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NETHERLANDS 

Credit Risk Rating: 2 

Bias: Stable 

 
INTERNAL 
FINANCIAL 
 

Despite its particular vulnerability to external shocks (q.v., below) the economy has weathered the 

global economic crisis better than many other countries in Europe. After growing by 1.9% in 2008 it 

contracted by 4.0% in 2009, and it is estimated to have gained by 1.8% in 2010. Unemployment is at 

about 4.5%, among the lowest rates in the European Union. Even though economic growth is projected 

to stay relatively subdued over the medium-term, joblessness is forecast to decline gradually from 

present levels. While corporate balance sheets have been recovering, however and bankruptcies among 

companies have been declining, households remain heavily indebted and this will act as a damper on 

consumer demand for some time to come.  House prices in Holland did not rise as much as in other EU 

states and have, therefore, not fallen as much. 

 

EXTERNAL 
FINANCIAL: 
 

Holland does not have, and will not have, reason for concern about its external accounts, which have 

been substantially in surplus thanks at least in part to the country’s natural gas resources. Since the 

country, in addition, uses the euro as its currency, BoP questions rarely come up in official policy 

debates. Because of its strong trade and financial linkages to the rest of the world, however, Holland has 

proven to be particularly vulnerable to the global credit and economic crisis. 

 

 

 

 

POLITICAL: 

 



Prime Minister Mark Rutte’s governing bloc of Liberals along with Christian Democrats and support from 

the Freedom Party did not gain a majority of the votes in the March 2 provincial elections. The provinces 

will vote on May 23 to select members of the Upper House of Parliament, which has to approve all 

legislation passed by the Lower Chamber. In effect, this means that the Cabinet will have to adjust its 

policies to accommodate demands of the opposition. The country has a governing coalition of the 

Center-Right that is for the first time since WWII an administration without a parliamentary majority. It 

has the liberal VVD party, which won the most votes in last year’s June 9 elections, join forces with the 

Centrist Christian Democrats (CDA), but this alliance controls only 52 MPs in the 150-seat legislature. It 

must, therefore, rely  on backbench support from the far-Right Freedom party  (PVV) and its 

controversial leader, Geert Wilders. Even so, it has a majority of only one. The structure is fragile since it 

is based on the belief that the economy needs emergency treatment centered on tax cuts and benefit 

reductions and these aims, supported by the VVD and CDA, are otherwise backed only by Mr. Wilders’ 

party. The political Left has accused the leader of the CDA, Verhagen, of abandoning principles by 

accepting Mr. Wilders, and similar comments can be heard from within the CDA. 

 

CURRENCY: 

 

Holland uses the euro as its currency, and this protects the country against serious volatility as the bulk 

of its exports is destined for European markets. 

 

REGULATORY: 

 

The Dutch government had to spend quite a bit of money to provide capital support to banks and 

insurance companies during the global crisis, as few large financial institutions survived without 

substantial state support. State ownership or participation in the system is now extensive and four of 

the five largest financial groups are subject to restructuring programs, as required by the Dutch 

authorities and the European Commission. Nonetheless, the Dutch financial sector supervisory model is 

being studied closely in many countries. Prudential oversight of all financial institutions, from banks and 

insurance companies to pension funds and securities firms, is being exercised by a single authority, the 

Netherlands Central Bank (DNB). 

 

 

CREDIT 
INSURANCE: 
 



Available in North America and in Europe from government and private organizations on all 

transactions. There are no special conditions. Very few European or North American exporters feel a 

need to take out cover. 

 

TRADING 
TERMS: 
 

Drafts or bills of exchange are not used very frequently in Holland, since they are taken to imply that the 

supplier does not trust the customer. Checks are not often used as means of payment because issuing 

an uncovered check is not a criminal offense and the bank charges to be born by the recipient of a 

bounced check tend to be high. By far the most common means of payment is a bank transfer 

(bankgiro). Generally, very liberal terms are the norm in the Netherlands, and most exporters on both 

sides of the Atlantic use them. The payment performance of Dutch importers remains exemplary. 

Shippers insisting on secure terms (L/C or even drafts) risk losing sales. Less lenient terms are only 

acceptable to Dutch importers if the final destination of the merchandise is a third country rather than 

Holland. At that, even in a country like the Netherlands, having an initial credit check on a new customer 

can't hurt. 

 

Assessing Export Credit Risk 

 

In our Country Risk Alert we seek to gauge the country risks in trade transactions, 

i.e., all country-specific circumstances that may impair prompt payment in hard 

currency by an exporter's customer abroad. Since such transactions are typically 

settled within one year, our assessment is fairly short-term. The variables we 

screen for the purpose are broadly broken down into three categories - 

socio-political factors, domestic economic factors, and external accounts factors. 

The 11 socio-political factors, the 15 domestic economic factors and the 15 

external accounts factors are the same for all countries, but each category also has 

one country-specific factor that can change over time.  

 

Since assessing short-term export credit risk is quite different from, say, evaluating 

the long-term risk involved in a brick-&-mortar investment, we weight each of the 

factors and change these weights depending on what type of risk we are looking at. 



For the purposes of the Alert, especially heavy weights are being given to such 

variables as the country's reserves, access to foreign loans, current-account balance 

of payments trends, prospects for short-term capital flows, restrictions on capital 

flows and the stability of the government, while factors such as risk of 

nationalization, government ownership of economic entities, GNP growth, fiscal 

policy etc. receive relatively lesser weightings.  

 

Explanation of Credit Ratings: 

 

Please note: With our grading system (1 = best, 10 = worst) we seek to give only 

an indication, since terms of sale and the question of whether an exporter will be 

paid depend also on a number of factors outside the realm of what we are aware of, 

such as the specific customer, the types of goods that are being sold (for instance, 

how urgently the importing country needs them), and the exporting company's risk 

tolerance. 

 

1-2 The country has excellent external and internal conditions. If a customer is 

able and willing to pay on time in local currency, there are no difficulties with 

remittances. The banking system is good and reliable.  Local payment morality 

tends to be excellent. 

 

3-4 There are some internal difficulties - e.g., high interest rates, tight credit, a 

high bankruptcy rate against the backdrop of more general economic problems, 

and/or a local banking system that is experiencing problems that could affect 

payment. Customer screening and due diligence should be performed with more 

than routine thoroughness. There are, however, no restrictions on outbound 

remittances, nor are any expected to be introduced. The country's international 

liquidity position is good and FX payments pose no problem. 

 



5-6 Domestic economic difficulties in the importing country are fairly severe 

and/or there is some risk of international liquidity problems and/or socio-political 

instability threatens to trigger abrupt changes. Sales on open account are not 

necessarily to be ruled out if the customer is good and of long standing, but with 

new and untested accounts exporters would do better to sell on draft terms or even 

L/C to make sure that they have the necessary documentation if payment obstacles 

crop up. Suppliers should also look at the possibility (cost) of insurance. 

 

7-8 Payment restrictions exist or are threatened. Domestic economic conditions 

are difficult. The country's international liquidity position is impaired or at least 

jeopardized by serious risk factors. Exporters are advised to use secured terms 

and/or insurance. Local payment morality is well below par. The local banking 

system is either traditionally bad or currently in trouble. Banks need to be 

researched as carefully as customers. 

 

9-10 There are existing, severe payments problems or the country is on the brink 

of tumbling into such difficulties. Foreign exchange availability is limited by 

regulation and/or general shortage. Local economic conditions are dismal. Secured 

terms and/or insurance are essential. In some cases, exporters should insist on 

payment in advance or even consider a suspension of shipments. 

 

In addition to the above ratings, Rundt also assigns a “bias” to the rating:  neutral, 

positive or negative.  This simply means that their next revision of the country 

rating is likely to go in the indicated direction. 

 

 


