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The national statistics agency confirmed that the French economy got off to a 

good start in 2016. The carry-over for growth already stands at 1% at end-Q1. A 

GDP increase of 0.3% per quarter would now be enough for the official target of 

1.5% to be reached. We still think that this figure can be exceeded. The potential 

for an acceleration in GDP growth is mainly offered by investment spending. For 

equipment, the recovery has been well under way for the past two years and 

continues to be underpinned by the rise in bank lending. For residential property, 

we can see signs of stabilisation, suggesting that the recession that started eight 

years ago has come to an end. 

The fortnight’s focus 

In the past two years, the recovery of the French economy stemmed mainly from the 
rebound in household consumption which came on top of the near-unchanging base of 
government consumption. GDP was dented by foreign trade since imports were 
stimulated by domestic demand (see Focus-France of 20 January 2016: "What do 
robust French import levels tell us?"). Investment spending has had mixed fortunes. It 
rebounded among companies - to the extent that it has finally exceeded pre-crisis 
levels. But it contracted in the public sector due to the efforts for curbing the deficit, and 
also among households because of uncertainty in the housing sector (lhs chart). 
 

Disposable income for households could be buoyed over the next few quarters by the 
onset of an improvement in the labour market. Inflation is set to remain low and lending 
terms have eased. There is every reason to expect household consumption to remain 
robust. However, given the rates already achieved (around 2% per year), a sharp drop 
in the savings rate would be needed to justify an acceleration. There is no guarantee 
that the tax cuts promised just before the elections will be enough to dispel concerns 
about the longer term (pensions and government debt).  
 

Investment harbours greater scope for an acceleration in GDP growth. The strength of 
lending and the extension of the special tax arrangements for additional depreciation 
are likely to consolidate spending on equipment. This missing link is construction, but 
we can now see some signs of stabilisation. For the second quarter in a row, 
investment in construction was broadly stable. Confidence in this sector, albeit low, 
rallied a little in recent months, while housing starts have returned to an uptrend. There 
is still an enormous gap to be bridged in terms of housing requirements (rhs chart), 
which could lift growth by several tenths of a point over the next few years. 
 

France: investment spending France: housing starts vs population 

  
Sources: Thomson Reuters, Oddo Securities 
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The fortnight’s economic newsflow 

  
 The initial estimate of the national accounts indicates real GDP growth of 0.5% for Q1 

2016, i.e. a tenth more than forecast by the consensus, INSEE or the Banque de 

France. Unsurprisingly, consumer spending rebounded sharply, reflecting on the one 
hand, a catch-up after the terrorist attacks in Q4 2015 and, on the other hand, robust 
growth in disposable income. The savings rate is not yet known (15.9% at end-2015, 
its highest level in five years) but a contraction would not be surprising as the labour 
market is no longer deteriorating. The good news is that corporate investment has 
accentuated its recovery initiated two years ago (see p.1).  

 

 The number of full-time unemployed declined by 1.7% in March. Since mid-2015, this 

series has swung erratically between ups and downs. All told, the number of 
unemployed has stabilised at a high level slightly above 3.5 million. Upon closer 
inspection, this decline (-60k) is partly offset by an increase in unemployed with a 
part-time activity (+51k). The training plan for jobseekers announced last January is 
still in the preparatory stages and cannot explain this switch between categories of 
unemployed. We can interpret this as a thaw on recruitment, which has in the past 
resulted in a pick-up in temporary employment or short-term job contracts. According 
to INSEE, temporary staffing posted growth of 9.4% year-on-year in Q4 2015 and, 
according to the specialist website Prism’emploi, this positive trend continued apace 
in Q1 2016. It is too soon to detect a downturn in unemployment but Q1 data reflects 
the sharpest fall since 2008 and appears to be pointing in this direction. 

 In March, bank loans increased by 4.3% year-on-year for non-financial companies 

and by 3.8% for households, confirming the upturn initiated mid-2014 (see Focus-
France 6 April 2016: “France: bank loans are flourishing”). 

 The European Commission published its updated economic forecasts on 3 May. 

Compared with February, the revisions were non-existent or minimal. The EC 
forecasts a 1.3% increase in real GDP in 2016, as does the consensus. But the good 
Q1 2016 figures (published after the CE report had been written), lends weight to our 
more optimistic view (1.6%). From a cyclical viewpoint, this could help to reduce the 
public deficit more quickly than expected by Brussels. A government deficit of below 
3% of GDP in 2017 is not out of reach.  

 
  

Forthcoming events 
  

 The examination of the "Labour bill" by the National Assembly began on 3 May. 

According to the rapporteur of the law, the government lacks 40 votes for a positive 
outcome. This leaves the government with two options: further amendments to the 
draft bill to win around the more rebellious fraction of its majority or to invoke article 
49.3, meaning that the law could be adopted without a vote - as was the case for the 
“Macron bill” last year. This is therefore a political decision that will be taken over the 
coming weeks, at a time when tensions between Messrs. Hollande (president), Valls 
(PM) and Macron (Economic Minister) are rising in the run up to the next presidential 
election. In order to be a candidate (a very likely scenario), François Hollande must 
reunify his camp, and therefore first satisfy the demands of the left wing of the 
socialist party. This has been shown by the amendments made to the “Labour bill” as 
well as a number of recent measures: increase in teachers' wages, a promise to 
lower taxes for low-income households, criticism of the TAFTA... 

 

2012 2013 2014 2015 2016

Q1 Q2 Q3 Q4 Q1 (carry-over)

Weight y/y%

Real GDP 100.0 0.7 0.0 0.4 0.3 0.5 0.2 0.7 0.2 1.2 1.0

Household consumption 53.4 0.6 0.0 0.4 -0.1 1.2 -0.2 0.5 0.6 1.4 1.3

Household investment 4.5 -0.5 -0.9 -0.5 -0.9 -0.2 -2.1 -1.5 -5.3 -2.7 -1.4

Business investment 12.4 0.9 0.5 0.4 1.0 1.6 -0.1 0.8 2.0 2.1 2.8

Government consumption 24.6 0.2 0.3 0.4 0.5 0.4 1.6 1.7 1.5 1.5 1.1

Final demand (contribution, %pt) - 0.5 0.1 0.4 0.2 1.0 0.1 0.8 0.5 1.2 1.3

Inventories  (contribution, %pt) - 0.3 -0.4 0.7 0.5 -0.2 -0.6 -0.2 0.2 0.2 0.4

Net exports (contribution, %pt) - -0.1 0.3 -0.6 -0.4 -0.2 0.7 0.1 -0.5 -0.2 -0.7

y/y%

2015

q/q%

2016

q/q%

(revisions from November 15 in brackets)

Real GDP growth (y/y %) 1.2 (+0.1) 1.3 (-) 1.7 (-)

HICP inflation (y/y %) 0.1 (-) 0.1 (-0.5) 1.0 (-0.3)

Government balance (% GDP) -3.5 (+0.2) -3.4 (-) -3.2 (-)

Cyclically-adjusted government balance (% GDP) -2.4 (+0.2) -2.5 (-) -2.7 (-0.1)

European Commission - May 2016 forecasts on France

2015 2016e 2017e
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Appendix chart: business climate, confidence, households 

Confidence indicators Business climate 

  

PMI-manufacturing survey PMI services survey 

  

Consumer confidence Jobless claims 

  

Household spending Vehicle sales 

  
Sources : Thomson Reuters, Markit, Oddo Securities 

Expansion

Index Apr. Mar. Feb. 2008-09 1992-930 0 0

PMI manufacturing 48.0 49.6 50.2 52.2 42.6 -

PMI services (output) 50.6 49.9 49.2 56.0 46.8 -

PMI composite (output) 50.2 50.0 49.3 55.1 44.9 -

INSEE manufacturing 105 102 103 102.6 85.5 82.5

INSEE services 98 99 100 102.8 84.9 85.5

INSEE construction 94 92 92 103.1 101.1 83.6

INSEE retail sector 102 104 101 101.6 88.5 86.7

INSEE wholesale sector - 102 101 101.7 85.7 87.6

INSEE consumer conf. 94 94 95 101.5 84.7 100.7

BdF manufacturing - 99 98 103.5 79.8 85.7

BdF services - 96 96 102.0 91.3 83.9Dec Dec Dec

*from Q2 2008 to Q2 2009; and from Q2 1992 to Q2 1993

Current
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Appendix chart: activity, inflation, credit, finances 

Industrial output Real GDP 

  

Headline and core inflation Trades of goods 

  

Private sector credit Credit conditions for businesses 

  

Bank refinancing at the ECB Government budget 

  
Sources : Thomson Reuters, AFTE, Oddo Securities 
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