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French consumers on a spending spree

French households were definitely back at the shops in the second half
of May, with some spending categories catching up to their pre-crisis
average. This swift rebound could soften 2Q20 GDP contraction and
could - if sustained - point to a strong third quarter

In May, French household consumption spending bounced back from its historical low in April.

Compared to a pre-crisis level defined as the average between September 2019 to February
2020, April spending was down 33%. This ranged from -77% in transport equipment spending
to +4% in food expenditures. Energy consumption was down 34%.

With the end of the lockdown and the reopening of most shops in the second half of May,
household expenditures went back to 91% of their pre-crisis level and showed only a 7.2%
drop compared to February. As this catch-up was concentrated in the last two weeks of May, it
means that towards the end of the month, household spending in goods was back at its pre-
crisis level.

Of course, some spending categories bounced back more than others. In particular, household
durables, which were 60% below their pre-crisis level in April when most shops closed, caught
up to 98% of their pre-crisis level. Spending on manufactured goods came back from 66% to
85% of their pre-crisis levels. In the meantime, as most forms of catering services were still
closed in May, food expenditures continued to be 4% higher than before the crisis. At the
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opposite end, transport material spending remained 27% below pre-crisis levels. We expect
the new subsidies for buying new electric cars to help in the coming months.

Consumer spending levels (in % of pre-Covid average)
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Too good to be true ?

The fact that the May average looked so close to pre-crisis levels actually means that
expenditures caught up towards the end of the month. Given that lockdowns only ended on 18
May, the catch-up looks remarkably swift.

On one side, the numbers don't lie and were flagged in recent consumer confidence surveys,
which gave an encouraging signal that consumer spending could already make the 2Q20
recession less deep than anticipated, and was certainly a good sign for the third quarter.

On the other hand, one will have to see if these levels of confidence and spending can be
maintained once the holidays are over and the euphoria of renewed freedom of movement. It
is likely that we will see a return to more cautious saving and consumption behaviour after the
summer on the back of higher unemployment risks.

In any case, today's figures confirm the fact that the rebound in activity in the third
quarter will be driven primarily by household consumption.

We expect growth to reach 45% QoQ annualised in 3Q20, which should allow the 2020
recession to remain south of 10%.
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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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