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Revised GDP data confirms Italian
economic resilience in second quarter

GDP expanded by 0.2%, supported by stronger domestic demand, while
net exports acted as a drag. We expect a similar expansion in the third
quarter, but the energy-driven acceleration in inflation increases the risk
of a consumption disappointment

GDP growth confirmed at 0.2% in second quarter, driven by
domestic demand

Preliminary GDP data for the second quarter had suggested that the Italian economy was
proving surprisingly resilient to geopolitical developments and their impact on energy prices.
Revised data, released today by Istat, confirms this was indeed the case, shedding additional
light on the demand details. Italian GDP expanded by 0.2% in the second quarter (from 0.3% in
the first) driven by domestic demand. Household consumption and inventory accumulation
contributed 0.2% to quarterly growth, followed by gross fixed investments (0.1% contribution),
while net exports subtracted 0.3% as imports expanded faster than exports.
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Services consumption in the lead, followed by durables

The consumption push came mainly from services, followed by durables, with the non-durable
component coming in growth-neutral. Here, the good news is that consumption held up
despite a temporary deterioration in real disposable income resulting from the acceleration in
energy-related inflation. Consolidating gains on the employment front and their impact on
confidence seemingly acted as a powerful hedge.

Infrastructure investment still powered ahead, as the deadline
to recovery plan approached

On the investment front there was a clear push from infrastructure investments, very likely
reflecting a final rush as the official deadline for the recovery plan approached. This more than
compensated for the contraction in the residential component, which was still burdened by
the reduction in tax incentives. The soft machinery and weapons components likely reflected a
combination of a very gradual turnaround in manufacturing and delayed decisions on the
government side to tap dedicated European SAFE funds. The gain in intellectual property
products investment suggests that the Italian economy is also taking advantage of the Al-
related global investment wave, but so far with a limited contribution to GDP growth.

We expect a similar pattern in the third quarter, but short-term
inflation risks linger

Looking ahead, confidence indicators for July and August and still resilient employment
suggest that the economic expansion might continue at a similar pace and with a similar
pattern over the third quarter. This is not immune to risk, though, primarily linked to the
potential impact on consumption of accelerating inflation. August inflation data, also released
today, showed that the energy component is still a powerful driver. It pushed headline inflation
up to 3.3% (from 2.9% in July), while the core measure decelerated slightly to 1.5% (from
1.6%). For the time being, consumers are not perceiving a high inflation risk ahead, but some
prudence in consumption behaviour seems likely if price pressures persist.

Allin all, after today’s data releases, we confirm our base case call for both average GDP
growth at 0.9% and average inflation at 2.7% in 2026.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (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 requlation 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 BRO00341) 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 www.ing.com.
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