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The French recovery keeps gaining traction
GDP growth hits 2.2% on the year, a level not seen for six years
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France is back on the economic scene
After four quarters of quarterly growth above 0.5%, GDP growth has reached 2.2% on the year, a
level not seen in more than six years. Domestic demand remains the main growth driver while the
first signs of a stronger euro have hit export growth. If current reforms support domestic demand
in coming quarters, competitiveness is likely to remain an issue. However, with soft indicators still
showing strong activity levels, we can safely say that France is back on the eurozone economic
scene.
Figures published on the last day of October by INSEE showed the French economic recovery keeps
gaining traction. GDP increased by 0.5% QoQ after a revised 0.6% QoQ in 2Q17 which was better
than expected. This is the fourth quarter of above 2.0% annualized quarterly growth, a level not
seen in the last six years that has driven GDP growth towards 2.2% YoY in 3Q17. As a consequence,
French growth could reach 1.8% in 2017 and gain sufficient base effects to reach 1.9% in 2018.
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Exports slip back but domestic demand is strong
In the third quarter, domestic growth engines largely compensated for the effects of a stronger
euro which adversely impacted exports. Export growth slowed from 2.3% to 0.7% QoQ in 3Q17
while import growth remained dynamic, leading to a strong negative contribution of net exports (0.6ppt). Stock building is partly compensating for the effect and should have a positive
contribution to GDP growth this year (+0.6ppt).

Domestic demand remains strong and private
consumption growth keeps accelerating.
At 0.5% QoQ in the third quarter, private consumption growth is at its strongest pace since last
year. We believe the trend should continue as consumer confidence could reach higher levels in
4Q17 thanks to lower income tax announcements for 2018 and a declining number of
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unemployed. Surveys also indicate that purchase intentions for durable goods have not been
higher in the last six years. This will not be enough for private consumption to reach the 2.1%
growth of 2016 which was pushed by lower oil prices and a catch-up effect after several years of
weak growth. However, we believe that the current acceleration should continue and that private
consumption should reach 1.9% in 2018 after 1.3% in 2017.

The recovery should continue
Business investments slowed in 3Q17, from 1.1% to 0.9% QoQ, a level that will push that above 4
% for 2017. However, public investments declined by 0.2% QoQ. These should contract by 1.5%
this year after -0.1% in 2016. Given President Macron’s investments plans, the wind should turn in
2018 but public investments are likely to remain constrained by regional budget cuts and
reorganizations.
Finally, the recovery in household investments has lost traction in the last three quarters, slowing
to 1.1% QoQ in the third quarter. We still expect this to reach 5% YoY in 2017 after 2.6% in 2016
thanks to the recovery in housing prices and low interest rates. However, this growth should slow
in 2018 because of slowly increasing interest rates and despite the fact that housing investments
are still well below their 2008 levels.

The French economic recovery has gained traction in
2017 and we think that this will continue to be the case in
coming quarters.
Reforms should increase purchasing power through a stronger labour market and investments.
Competitiveness will probably remain an issue for the French government, especially as a stronger
euro is weighing on the growth outlook. Given the continuing strength in soft indicators in the
second half of the year, we believe that French growth – having slowed from 1.2% in 2015 to 1.1%
in 2016 – could then rebound to 1.8% in 2017. Afterwards, if the Philippe Government can take
profit from the accelerating recovery to implement reforms, GDP growth could accelerate towards
1.9% in 2018. France is back on the Eurozone economic scene.
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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 NV 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. The producing legal entity 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.
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subject to limited regulation by the Financial Conduct Authority (FCA). 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.
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