THINK economic and financial analysis

ING

Snap | 31 March 2021 France

France: Stable consumption before new
restrictions

Household consumption of goods in France remained stable in
February, despite the shift in the sales period. A deterioration is
expected in March and April as restrictions are tightened. But we think
the bulk of the recovery is expected to occur in the second half of
2021 and into 2022
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Stable consumption of goods

In France, the volume of household consumption of goods remained stable in February compared
to January.

The French bought more manufactured goods (+3.4% mom) but less energy (-3.1%) and food
(-2.2%). The increase in spending on manufactured goods is partly due to the shift in the sales
period (from 20 January to 2 March when they usually occur in January), which boosted spending
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on clothing, textiles and household equipment. In February 2021, spending on goods is almost
(-0.1%) of its pre-crisis level, i.e. the level prevailing in February 2020.

However, this data doesn't account for the consumption of services by households, which
represents more or less half of the consumption basket. Consumption of services is still very much
affected by restricted mobility measures and has probably changed very little since the second
lockdown last November.

As a result, while consumption of goods has returned to their pre-crisis levels, total household
consumption is still a long way off, probably between 5 and 8% below the end-2019 level.

A deterioration is to be expected, before a dynamic recovery

By stabilising between January and February, the goods consumption data reinforces our forecast
of stable economic activity in the first two months of 1Q21. However, goods consumption is
expected to weaken in March as health restrictions have been gradually tightened.

After a series of targeted measures (weekend lockdowns in certain cities, closure of large shopping
centres), a new lockdown was implemented on 20 March in a large part of France, which will weigh
on the consumption of goods. As the measures also cover the month of April, consumption is
expected to remain depressed in early Q2.

The deteriorating health situation and the gradual tightening of lockdown measures -
President Macron is expected to announce further restrictions tonight - seriously delay
economic recovery. We remain convinced that the potential for a dynamic recovery still
exists, notably thanks to household consumption which should rebound quickly once the
restrictions are lifted. Consumer confidence data, up three points in March, confirm this
potential. Nevertheless, the recovery is postponed to much later in Q2 than previously
hoped, given the current severity of the health situation.

The bulk of the recovery is expected to occur in the second
half of 2021 and into 2022. We expect growth of 5%

As a result, the bulk of the recovery is expected to occur in the second half of 2021

and 2022. This implies that GDP growth will be less dynamic than expected in Q2 and that
2021 growth will probably be lower than previously expected. The government's target of
6% growth in 2021 seems increasingly unachievable, and we believe that growth of around
5% is more realistic.
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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 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 http://www.ing.com.
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