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France’s super strong labour market gives
the green light to economic recovery

All indicators are flashing green for the French labour market. This will
support the recovery in the coming months, but will also lead to
higher inflation

All indicators are
flashing green for the
French labour market

2021, a record year for the labour market

The labour market statistics published today by INSEE confirm what the partial results and surveys
already suggested: all indicators are green on the French labour market! We already knew that job
creation had been particularly dynamic in 2021, with 648,000 jobs created in one year; that's an
annual growth of 3.3%. The number of jobs at the end of 2021 was therefore 1.5% higher than its
pre-crisis level. This is faster than how GDP growth has evolved, which at the end of 2021 was 0.9%
above its pre-crisis level. The statistics on unemployment are also very positive:

e The unemployment rate in France (as defined by the ILO) fell by 0.6 points in the fourth
quarter to 7.4%, thanks to a sharp drop in youth unemployment. The unemployment rate is
now 0.8 points below its pre-crisis level and, above all, is at its lowest level since 2008.

e The percentage of 15-64 year-olds wanting a job but not looking hard enough to be
registered in the unemployment statistics is also below its pre-crisis level, by 0.2 percentage
points
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e The employment rate of 15-64 year-olds is on the rise and now stands at 67.8%, its highest
level ever. This increase is due to an increase in the full-time employment rate, the part-
time employment rate being down and below its pre-crisis level.

e The share of underemployment in employment, i.e. people who are not working as much as
they would like (part-time when full-time is desired or fewer hours than usual due to short-
time working), is also declining and is now 0.8 percentage points below its pre-crisis level
and at its lowest level since the series began in 2003.

e Intotal, 17.2% of labour market participants are constrained in their labour supply, either by
the absence of a job or by being underemployed. This share decreased by 0.6 percentage
points over the quarter and reached its lowest level since 2008.

It can be concluded from these data that the labour market has emerged very strongly from the
pandemic. As far as we know, in March 2020 when France went into lockdown, no one had
envisaged such a performance for the labour market. The memories of 2008 and the very negative
consequences on employment made everyone fear the worst, but the labour market ended 2021
in an even better shape than economic activity. This great performance is obviously the
consequence of French, European and global public policies implemented during the pandemic,
notably the temporary unemployment schemes. But it also reflects all the actions that enabled
the production framework to be preserved which led to a very strong global recovery as soon as
health restrictions were relaxed. These policies have allowed the labour market to emerge stronger
from the crisis, not only in France but also throughout Europe and elsewhere in the world.

In 2022, the labour market will support growth, but also
inflation

The good shape of the labour market is undoubtedly great news for the French economy, as it
should support household consumption and therefore activity in the coming months. Consumer
confidence should benefit, and people's savings rate will likely gradually return to a more normal
situation, boosting consumption in the process. This is one of the reasons why we expect GDP
growth to be around 3.7% in 2022. We expect the labour market to remain strong in 2022, with job
creation still dynamic even if the pace slows and become more in line with activity.

The tight labour market will probably lead to companies having to fight even harder to attract and
retain workers. In a context where 61% of manufacturing companies and 54% of service
companies indicate that they are having difficulty recruiting (according to the January INSEE
survey) and where inflation is rising (2.9% in January), this should lead to higher negotiated wage
increases. This could keep inflation above 2% for much of the year, even after the contribution of
energy prices to inflation has started to fall.
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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 regulation 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 BR0O00341) 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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