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The Netherlands in 2021: More positive
about recovery despite second-dip

The Dutch economy is forecast to grow by 2.6% in 2021 in our base
case scenario, reaching 99% of its pre-covid size by the end of next
year. A second GDP dip by the end of 2020 due to a flare-up of
Covid-19 and reinstated social distancing measures will weigh on the
recovery early into 2021, but fiscal support remains and prospects
for virus containment improve

Second wave holds back recovery, but it's less severe

While the Dutch GDP was -9.9% lower in the second quarter of 2020 than in 4Q19, it jumped back
to -3.0% in the third quarter. This better-than-expected recovery was halted by the second
Covid-19-outbreak that started in September. Gradually, the Dutch government reinstated social
distancing measures, but less strict than the lockdowns seen in the spring but bars, restaurants,
theatres, cinemas and museums are closed again, while schools, gyms, hair salons are now open.

Since businesses are better prepared and policies are less strict, we project the fall in GDP in 4Q120
(-2.0% QoQ) to be much less severe than in 2Q20. For the full year, we forecast GDP to be 4.3%
lower than in 2019. While this is an unprecedented hit to the economuy, it is not as bad as we had
foreseen initially, despite a second partial lockdown. The most important reason is that the third
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quarter has shown a surprisingly strong rebound, probably on the back of a generous government
support package. Breaking with austerity has helped to soften the impact of covid-19 on the Dutch
economy.

Government continues to support the economy

In mid-October, the Dutch government announced additional stimulus and the extension of some
existing support measures, notably some guarantees. This amounts to €0.5 billion (0.1% GDP),
which is minor from a macro-economic perspective. This comes on top of the third package, which
kicked off on 1 October and roughly mirrors the extension of the main support instruments, such
as wage subsidies, benefits for self-employed and compensation for fixed costs, until mid-2021.

The government recently stressed that these support instruments automatically fluctuate with
firms' turnover and that it stands ready to spend these higher amounts when such turnovers go
down in 4Q20. We estimate total spending on support measures in 4Q20 to amount to about 1%
of annual GDP.

Weak start for 2021 as social distancing measures are lessened
only gradually

It's assumed that European governments will be more careful with a gradual unwinding of anti-
coronavirus measures during the second wave so we expect subdued growth in the first quarter of
2021, which should accelerate in the second quarter. We should see more testing in the
Netherlands, while the start of the vaccination programme will be made available in the first half
of the year.

Since achieving broad immunity takes time, 2021 will be a year in which the economic recovery
will still be held back. Investment, in particular, is forecast to suffer from the uncertain outlook that
hinges so much on the development of the virus, being only back at 95% of pre-Coved levels by
the end of 2021. Merchandise exports are forecast to have fully recovered by then, while
consumption is expected to still lag by 1%. GDP could be 2.6% higher in 2021 than in 2020,
reaching 99% of the pre-covid size by the end of the year. The uncertainty remains high, and
growth may also be slower.

But for once, risks seem tilted to the upside: vaccination, mass testing and better treatment
options may all come together and allow for a surprisingly rapid full opening of the economuy.
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Slower investment hampers the recovery
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Big yet only partial rebound for hospitality and transportation

Hospitality, transport (notably aviation and public transport) and services (mostly the travel
industry and staffing) faced the biggest decline in 2020. These sectors will also show the highest
growth in 2021, although they will not fully recover. For the hospitality sector, we expect growth of
40% in 2021, after a 40% decline in 2020. Higher unemployment will dampen consumer spending
in hotels, restaurants and bars, while the return of foreign tourists will be uncertain and dependent
on virus developments.

In contrast to other industries, retail expanded in 2020, when mainly DIY-stores and online shops
benefitted from the coronavirus crisis. Here we expect only limited growth for 2021. Online
shopping increased the demand for parcel delivery. Other business service providers, such as civil-
law notaries, accountants and consultants, were only mildly affected. While demand for some
services is lower, working from home will continue in 2021.

The demand for temporary workers is expected to pick up again in the course of next year.
Companies will often hire temporary workers first when they start growing again. Industrial
production should show a modest recovery of 2% in 2021 since exports will go up and supply
chains (from Asia) remain intact in contrast to early 2020. The construction industry is the only
sector for which we project a decrease in production in 2021. It is often hit late in the economic
cycle due to long project lead times.
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High growth in many sectors in 2021 but 2019 levels not
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The Dutch economy in a nutshell

2019
GDP 1.7
Private consumption 15
Investment 4.6
Government consumption 16
Net trade contribution (%-point) -0.1
Headline CPI 2.6
Unemployment rate (%) 34
Budget balance (% of GDP)* 1.7
Government debt (% of GDP)* 48.7

2021

2020F 2021F 2022F
-4.3 2.6 2.5
-6.7 2.6 2.6
-5.0 -1.0 3.2
-0.4 3.8 1.4
-0.2 0.8 0.4
13 1.4 1.1
4.1 5.6 49
-8.4 -5.5 -4.1
59.9 62.6 64.8

Source: Macrobond, all forecasts ING estimates. *Fiscal projection deviate from official forecasts by the
Netherlands Bureau of Economic Policy Analysis (CPB) i.a. due to differing views on the output gap.
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(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 BR0O00341) 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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