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France: Industrial catch-up remains very
incomplete
French industrial production increased in August, but the pace is
slowing down and seems to be driven solely by consumer demand,
while business investment remains weak. Catch-up is expected to
continue, but at a slower pace, and it could come to a halt in the
fourth quarter, which is expected to be difficult, with the epidemic
flaring up again

Production continues to grow in August
In France, industrial production increased by 1.3% month-on-month in August after 3.8% in July.
The slowdown is less pronounced than in Germany where industrial production fell in August. In
the manufacturing sector, growth in August was 1% month-on-month, compared with 4.5% in
July. It should be noted that the 'catch-up' process has not been weakening in the production of
durable consumer goods amid pent-up demand from consumers this summer: this share of
production increased by 8.1% in August after 6.9% in July and is now only 4% below its February
level. Conversely, the production of investment goods saw growth slow down sharply, the
progression being limited to 1.3% in August against 7.1% in July. Only construction, which in
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August posted growth of 4.9% after 4% in July, almost reached the level that prevailed in February
(only 1.2% lower). 

The catch-up of industrial production therefore appeared to be weakening at the end of the
summer, aside from consumer durables and construction. Thus, despite the rebound, French
industry has not yet caught up with the level of production that prevailed in February, before the
confinement. Industrial production is still 6.3% below its February level, while manufacturing
production is 7.4% lower.

Source: INSEE, ING Economic Research

Risks in the fourth quarter
Given the figures for August, the third quarter should show record growth for industrial production:
even with stagnation in September, growth would exceed 20% for the quarter. However, this
should not be seen as a guarantee of the sustainability of the move. Moreover, this dynamism will
not erase the shock of the first half of the year, and production will still be below its February level
at the end of the third quarter. Catch-up should continue, as industrial surveys show that stocks
have fallen sharply while order books are filling up, but the recovery remains vulnerable, both from
a supply point of view, if workers (or their children) were to be confined again, and from a demand
point of view, if consumer purchasing intentions do not continue to recover. These vulnerabilities
are real risks for the fourth quarter given the resurgence of the disease and the new restrictions on
movement.

All in all, after a dynamic third quarter, we believe that growth could halt in the last quarter,
leaving the French economy and industrial production at 95% of its pre-crisis level. The return to
pre-crisis levels of production will therefore be long and slow, and will probably have to wait until
the beginning of 2023. 
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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 BR000341) 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 http://www.ing.com.
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