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THINK economic and financial analysis

A bright future ahead for Dutch IT
services

Demand for cybersecurity services is on the rise - and with it the
growth of the Dutch IT service sector. Labour shortages and rising
wages are proving a major challenge, but businesses appear to remain
optimistic. Could artificial intelligence offer a magic fix?

The slower pace of the
Dutch economuy,
persisting labour
shortages and rising
wages all present
major challenges to the
growth of the sector
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A promising outlook

The Dutch IT services sector is expected to grow by 4.5% in 2023 and 2.5% in 2024. Despite

a slightly lower growth rate than in both 2021 and 2022 (during which the Covid-19 pandemic led
to the rapid adoption of digital products and services) the sector still shows strong growth
compared to GDP. Growth is largely driven by the continued demand for cybersecurity services, as
well as the need for automation and the outsourcing of IT services and infrastructure such as off-
premise data centres.

According to research firms such as IDC and Gartner, Western European companies are planning
to increase their spending on IT services by 5% to 8%, and Canalys expects spending on cloud
infrastructure to increase by 19% in 2023. Dutch IT service providers benefit from these trends, as
the Netherlands plays a crucial role in the European cloud infrastructure.
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We expect the sector to show continued growth through the
remainder of this year and into 2024

However, the sector isn't growing without restrictions - namely, the slower pace of the Dutch
economy, persisting labour shortages and rising wages. There was even a moment when the
Dutch IT sector appeared to shrink in the first quarter of 2023 due to declining demand for IT
equipment. After revisions by CBS, however, it has become evident that the sector is at

least experiencing modest growth. In short, we expect it to continue growing through the
remainder of this year and into 2024.

Continued growth for IT services
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The labour shortage challenge persists

The percentage of companies experiencing staff shortages as the biggest challenge to further
growth remains high. In the second quarter of 2023, a staggering 42% of entrepreneurs stated
that the labour shortage was the primary obstacle to growth. While slightly lower than the peak in
the third quarter of 2022 (46%), finding skilled workers remains a structural challenge in the IT
sector.

Most IT entrepreneurs still remain optimistic about the future, with a large majority (88%)
expecting to either maintain or increase their investments this year. Nonetheless, the percentage
of entrepreneurs experiencing insufficient demand as the main growth impediment increased by
4% to 13% for all companies. On the other hand, 85% of the sector's businesses

saw improvements or increased stability in profitability in the second quarter of 2023.
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43% of entrepreneurs cite ongoing labour shortages as the
primary obstacle to growth

Percentage of IT companies that sees labour shortage as biggest challenge to growth
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Could Al be the magic fix?

Given the severe labour shortage, it is not surprising that the number of job vacancies in the TMT
sector remains high. The number of open vacancies increased slightly by approximately 300 in the
first quarter of 2023, and we're seeing a particular shortage of developers.

Al provides opportunities to overcome the labour shortage, but it
does not offer an immediate solution

Several IT service providers are now discussing whether a portion of this shortage can be
addressed in the future through the use of artificial intelligence. Generative Al, for example, is
already capable of writing code. Al provides opportunities to overcome the labour shortage, but it
does not offer an immediate solution. There is still a lot of uncertainty regarding the reliability and
safety of Al applications, including issues of liability in case of failures. Additionally, there is a risk
that employees may not understand the code being generated, which could lead to excessive
dependence on Al.
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Number of vacancies in TMT sector remains high

Number of vacancies in the Dutch TMT sector (x1000)
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.
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