activities other than in connection with or for the purposes of its specific insurance
business. Operations not related to insurance within the same entity is not allowed.
Pursuant to section 5, paragraph 2 of the ordinance a license is granted either to
engage in the life insurance or the general insurance business (principle of
specialization). Furthermore, it is stipulated that a license to engage in the general
insurance business shall be granted per line of insurance. The following five
indemnity lines are distinguished:

accident and health;

motor vehicle;

maritime, transport, and aviation;

fire insurance and other property;

other indemnity.

o0 o

In accordance with section 2 of the ordinance an insurance company may operate in

or from Aruba through:

a. an insurer incorporated under the Aruban law with the legal status of a Limited
Liability Company (“Naamloze Vennootschap”), an Aruba Exempt Corporation
(“Arubaans Vrijgestelde Vennootschap”) or a Mutual insurance company;

b. alocal branch office; or

C. anagency.

Under Section 7 of the ordinance a license will be granted if the applicant? complies

with the following conditions:

- the applicant's day-to-day management is determined by at least one natural
person;

% The applicant is the legal entity requesting a license to operate in or from Aruba.
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in so far it concerns a legal entity, the applicant has a supervisory board or a
similar body, consisting of at least three natural persons;

the expertise of the persons who determine or co-determine the policy of the
insurer is sufficient to conduct the insurance business;

the intentions or antecedents of the persons who determine or co-determine the
policy of the insurer are such that they could not endanger the interests of the
insurants, the insured or others entitled to payments;

there is no question of an influence on the applicant which is contrary to a sound
policy for insurers, or of a circumstance that could bring this about as a result of a
qualified holding in the applicant;

the declaration of the auditor that accompanies the annual financial statements or
opening balance sheet should imply that these present a true and fair view of the
size and composition of the capital of the applicant;

the applicant is able to realize its intentions as mentioned in its program of
activities, the envisaged management controls and administrative organization, or
meet the requirements to be imposed on it in connection with the supervision;

the granting of a license to the applicant does not lead to an undesirable
development of the insurance sector, or to a circumstance that could bring this
about;

the applicant meets at least the minimum solvency margin requirements as
mentioned in section 14, third paragraph of the ordinance.

Furthermore, all insurance companies should be able to comply continuously with the
requirements and conditions stipulated in the ordinance, as well as the regulations
issued by the Bank.

3. Licence requirements and admission policy with respect to branches and agencies

of insurance companies not established in Aruba

In order to ensure a sound development of the insurance sector in Aruba (refer to
section 7 sub e and h of the ordinance), a branch office or an agency of an insurance
company not established in Aruba will, in principle, only be considered for granting
or holding a licence as referred to in section 5 of the ordinance if the following
requirements are met:

1.

2.
3.

It is an agency or branch of an existing foreign insurance company, insurance
group or financial conglomerate that is active in the major financial markets
around the world and with a balance sheet total of at least US$ 10 billion and an
“A” rating issued by Standard & Poors or a comparable rating agency.

The parent company has an adequate financial strength and a solid reputation.
The supervision conducted by the supervisory authorities of the parent company
(the home country supervisor) is of an adequate level and of a comprehensive
nature.

4. The Principles Applicable to the Supervision of International Insurers and

Insurance Groups and their Cross-Border Operations (Insurance Concordat
December 1999), issued by the International Association of Insurance
Supervisors, are endorsed by the home country supervisor.
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The elements listed under 1,2,3 and 4 are described in more detail below.

Branch offices or agencies

In view of the changing market conditions and in order to be able to better protect the
interest of policyholders the Bank has deemed it necessary to strengthen its admission
policy with respect to foreign insurance institutions operating via branch offices or
agencies. Only international insurers that are able to comply with the requirements
mentioned under point 3 above will be considered for admission as a branch office or
agency.

Financial strength and solid reputation

It is a prerequisite that the applicant provides certified financial statements over the
last three years to prove the financial soundness of the parent company. Important
elements in the Bank's assessment of said financial strength are among other things:
capitalization, profitability, liquidity, audit and internal controls, quality of
management as well as policies and procedures.

Quality of the supervision of the home country authorities

The leading guideline for the Bank's policy continues to be that the supervision
conducted by the home country supervision meets international standards. In addition,
the Bank must be able to exchange information with the home country supervisor of
the parent company so that it can be established that the home country supervision is
adequate and meets international standards and the parent company meets the
regulatory requirements of the home country.

Insurance Concordat December 1999

The Bank has endorsed the Principles Applicable to the Supervision of International
Insurers and Insurance Group and their Cross-Border Business Operations issued by
the International Association of Insurance Supervisors (IAIS). These Principles
establish a framework for co-operation between insurance supervisors.

4. Representative body

All insurance companies operating in the domestic market should become a member
of the representative body for insurers designated by the Minister of Finance.

5. Procedure
In accordance with section 6, paragraph 4 of the ordinance, the Bank will take a

decision on the application within thirteen (13) weeks upon receipt of all relevant
documents for its evaluation.

6. Application

Pursuant to section 6 paragraph 1 of the ordinance and the Bank’s admission policy,
an applicant shall at least submit the following documents:
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a. Articles of incorporation and by-laws of the applicant.

b. An extract of the registration in the trade register at the Chamber of Commerce
not older than 6 months.

c. The completed questionnaire for each of the persons who determine the day-to-
day policy of the company® and for each of the members of the supervisory board
of the company.

d. The completed questionnaires of shareholders — natural persons with a qualifying
holding.

e. A business plan for a three year period, including the projected balance sheet and
income statements, containing at least information on:

- the risks to be insured -direct, assumed and ceded - by line of business;

- the rating program and actuarial assumptions;

- the reinsurance program;

- three year financial projection, including a projection of the solvency margin and
liquidity position;

- the envisaged internal and administrative organization and internal controls.

f. The certified annual financial statements over the past three years of the
applicant. If the applicant is a local entity, an opening balance sheet certified by
an external auditor is required.

g. A confirmation from the home supervisor that the insurance company is
authorized to conduct the types of insurance business proposed.

h. A confirmation from the home supervisor, if applicable, that the insurance
company is solvent and meets all regulatory requirements in the home
jurisdiction.

If the day-to-day policy of the company is performed by an insurance management

company or an agent (legal representative) the following information shall be

provided:

i. A certified copy of the articles of incorporation of the representative.

J. A recent extract of its registration in the trade register at the Chamber of
Commerce.

k. A deed of appointment of the representative.

In the event that the applicant constitutes part of a group, the information on the
formal and actual control structures within the group and a list of names of the
persons who determine or co-determine the group's policy shall also be provided. If
the applicant intends to conduct motor vehicle insurance, its application should
include a statement stating that its insurance terms comply with the stipulations laid
down in the State Ordinance Motor Vehicles Liability Insurance (AB 1999, no. GT
12).

The Bank maintains the right to request, if deemed necessary, additional information.

% If the day-to-day policy is performed by a legal representative, e.g. a management company or an agent, the representative must
be professionally qualified, reliable and of good repute.
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7. Existing branch offices or agencies

As insurance companies are required to comply with the requirements of the
ordinance continuously, branches or agencies of insurers established outside Aruba
which already hold a licence, are obliged to meet the requirements set out in this
policy rule within the timeframe set under point 8 below.

A branch office or agency of an insurance company established outside Aruba which
IS unable to meet the requirements laid down in this policy rule because, e.g., (i) the
parent company does not have an adequate financial strength and a solid reputation,
or (ii) the supervision conducted by the supervisory authorities of the parent company
is not of an adequate level or of a comprehensive nature, can opt to establish itself in
Aruba as a legal entity as referred to in section 2 of the ordinance.

8. Entry into force and transition period

This policy rule will enter into force on January 1, 2007.

All (branches and agencies of) insurance companies which hold a licence on January
1, 2007 are obliged to comply with this policy rule within six months after this policy
has come into effect.

The policy rule "Admission Requirements for insurance companies operating in or
from Aruba™ of October 2001 is no longer applicable as of January 1, 2007.

Oranjestad, August 2006
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25 POLICY RULE BANKING LICENCE REQUIREMENTS AND
ADMISSION REQUIREMENTS FOR CREDIT [INSTITUTIONS
OPERATING IN OR FROM ARUBA

1. Introduction

The most relevant sections of the State Ordinance on the Supervision of the Credit
System (AB 1998, No. 16) (the ordinance) relating to the application for a banking
licence are set out below. However, it is still necessary to review the whole ordinance
in order to have a complete picture of the conditions and requirements stipulated in
this ordinance. The ordinance (including the unofficial English translation hereof) is
also available at the website of the Centrale Bank van Aruba (the Bank):
www.cbharuba.org

2. General licence requirements for credit institutions

In accordance with section 4 of the ordinance, no enterprise or institution established
in Aruba shall pursue the business of a credit institution unless it has obtained a
banking licence to that end from the Bank. Furthermore, in accordance with section
24 of the ordinance no enterprise or institution established outside Aruba shall pursue
the business of a credit institution through a branch in Aruba, unless it has obtained a
banking license to that end from the Bank. Sections 5, 6, 7(1) and (2), and 8 to 11
shall apply to a branch office of a credit institution established outside Aruba.

Pursuant to section 5 sub 1 of the ordinance, the application for a licence as referred

to in section 4 shall at least contain information about:

a. the number, the names, and the past history of the persons who determine the
day-to-day policy of the enterprise or institution;

b. the number, the names, and the past history of the members of the supervisory
board of the enterprise or institution or of the body of the enterprise or institution
having a task comparable with that of a supervisory board;

c. the names of those who have a qualifying holding in the enterprise or institution,
as well the size of any such qualifying holding;

d. annual accounts or an opening balance sheet certified by an auditor;

a program of operations which the enterprise or institution intends to carry on;

f. the envisaged administrative organization and organizational structure, including
the financial administration and internal controls.

@

In accordance with section 6 sub 1 of the ordinance the Bank shall grant the licence as

referred to in section 4, unless:

a. the enterprise or institution does not fulfill the requirements provided for in or
under sections 7 and 8;

b. the Bank is of the opinion that the expertise of one or more persons who
determine or co-determine the policy of the enterprise or institution is insufficient
in connection with the pursuit of the business of a credit institution;
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on the grounds of the intentions or the past history of one or more persons who
determine or co-determine the policy of the enterprise or institution, the Bank is
of the opinion that the interests of the creditors or future creditors of the
enterprise or institution could be jeopardized,;

without prejudice to section 17, the Bank is of the opinion that, as a result of a
qualifying holding in the enterprise or institution, the sound banking policy of the
enterprise or institution is or could be subject to an undesirable influence;

the auditors opinion referred to in section 5 sub 1d is not an unqualified opinion;
on the grounds of information as referred to in section 5(1), under d,e, or f, the
Bank is of the opinion that the enterprise or institution will not be capable of
implementing its intentions or meeting the requirements to be imposed on it on
account of the supervision; or

the Bank is of the opinion that granting a licence would or could lead to an
undesirable development of the credit system.

In accordance with section 7 of the ordinance:

1.

2.

The day-to day policy of a credit institution shall be determined by at least two
persons.
A credit institution which is a limited liability company (“naamloze
vennootschap”) shall have a supervisory board, consisting of at least three natural
persons.

Pursuant to section 8 of the ordinance, a credit institution shall have a minimum
amount of own funds (Afl. 5 million). Furthermore, all credit institutions have to
comply continuously with all requirements and conditions stipulated in the ordinance
as well as the regulations issued by the Bank. Some of the main requirements are
listed below:

1.

2.

vQ o a

Appointments of members of senior-management and supervisory board need the
Bank’s prior approval.

Each credit institution has to comply with the Bank’s solvency and liquidity
requirements.

Each credit institution has to comply with the Bank’s directives on the
administrative organization and internal controls.

Unless it has obtained prior written permission from the Bank, a credit institution
is prohibited from:

reducing its own funds by repayment of capital or distribution of reserves;
holding, acquiring or increasing a qualifying holding in another enterprise or
institution;

taking over all or a considerable part of the assets and liabilities of another
enterprise or institution;

merging with another enterprise or institution;

proceeding to financial or corporate reorganization;

allowing a managing partner to join the credit institution;

opening a branch.

Unless prior written permission of the Bank is obtained, any natural person or
legal entity is prohibited from:

holding, acquiring or increasing a qualifying holding in a credit institution; or
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exercising any control attaching to a qualifying holding in a credit institution.

6. Each credit institution shall submit to the Bank every year, within six months, its
certified annual accounts.

7. Each credit institution has to submit to the Bank, on a periodical basis, detailed

financial information in the format prescribed by the Bank.

3. Licence requirements and admission policy with respect to branch offices of credit
institutions not established in Aruba

In order to ensure a sound development of the banking industry in Aruba (refer also to
section 6(1), sub d and g of the ordinance), branches of credit institutions not
established in Aruba will, in principle, only be considered for granting or holding a
licence as referred to in section 24 of the ordinance if the following requirements are
met:

1. It will be a branch office of an existing international bank, bank holding company
or financial conglomerate that is active in the major financial markets around the
world and with a balance sheet total of at least US$ 10 billion and an “A” rating
issued by Standard & Poors or a comparable rating agency.

2. The parent bank, bank holding company or financial conglomerates has an
adequate financial strength and a solid reputation.

3. The supervision conducted by the supervisory authorities of the parent bank (the
home country supervisor) is of an adequate level and of a comprehensive nature.

4. The Minimum Standards for the supervision of international banking groups and
their cross-border establishment (1992) as well as the guidelines on the
Supervision of Cross Border Banking (1996), issued by the Basel Committee on
Banking Supervision, are endorsed by the home country supervisor.

The elements listed under 1, 2, 3, and 4 are described in more detail below.

Branch offices

In view of the changing market conditions and in order to be able to better protect the
interest of depositholders the Bank has deemed it necessary to strengthen its
admission policy with respect to foreign credit institutions operating via branch
offices. Only international banks that are able to comply with the requirements
mentioned under point 3 above will be considered for admission as a branch office.

Financial strength and reputation

It is a prerequisite that the applicant provides certified financial statements over the
last three years to prove the financial soundness of the parent company. Important
elements in the Bank's assessment of said financial strength are among other things:
capitalization, profitability, liquidity, audit and internal controls, quality of
management as well as policies and procedures.
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Quality of the supervision of the home country authorities

The leading guideline for the Bank's policy continues to be that the supervision
conducted by the home country supervision meets international standards. In addition,
the Bank must be able to exchange information with the home country supervisor of
the parent bank so that it can be established that the home country supervision is
adequate and meets international standards and the parent bank meets the regulatory
requirements of the home country.

Basel guidelines on the Supervision of Cross-Border Banking

In accordance with international accepted guidelines, the Bank applies both the earlier
mentioned Minimum Standards and guidelines on the Supervision of Cross-Border
Banking, issued by the Basel Committee on Banking Supervision, e.g., when
evaluating an application for admission. The Bank requires that the applicant's home
country supervisor applies these internationally recognized standards.

4. Procedure

In accordance with section 5 sub 2 of the ordinance, the Bank will make a decision on
the application within thirteen weeks upon receipt of all relevant documents for its
evaluation.

5. Required documents

The following documentations are required for evaluation of the application for a
licence:

1. A business plan for a five-year period, including the projected balance sheets and

income statements.

A (certified) opening balance sheet.

The (draft) articles of incorporation.

The annual reports over the last three fiscal years of the parent company.

A list of correspondent banks.

A list of the prospective managing and supervisory directors including their

resumes.

7. A written statement from the home country supervisor indicating that the parent

company complies with the regulatory requirements of the home country.

A description of the intended administrative organization and internal controls.

9. A list of the prospective ultimate beneficial owner(s) of the credit institution with
a qualifying holding.

Sk wn

©

The Bank maintains the right to request, if deemed necessary, additional information.

6. Existing branches

As credit institutions are required to comply with the requirements of the ordinance
continuously, branches of credit institutions established outside Aruba which already

40



hold a licence, are obliged to meet the requirements set out in this policy rule within
the timeframe set under point 7 below.

A branch of a credit institution established outside Aruba which is unable to meet the
requirements laid down in this policy rule because, e.g., (i) the parent bank, bank
holding company or financial conglomerate does not meet the requirements
mentioned under point 3 above or (ii) the supervision conducted by the supervisory
authorities of the parent bank is not of an adequate level or of a comprehensive
nature, can opt to establish itself in Aruba as a legal entity.

7. Entry into force and transition period

This policy rule will come into force on January 1, 2007.

All (branches of) credit institutions which already hold a licence are obliged to
comply with this policy rule within six months after this policy has come into force.

The policy rule "Admission Policy Credit Institutions in Aruba™ of May 2000 is no
longer applicable as of January 1, 2007.

Oranjestad, August 2006
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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 (@) @ ® 4 period (@) @ ® 4 ®)
2003 January 17.0 99.72 0.87 1988 February & Afl. 4.7 8.400
January 23.0 99.75 0.98 February 5 Afl. 0.6 8.650
April 17.0 99.75 0.96 February 7 Afl. 22 9.250
May 23.0 99.76 0.95
July 17.0 99.67 1.10 1991 February & Afl. 5.0 8.750
July 35.0 99.37 2.62
August 23.0 99.51 173 1993 December & Afl. 16.8 6.625
October 17.0 99.41 1.88 December 5 Afl. 338 7.750
October 23.0 99.42 2.04
1994  February 5 Afl. 5.6 7.875
2004 January 17.0 99.58 1.33
January 23.0 99.43 2.16 1995 April 5 Afl. 30.0 7.875
April 17.0 99.53 2.04 September 5 Afl. 215 7.625
April 23.0 99.44 211
July 17.0 99.52 1.93 1996 June 5] Afl. 5.4 7.625
July 23.0 99.50 1.87 June 7 Afl. 246 8.000
October 17.0 99.53 1.91 September 6 Afl. 27.3 7.875
October 23.0 99.49 221 September 8 Afl. 14.7 8.000
October 10 Afl. 8.7 8.500
2005 January 17.0 99.51 1.95
January 23.0 99.45 2.32 1997 March 8 Afl. 222 8.000
April 17.0 99.49 2.02 June 4 Afl. 10.4 7.625
April 23.0 99.48 1.95 June 9 Afl. 15.4 8.125
July 17.0 99.40 2.35 July 10 Afl. 14.0 8.750
July 23.0 99.24 3.15
October 17.0 99.25 2.99 1998 July 10 Afl. 10.0 8.500
October 23.0 99.22 3.12 November 5 USD 17.9 7.875
December 7 USD 448 8.200
2006 January 17.0 99.11 3.47
January 23.0 99.05 3.89 1999 January 7 USD 26.9 8.090
April 17.0 99.00 3.99
April 23.0 98.94 4.06 2000  April 5 Afl. 30.0 8.250
July 17.0 98.96 421 September 5 USD 35.8 8.680
July 23.0 98.76 5.39 September 7 USD 35.8 8.780
October 17.0 98.78 4.67
October 23.0 98.86 4.46 2001 July 7 USD 37.6 7.870
December 7 usbD 249 7.125
2007 January 17.0 98.92 4.34
January 23.0 98.93 435 2002 September 7 Afl. 30.0 6.250
September 10 usD 53.7 7.375
October 10 USD 62.7 6.190
2003 June 7 Afl. 54.0 6.000
6-month cash loan certificates October 10 USD 98.5 6.710
Date of  Amount Average Yield 2004  April 10 USD 119.9 6.800
issue (Afl. price per  per annum June 12 Afl. 57.5 6.800
million)  Afl. 100 (%) September 7 Afl. 25.2 6.300
December 12 Afl. 34.0 6.700
End of
period 1) ) 3) 4 2005 February 4 Afl. 40.0 6.000
April 6 Afl. 40.0 6.500
September 10 usD 166.5 6.400
2003 June 8.0 99.41 1.06 September 12 Afl. 29.0 6.925
December 8.0 98.93 2.17 December 5 Afl. 40.0 7.000
December 5 Afl. 20.0 7.000
2004 June 8.0 98.87 2.29
December 8.0 98.38 3.30 2006 March 9 Afl. 24.4 7.250
June 12 Afl. 34.3 7.500
2005 June 8.0 98.49 321 August 10 Afl. 75.0 7.500
December 8.0 98.28 3.66 November 12 usbD 92.9 6.550
2006 June 8.0 97.96 4.41
December 8.0 98.46 2.56 * Including loans which are tradable.
= 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: il

(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 has published GDP figures for
1995 up to and including 2002.

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 real GDP is calculated using the change in
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.

Table 1.5 Consumer price indices

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,
ie.,

September 2000 (New index)  100.0
September 2000 (Old index) 118.9

=0.8410

Table 1.8 Utilities

The table Utilities reflect the consumption of
water, electricity and gas. The consumption of
water is excluding sales to Coastal Aruba
N.V., Valero Aruba Refining Co. N.V. and
vessels. Each category is presented on the
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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 1.9 and Table 1.10 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
Special 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 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 (the Bank), 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 and official
foreign exchange holdings are excluded in
order to calculate 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 commercial banks with the
Bank, nor their cash holdings. "Quasi-money"
comprises time and savings deposits with the
commercial banks and the Bank, as 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

Inflow of foreign funds

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

Table 2.4 Foreign assets

Aruba's 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
institution 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 official 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 (previously: Afl.
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450.74) per fine troy ounce. Effective
December 31, 2001, gold is valued on a
quarterly basis at the prevailing market rate.
Changes in 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 institutions

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

Claims on money-creating institutions:
Monetary authorities

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

Other domestic assets
Mainly equipment and miscellaneous items.

Revaluation differences

These are revaluation differences of gold and
official 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 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 and commercial
banks.

(13) Official entities
Includes the post office.

(16) Other financial institutions' deposits

These institutions are banklike financial
institutions, such as mortgage and investment
banks, licensed by the Bank to operate in the
domestic market. Other nonbank financial
institutions, 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 Coins issued

The Government issues coins, which are,
therefore, its liability. The Bank buys the coins
and resells them at face value to the commercial
banks and to the public.
Table 4.1 Commercial banks:
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.
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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 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, among which 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 individuals, excluding
mortgages.

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

(10) Premises
The commercial 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 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 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
commercial loans to economic sectors
according to the third revision 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 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 with the rest of the world. It comprises the
accounts of the Bank, the Treasury (the
government, related only to the issuance of
components of money supply, i.e., coins and
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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.) .

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
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 Bank
comprises all departments, including the
Department of Public Works (DOW),
“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 Bank. 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.

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.ie. (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.

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.
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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 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 grants.

Table 7.3 Government position with the
monetary system

This table covers the government’s financial
position with 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 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 Bank. 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 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, including
the  Refinery, holding accounts with
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, as well as in other
direct investment capital and other investment
capital, respectively.

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
Bank 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 comprice all claims and
liabilities of the Bank vis-a-vis nonresidents.
Changes in the foreign exchange holdings
(excluding revaluation differences of gold and
foreign exchange holdings) cover all claims 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
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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
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 a
f.0.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 well 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 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

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 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 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 nonfinan-
cial assets. Capital transfers cover private
transfers being migrants' transfers, and official
transfers, being payments in connection with
development aid (capital grants).

Financial account

Financial 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 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.

Free-zone sector

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

Other sector

This column contains transactions of the rest of
the economy (excluding the oil and free-zone
sectors), which are settled through the banking
system and accounts held with nonresidents.

Table 8.5 Breakdown of merchandise trade

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

Table 8.6 Official foreign exchange rates
(selling)

The Banks' 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 Bank
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

Jan 1, 1986 1.77 1.79 1.81
May 18, 1987 1.77 1.78 1.80
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