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French business sentiment signals a
bleak economic outlook
Business confidence in France took a sharp downturn in May in the
industrial and services sectors, casting a shadow over the country’s
economic prospects

After outperforming
the eurozone average
in 2023 and 2024,
France is now expected
to lag behind its peers
in the coming years

Confidence slips in industry and services
Despite renewed optimism in global financial markets following a trade truce between the United
States and China, France’s domestic economic climate continues to deteriorate. In May, the overall
business climate index declined by one point compared to April, marking yet another month below
its long-term average – a trend that has persisted for over a year.

The decline was especially pronounced in the industrial sector, where the confidence index
dropped by three points. Companies reported significantly weaker order books and more
pessimistic production expectations. The most affected segments include machinery and
equipment manufacturing, transport equipment, and the broader “other manufacturing” category,
which encompasses machinery repair and installation. Ongoing global trade tensions and fears of
a broader economic slowdown continue to weigh heavily on French manufacturers.

More concerning is the downturn in the services sector, historically a key driver of French economic
growth. Business sentiment in this sector also fell by three points, remaining well below its long-
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term average since November. Service providers expressed growing pessimism about future
demand and business activity, with notable declines in accommodation and catering, as well as
information and communication services.

Amid the broader gloom, the construction sector offered a rare bright spot. Business sentiment
there rose by four points – the strongest monthly gain since 2004 – driven by improved
expectations for future activity. Retail and wholesale trade also saw modest improvements in
sentiment.

However, the latest Purchasing Managers’ Index (PMI) data, also released this morning, paints a
similarly downbeat picture. While slightly improved from April, the indices remain firmly in
contraction territory. According to the survey, he weakness is most noticeable in the services
sector, where weak demand, postponed orders and cautious customers have weighed on activity
and the volume of new business.

A struggling economy
Taken together, these indicators suggest a challenging road ahead for the French economy. The
headwinds facing French and European industry are well known, with rising tariff barriers, slowing
global demand, competitiveness problems and an appreciating euro. High inventory levels and
weak order books suggest that any recovery in the sector will be moderate at best over the
coming months.

The weakening of the services sector is particularly troubling, as it undermines a traditional pillar of
economic resilience. Despite easing inflation, consumer confidence remains fragile, with fears of
unemployment reaching record highs. This is likely to push the household savings rate higher,
further dampening consumption. The decline in sentiment within the accommodation and
catering sector also raises concerns about the upcoming summer tourism season. With the
number of overnight stays in collective tourist accommodation already 1.5% lower in the first
quarter of 2025 than in the same period in 2024, there is a high risk of further deterioration. This
will weigh on economic activity.

Following tepid GDP growth of just 0.1% in the first quarter (despite a rebound in industrial output
in March), the outlook for the second quarter remains subdued. A similar 0.1% growth rate appears
to be the best-case scenario, with the risk of contraction looming. At this stage, there are no clear
signs of a rebound in the second half of the year. Restrictive fiscal policy will continue to weigh on
activity, and it is unlikely that tariff barriers will return to their level by early 2025.

Against this backdrop, growth is likely to remain sluggish. We are expecting GDP growth of 0.4%
for 2025 as a whole and 0.8% for 2026. After outperforming the eurozone average in 2023 and
2024, France is now expected to lag behind its peers in the coming years.
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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
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instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
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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
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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 www.ing.com.
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