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Executive Summary: The Macroeconomic Context

The Dutch economy continues to demonstrate resilience, characterized by moderate GDP growth
projected at 1.3% for 2026. This stability persists despite significant geopolitical uncertainty and a
shift in international trade dynamics, including a projected 10% US tariff on goods from non-China
jurisdictions. While domestic demand—fueled by strong real wage growth of 1.5% and increased
household consumption—-remains a primary driver of activity, the fiscal landscape is shifting.

The government deficit is projected to increase to 2.7% of GDP in 2026, up from 2.1% in 2025.
This rising deficit is not merely a product of cyclical fluctuations but reflects a structural trend where



public expenditure, particularly in healthcare, social security, and defense, is outstripping revenue
growth.

1. Structural Tax Base Redistribution

The transition from a production-and-export-oriented tax model to one increasingly aligned with
market jurisdictions is becoming a measurable constraint on the Dutch tax base.

* Revenue Normalization: Government revenues are currently keeping pace with GDP growth, but
the "public burden ratio" is expected to face downward pressure as specific tax pools normalize.

* Corporate Tax Compression: While corporate taxes have historically been a robust pillar, they
are expected to account for a decreasing proportion of GDP toward 2030. This aligns with the
global shift toward market-based profit allocation, which redirects taxable income from hubs like
the Netherlands to end-consumer markets.

* Leakage and Reallocation: The implementation of international frameworks (such as global
minimum taxation) is gradually compressing mobile profit pools that were once central to the Dutch
fiscal architecture.

2. Fiscal Pressures and the Consumption Pivot

As the international tax system evolves, the Netherlands is experiencing a "tax base realignment"
where the sustainability of the fiscal system increasingly relies on domestic activity.

* Domestic Consumption as a Fiscal Buffer: In 2025 and 2026, strong domestic demand and
government spending are the primary engines of growth. Household consumption is projected to
grow by 2.2% in 2026, supported by collective wage growth of 4.2%.

* Expenditure Growth: Public spending is rising faster than revenues. Key drivers include:
* Healthcare and Aging: Structural increases due to population aging.

* Defense: Increased budgetary allocations, including a one-off €8 billion for military pension
system overhauls in 2026.

* Interest Payments: Rising costs as older low-interest debt is refinanced at current market rates.

3. Strategic Outlook: Resilience in a Post-BEPS Environment



The Netherlands is repositioning from a global allocation hub to a jurisdiction focused on "long-
term earning capacity". To sustain resilience, the focus is shifting toward:

* Investment-Driven Policy: Addressing challenges like the energy transition and labor shortages
requires moving beyond consumption-geared policy toward one that drives structural investment.

* Tax Capacity Normalization: Expecting a stabilization of the tax base rather than exponential
growth, as fiscal sovereignty becomes more tightly bound to real economic activity and substance
requirements.

* Debt Management: With persistent deficits, public debt is projected to reach 50% of GDP by
2030, necessitating clearer policy choices to stay within evolving EU budgetary frameworks.

Conclusion

The 2026 outlook confirms that while the Netherlands remains economically stable, the era of
“frictionless" tax base expansion is yielding to a more constrained, market-aligned reality.
Sustaining the current standard of public services will require a strategic recalibration of how the
state generates revenue in an environment where taxation follows the consumer.
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