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The Netherlands exits its shallow
recession

The Dutch economy expanded in the fourth quarter of 2023, and the
technical recession in the Netherlands has now come to an end. GDP
grew 0.3% quarter-on-quarter, in line with forecasts. The expansion
was driven by private consumption, while public consumption and
exports also saw improvements

Overall, we expect
consumption to be the
main growth driver in
the Netherlands this
year
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Purchasing consumer as the driving force

Household consumption expanded significantly (+1.8% QoQ seasonally adjusted) after three
quarters of decline, on the back of a high contractual wage increase of 6.9% year-on-year. It
provided by far the largest contribution of 0.8ppt to GDP growth in the fourth quarter. Dutch
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households purchased more domestically and abroad, contributing to the increase in imports.
There were more purchases of durable goods and especially of services within the Netherlands,
while growth in domestic consumption of food and beverages stagnated.

Government consumption rose as well, albeit at a slower pace (0.4%) than in previous
quarters. Employment also increased, especially in public administration and education.

Like private consumption, Dutch international trade also showed the first signs of a turnaround. It
expanded mildly after three contractionary quarters, but the net contribution of the trade balance
(exports minus imports) to the GDP was close to zero due to a similar increase in imports. The
positive trade developments were only visible in goods trade, as service exports and imports
contracted. Foreign consumers bought more in the Netherlands, contributing to a rise in exports in
the fourth quarter.

As expected, investment contracted for the second quarter in a row, falling by a significant 2.1%
compared to the third quarter. There were fewer purchases of transport equipment, but the
contraction was more broad-based and investment in machinery, software, housing and
commercial buildings also contracted. Only investment in ICT equipment and research and
development (R&D) rose. Because businesses still considered inventories as “too large”, an
inventory reduction also put a drag on total investment growth and thereby on GDP growth. This
also included a reduction in the storage of gas. Looking forward, we expect this investment to
contract further during 2024, as higher financing costs will have a delayed negative effect on the
cost of capacity expansion.

Signs of growth finally emerge for manufacturing

Among Dutch industries, especially within recreation and culture, agriculture, fishery and
manufacturing all expanded. The return of growth in manufacturing is significant since it follows
five contractionary quarters caused by high energy prices and weak global trade. The semi-public
sector (government, education and health), real estate and business services also improved. Not
all was positive, though; mining and quarrying (i.e., oil and gas, related to the closure of the
Groningen gas field), the energy supply sector, water and waste, financial services and
construction all showed a contraction of value added. Looking at subsectors within manufacturing,
the picture is still very mixed as well. Sectors producing investment goods, such as machinery,
electronics, and transport equipment, remained in contraction territory.

Outlook of continuing nonbuoyant growth for 2024

The outturn for the fourth quarter of 2023 was very much in line with our forecast of 0.2%,
both quantitatively and in terms of underlying drivers. As a result, the outcome will not
change our view on developments in 2024. Because of revisions in previous quarters and
statistical carry-over effects, it looks like the Dutch economy is heading for around 1%
growth in 2024. This is still below the long-term growth potential. While investment will
remain a drag, the main growth driver will be consumption. This includes public
consumption, despite the fact that a new government hasn't yet been formed yet following
the November 2023 parliamentary elections, as aging and policy paths initiated by the
previous government are still causing higher spending.
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