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France: Business confidence deteriorates,
double dip increasingly likely
Deteriorating business confidence and new restrictive measures are
raising fears of a double dip recession in France

France's La Defense
business district

Deterioration in business confidence, especially in the services
sector
In France, the business climate indicator of the statistical institute INSEE fell to 90 in October, after
reaching 92 in September. The month of October thus marks the end of the indicator's rebound,
which had begun since it had reached its low point of 53 in April during the lockdown. The PMI
index of activity in France confirms this trend, falling once again to 47.3 in October, after 48.5 in
September, its lowest level in five months. 

The decline in the business climate can be observed in both industry and the service and retail
sectors, but it is much more marked in the service sector, where the business climate indicator fell
by more than five points in a single month. The PMI index for the service sector is even more
deeply entrenched in contraction territory (46.5 after 47.5 in September), while that of the
manufacturing sector is still above 50 (51 against 53.3 in September). There is therefore, as in the
rest of Europe, a real disparity between the manufacturing and service sectors, the latter suffering
more from the consequences of the pandemic. Finally, the employment climate indicator in France
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is also deteriorating and has reached 89, three points less than its September level (92).
Employment prospects remain well below their pre-crisis level (105).

Source: INSEE, ING Economic Research

Risk of a double dip
The deterioration in the business climate and PMI indicators in France is mainly due to the very
negative economic impact of the flaring up of the pandemic and the new restrictive measures
taken gradually over the last few weeks to curb the spread of the coronavirus. It should be noted,
however, that the indices do not take into account all these new restrictions because the surveys
were spread over the first part of October (and up to the 19th and 22nd for the business climate
and PMI, respectively).

In particular, the curfew introduced between 9pm and 6am in a large part of the country (covering
70% of the French population), has a strong impact on the service sector. In particular, due to the
curfew, the restaurant and catering sectors, as well as the arts and entertainment sectors, are
obliged to close at the time of day when they generate the largest share of their turnover. The
complete closure of bars and sports halls in the same cities does not help either. We estimate that
the current restrictions will have a direct impact on GDP growth in the fourth quarter in the range
of -0.6 to -1%. Apart from the direct impact on supply, the restrictive measures will also have a
negative impact on demand, with households and businesses being more cautious in their
consumption and investment behaviour due to uncertainty about the future. As a result, the full
impact of the current measures to combat the pandemic on quarterly economic growth could
double to around -1% to -2%. Consequently, the probability of another quarter of negative growth
in France is very high and the scenario of a W-shaped recovery becomes more likely.
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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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