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GDP growth forecasts remain positive even with elevated and sticky
inflation

The GDP forecast has been revised slight

QOwnward, as inflation remains_ e_I(_avated and Market Fundamentals

is expected to drop slower than initially

thought. In Q1, GDP for 2023 was forecasted GDP (% y-o-y change) 0.7% (2023)

to grow by 1.2% but has now been revised CPI (% y-o-y change) 5.7% (June 2023)
slightly downward by Oxford Economics to Unemployment rate 3.5% (June 2023)

0.7%. GDP growth in 2024 has also been
reduced from 1.8% to 1.4%. The industrial,

construction and manufacturing sectors have Figure 1: GDP growth
all dropped sharply in Q2, dragging down the
GDP forecast. Construction has been hit 6.0%
by falling house prices, and this is 4.0%
expected to continue through the end of the
year, as house prices will likely fall further. 2.0% I I | | I I 1 I I I [ ‘ |
Conversely, private consumption is expected 0.0% = - | 1 o
to grow and thus keep the GDP growth 2.0% |
positive. |
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After a relatively long period of improving B0 @ 10O 0 O Nt DO DO Oyt
(though still negative) consumer sentiment, a CEEEEEEEArddrdddddddNNNNN
reversal was seen over Q2. Consumer
. . Source: Oxford Economics
confidence dropped in both May and June,
albeit a small drop to the same level
witnessed in March this year. The elevated Figure 2: Consumer-and producer confidence
and persistent inflation have led to tighter 0 14
financial conditions for many, even with the 10 /\"\ 12
witnessed wage increases, causing 20 10
consumer confidence to fall. 30 8
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Producer confidence fell sharply over Q2, -60 2
reaching 1.0 in June, the lowest level since -70 0
February 2021. The drop in confidence is due 253883253 8Z8¢82%35
to doubts over expected activity in the 2022 2023
coming months and further decreases in
orders already witness is May and June. e Consumer confidence (LA) Producer confidence (RA)
Source: CBS
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Balancing act for the ECB

There are positive signs in the economy as
inflation is dropping across the EU. In the
Netherlands, falls in transport and energy
costs helped bring down inflation, while food
and core inflation also slowed, though both
remain very elevated.

The ECB has just announced another 25-bps
rate hike to 3.75%, given that inflation remains
stubbornly elevated across the EU. Whether
or not an additional hike of 25 bps will occur
remains unknown, as the ECB must try to
balance inflation with fears of a recession.

5.7%

June inflation:

Though inflation continued to fall, it remains
elevated beyond the ECB'’s target level,
reaching 5.7% in June, thanks to slowdowns
across most indicators. However, food and
core inflation remain stubbornly high. The
target inflation level of 2.0% remains unlikely
to be reached by the end of this year. Core
inflation, excluding energy and motor fuels,
has remained sticky and currently is at 6.1%,
dropping from 6.9% in May.

Figure 3: Unemployment
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Source: Oxford Economics

Figure 4: Netherlands inflation and forecasts (y-0-y)
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Source: Consensus Forecast, April 2023

3.5%

June unemployment:

The labor market remains a bright spot within
the unsteady economy. The unemployment
rate has again remained consistent at 3.5%,
similar to the previous 5 months of the year.
The number of unemployed persons
decreased each month from April to June by
approx. 1,000 persons. The labor force
continued to grow this period, with 6,000
persons on average joining the workforce per
month.
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Data within this report is based on material/sources such

as Brainbay (NVM-data), Real Capital Analytics, Locatus, Oxford
Economics and multiple digital channels that are deemed to be reliable
and has not been independently verified by JLL. JLL makes no
representations or warranties as to the accuracy, completeness or
suitability of the whole or any part of the report which has been produced
solely as a general guide and does not constitute advice. No part of this
publication may be reproduced or transmitted in any form or by any means
without prior written consent of JLL. JLL, its officers, employees shall not
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