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NETHERLANDS

GDP growth is projected to remain at or just over 2% in 2017-18. Private
consumption growth will stay solid through the projection period, as wage growth picks
up and unemployment declines further. Business and residential investment will
remain strong, both supported by rising confidence.

Accommodative euro area monetary policy will continue to sustain demand. This
projection assumes a neutral fiscal stance. However, available fiscal space should be
utilised to improve inclusiveness and the productive capacity of the economy, which
would help reduce one of the largest current account surpluses in the euro area.
Investment can be sustainably increased by easing strict regulations on housing,
improving the flow of credit to SMEs and by increasing direct fiscal spending on R&D.

The Netherlands, being a major economic hub, benefits significantly from global
and European trade. Stronger domestic demand and increased participation in global
value chains will improve trade growth, boosting productivity and incomes. Continuing
to improve skills, particularly of immigrants and the long-term unemployed, would
improve inclusiveness. Shortening the waiting period for labour market re-integration
services would benefit workers who have been displaced as a result of increased global
and European integration.

Solid growth is underpinned by strong domestic demand

Economic growth has remained firm. Business investment growth has been strong,

reflecting improved business confidence. Residential investment remains robust, on the

back of low interest rates, but large increases in house prices point to a still inadequate

supply provision. Inflation has picked up, reflecting strong domestic demand and rising

energy prices, but remains well below 2%.

Netherlands

1. Price index of existing own homes that are located on Dutch territory and sold to private individuals.
Source: Statistics Netherlands (CBS); and OECD Main Economic Indicators database.

1 2 http://dx.doi.org/10.1787/888933503510
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Fiscal space should be utilised

The very accommodative monetary policy stance in the euro area continues to

underpin the strength in the housing market and business investment. The public finances

are healthy, with public debt on a declining path towards 60% of GDP and the fiscal balance

now in surplus. There is scope for targeted fiscal spending that would improve long-run

potential growth and inclusiveness. Further lowering tax rates on low-income workers and

second earners with young children would reduce inequalities and support women’s

participation in paid work. More direct government funding of R&D, to complement

existing tax incentives for private R&D spending, would enhance long-term growth.

Further reducing mortgage interest tax relief and phasing out lower VAT rates would

provide further fiscal space, whilst improving the efficiency of the tax system and reducing

excess demand in the housing market.

Labour market conditions continue to improve. However, the percentage of workers on

flexible contracts and the number of self-employed keeps rising. Reducing the cap on

severance payments to workers on permanent contracts and addressing tax policies that

incentivise self-employment over salaried employment, such as lower pension

contributions and no requirement to participate in collective disability insurance schemes,

would limit the risk of labour market dualism.

Netherlands: Demand, output and prices

1 2 http://dx.doi.org/10.1787/888933505999

2013 2014 2015 2016 2017 2018

Current prices 
EUR billion 

GDP at market prices  652.8    1.4 2.0 2.1 2.4 2.1 
Private consumption  293.6    0.3 1.8 1.7 1.7 1.7 
Government consumption  170.3    0.3 0.2 1.0 1.7 1.7 
Gross fixed capital formation  117.1    2.3 9.9 4.8 5.5 3.1 
Final domestic demand  581.0    0.7 3.0 2.2 2.5 2.0 
  Stockbuilding1  2.1    0.2 -0.6 0.0 -0.2 0.0 
Total domestic demand  583.1    0.8 2.3 2.2 2.3 2.1 
Exports of goods and services  535.6    4.4 5.0 3.3 3.8 4.3 
Imports of goods and services  465.8    4.2 5.8 3.6 3.8 4.5 
  Net exports1  69.7    0.6 0.0 0.2 0.4 0.3 

Memorandum items
GDP deflator        _ 0.2 0.1 0.9 1.4 1.7 
Harmonised index of consumer prices        _ 0.3 0.2 0.1 1.6 1.6 
Private consumption deflator        _ 0.8 0.0 0.9 2.1 1.6 
Unemployment rate        _ 7.4 6.9 6.0 5.2 5.0 
Household saving ratio, net2        _ 6.3 6.0 5.5 6.6 6.5 
General government financial balance3        _ -2.3 -2.1 0.4 1.1 1.6 
General government gross debt3        _ 81.2 78.1 75.8 73.2 70.2 
General government debt, Maastricht definition3        _ 67.9 65.2 62.3 59.7 56.7 
Current account balance3               _ 8.9 8.8 8.4 9.6 9.8 

1.  Contributions to changes in real GDP, actual amount in the first column.                              
2.  As a percentage of disposable income, including savings in life insurance and pension schemes.   
3.  As a percentage of GDP.            
Source: OECD Economic Outlook 101 database.      

      Percentage changes, volume 
(2010 prices)
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Growth will remain steady

Strong investment growth, particularly in residential property, is projected to continue

to drive GDP growth at a pace of just above 2% per year in 2017 and 2018. Household

consumption growth is projected to remain solid. Inflation will rise to above 2% by the end

of 2018 as economic slack vanishes. The budget is expected to remain in surplus in 2017

and 2018. The current account surplus will remain large despite robust domestic demand

and shrinking natural gas exports.

The main downside risk is the uncertainty surrounding the negotiations and eventual

exit of the United Kingdom from the European Union. The Netherlands is more exposed to

this than other European countries due to its position as a European economic hub, and its

strong trade and financial links with the United Kingdom. Weakness in global trade growth

associated with rising protectionism is also a major downside risk. On the upside, private

consumption could be stronger than projected if households reduce their savings amidst

robust real income growth and rising wealth associated with the rapid growth in house

prices. Reduced global policy uncertainty could lead to stronger-than-expected growth in

business investment and private consumption.




