
CONJONCTURE

IN FRANCE

June 2017
© Insee 2017

Institut national de la statistique et des études économiques
Chief manager : Jean-Luc Tavernier
Head Office : 18 boulevard Adolphe Pinard - 75 675 PARIS Cedex 14
Phone : 01.41.17.50.50 / Télécopie : 01.41.17.66.66
Website : http://www.insee.fr



■ Editorial director
Jean-Luc Tavernier

■ Chief editors
Vladimir Passeron
Dorian Roucher
Clément Rousset
Anne-Marie Stoliaroff-Pépin

■ Contributors
Franck Arnaud
Séverine Arnault
Hayet Bendekkiche
David Berthier
Anne-Juliette Bessone
Clément Bortoli
Romain Bour
Charles-Marie Chevalier
Véronique Cordey
Flore Cornuet
Jeanne-Marie Daussin-Benichou
Vincent Dortet-Bernadet
Yoann Faure
Yannick Fendrich
Philippe Fontaine
Charles-Julien Giraud
Morgane Glotain
Jorick Guillaneuf
Xavier Guillet
Jean-Cyprien Héam
Laurence Jaluzot
Élodie Lalande
Pierre Leblanc
Raphaël Lee
Anis Marrakchi
Pauline Meinzel
Allaoui Mirghane
Brieuc Monfort
Camille Parent
Bruno Patier
Alain Quartier-la-Tente
Benjamin Quévat
Sophie Renaud
Catherine Renne
Olivier Simon
Benjamin Vignolles
Bastien Virely
Sophie de Waroquier de Puel Parlan
Pierre Wilson

■ Editorial and pagesetting secretariat
Myriam Broin
Aurore Dubus
Tiffany Gervaise
Amandine Nougaret

■ Secretariat
Nathalie Champion

■ Translation
Hancock Hutton

The issues of Conjoncture in France along with a
glossary of economic outlook terminology are available
as soon as they are published on the “Economic
Outlook” and “Collections” sections of the INSEE
website www.insee.fr.

ISSN 0766-6268
Printed from supplied documents by
JOUVE - PARIS

Completed on 13 June 2017



SOLID GROWTH

GENERAL OUTLOOK. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7

FRENCH DEVELOPMENTS

• Review of the previous forecast . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55

• Output . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57

• Foreign trade. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65

• Employment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71

• Unemployment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81

• Consumer prices . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86

• Wages . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89

• Household income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 91

• Household consumption and investment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 94

• Entreprises’ earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101

• Corporate investment and inventory . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 103

INTERNATIONAL DEVELOPMENTS

• Oil and raw materials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113

• Financial markets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116

• Eurozone. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123

• Germany. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126

• Italy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 127

• Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 128

• United Kingdom . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129

• United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 130

• Japan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 131

• Emerging economies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 132

SPECIAL ANALYSIS

• In 2017, the trade openness ratio of the global economy would appear

to be recovering at last. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19

• Why has growth in Italy lost ground to France since 2000? . . . . . . . . . . . . . . . . . . . . . . . . . . 37

FOCUS

• Two new indicators of activity in services and trade to refine short-term monitoring

in these two sectors . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61

• In 2017, tourism should no longer impede French growth

after costing 0.2 GDP points in 2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68

• What do companies tell us about the barriers to hiring? . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74

• Joint production and extension of the scope of quarterly payroll employment estimates. . . . . . .79

• New labour force projections and the effects of economic downturns . . . . . . . . . . . . . . . . . . .83

• Does household confidence in the economic sutiation depend on their “well-being”? . . . . . . . 97

• The corporate investment rate reached its highest level in 2016, driven mainly

by trend growth in expenditure on services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .106

• Why have Eurosystem imbalances increased again since spring 2015? . . . . . . . . . . . . . . . . .120

STATISTICAL FRENCH APPENDIX . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .135

COUNTRIES ACCOUNTS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .141



Solid growth

W
orld trade has intensified further in early
2017, par t icular ly in the emerging

economies. In the Eurozone, gross domestic product
accelerated once again (+0.6% after +0.5%),
increasing a little more strongly than expected in
France, Germany, Spain and I ta ly. The
fundamentals of this growth are robust, as shown by
the marked improvement in the business climate
since the end of 2016. The UK and US economies
slowed down in early 2017, meanwhile. This
slowdown is likely to be only temporary in the US,
where the upturn in corporate expenditure is being
confirmed, but is likely to be more lasting in the UK,
where consumers are finally adjusting their
expenditure to the recent fall in their purchasing
power.

There are many signals suggesting that the
improvement in the emerging economies should
last: Russia and Brazil are returning to growth after
two years of severe recession, while the Chinese
economy is no longer scaling back its investments
and imports, and is even increasing them again
significantly. World trade should therefore continue
to grow solidly for the rest of the year, with its 2017
rise even being its highest since 2011.

The Eurozone is benefitting from this positive global
environment. In addition to this, even though the
positive stimuli since mid-2014 are fading out, the
past improvement in the financial situation of agents
should continue to bear fruits. Oil prices rose slightly,
driving an upturn in inflation at the start of the year
and limiting household purchasing power gains.
Households are softening the impact on their
consumption, however, by reducing their
precautionary savings as unemployment continues
to fall. Meanwhile, the effects of the past fall in the
euro and the decline in interest rates are fading out.
Investment f inancing terms remain very
accommodating, however, both for companies that
have restored their ability to finance them
themselves, and for households which are spending
strongly once again on new housing, making the
most of interest rates that still remain low.

In France, the specific shocks that held back growth
in 2016 should no longer do so in 2017. First of all,
assuming that weather conditions are normal, the

cereal harvests should clearly rebound in 2017,
after knocking 0.2 points off growth in 2016. Next,
the return of foreign tourists, if confirmed, could halt
the marked deterioration in the tourism balance that
followed the major terror attacks in the Paris region
and Nice since 2015. Finally, after pulling itself out
of the rut in 2016, construction activity should
accelerate significantly in 2017. Despite temporary
negative factors, such as decreases in industrial
activity and in heating expenditure, growth barely
slipped in Q1 (+0.4% after +0.5%). It should
remain at that pace on the whole over the
forecasting period (+0.5% in spring and summer,
+0.4% at the end of the year), in line with a business
climate that was well above its long-term average in
May, and actually at its highest since mid-2011 in
industry and building. On an annual average basis,
growth should therefore stand at +1.6% in 2017,
after +1.1% in 2016, posting its strongest rise since
2011. Although less buoyant, domestic demand
should remain robust and foreign trade should
deteriorate significantly less than last year.

Growth in activity and policies to reduce labour costs
should again boost employment which should
increase again significantly in 2017 (+220,000).
This rise should drive a continuing fall in the
unemployment rate, by 0.6 points year on year, to
9.4% of the French labour force at the end of the
year.

There are two main uncertainties surrounding this
scenario. The first concerns the savings behaviour of
European households. In 2017, their consumption
should slow significantly less than their purchasing
power, as was already observed in Italy and in Spain
at the end of 2016 and the beginning of 2017,
notably because unemployment is continuing to fall.
If this trend should become more pronounced or be
reversed, then Eurozone growth will be stronger or
weaker. There is also uncertainty surrounding French
exports which stumbled in Q1. The scenario is based
on a rebound in the spring, but French exports are
likely to continue losing market share over the year
as a whole. Over the coming quarters, French
exports could provide a nice surprise or could
disappoint once again. In the latter case, questions
will be raised as to the ability of the French economy
to benefit from a better environment. �
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General outlook

In Q1 2017, world trade was again very dynamic

The emerging economies
pick up again

In Q1 2017, activity accelerated in Russia (+0.4% after +0.3%) and returned to
growth in Brazil (+1.0%), after contracting sharply for eight consecutive quarters.
In China, activity picked up in industry, with year-on-year growth in industrial
production exceeding +7.5% in March for the first time since the end of 2014. All
in all, imports of the emerging economies remained very dynamic (+3.8% after
+2.4%).

US consumption at a standstill In Q1 2017, the advanced economies decelerated somewhat (+0.4% after
+0.5%), mainly due to the United States (+0.3% after +0.5%) where household
consumption slowed sharply. Corporate investment confirmed its recovery,
however, and progressed strongly. In Japan, gross domestic product (GDP)
continued to rise moderately (+0.3%). In the United Kingdom, activity finally
slowed (+0.2% after +0.7%), as households adjusted their expenditure to the
past fall in their purchasing power due to the marked upturn in inflation. All in all,
world trade remained very dynamic (+2.2% after +1.7%).

Activity accelerated
in the Eurozone

In the Eurozone, growth picked up a little at the beginning of 2017 (+0.6% after
+0.5%), slightly more than forecast in Conjoncture in France in March. It was
boosted by the acceleration in investment. Growth was stronger in particular in
Germany (+0.6% after +0.4%), where construction activity benefitted from a
mild winter, in Spain (+0.8% after +0.7%) and even in Italy (+0.4% after
+0.3%).

In France, activity slowed a little in Q1

In France, activity decelerated slightly at the beginning of 2017 (+0.4% after
+0.5%), although a little less than forecast in Conjoncture in France in March
(+0.3%). Manufacturing production stumbled (–0.2% after +0.7%), due mainly
to refinery stoppages. On the demand side, household consumption was at a
standstill (+0.1% after +0.6%) as energy expenditure slipped, under the effect of
the mild weather conditions at the end of the winter after a cool autumn.
Corporate investment accelerated sharply, however (+1.9% after +0.9%),
driven notably by very dynamic purchases of capital goods before the end of the
one-off additional depreciation allowance. Finally, exports fell back significantly
(–0.8% after +1.0%), in particular those of aircraft after the record deliveries at
the end of 2016, and imports became more dynamic (+1.4% after +0.6%),
partly due to exceptional purchasing: the contribution of foreign trade to growth
was once again very negative (–0.7 point).

The financial environment remains favourable in Europe

The Fed set for further
rate hikes

On the other side of the Atlantic, inflation is now above 2% and the
unemployment rate is at its lowest since 2007 (4.3%): the Federal Reserve (Fed)
therefore raised its main base rate to 1% in March and is likely to continue
tightening its monetary policy through to the end of the year. Conversely, the ECB
is continuing its government security purchases, although it has slowed the pace
since April to €60 billion a month (against €80 billion previously).

Sovereign yields easing, the
Euro slightly up

With the rise in US base rates, the expected upturn in inflation and anticipation of
an expansionist fiscal policy in the US after the election of Donald Trump,
sovereign yields rose all over the world at the end of 2016. For France, the
10-year sovereign yield temporarily hit 1.2% in March, but fell back to 0.6% in
mid-June. Likewise, the euro, which had lost ground against the dollar since the
end of 2016, has gained in value since then and stood at $1.12 in early June, the
same level as last summer.



OPEC has cut its production
but the rise in oil prices has

been contained

Just after the announcement at the end of November of the agreement to reduce
the production of the OPEC countries and Russia, oil prices rose to about $55 per
barrel of Brent. The agreement has been respected on the whole and the cartel’s
production fell by 1.4 million barrels a day in Q1, causing a marked deficit in the
physical market worldwide. However, the particularly high level of stocks and the
recovery of unconventional production in the US have contained any price rises.
Through to the end of the year, despite the continuing deficit in the physical
market with the renewal of the agreement, oil prices should hover around $53
per barrel.

In 2017, world trade picks up

The emerging economies
looking brighter

After improving continuously since mid-2015, the business climate in the
emerging economies levelled out in spring 2017 at a level that is above the
expansion threshold, although still well below the levels of the 2000s. In China,
growth should hold up in 2017 at +6.8%. Investment should stop falling and this,
combined with a recovery in processing trade, should boost imports. With the
stabilisation of commodity prices and the upturn in Chinese demand, the
currencies of the commodity-producing countries have stopped falling, thus
contributing to a fall in inflation. As losses in purchasing power ease, activity
should accelerate in 2017 in Russia, and Brazil should emerge from recession. All
in all, the imports of the emerging economies should increase by 8.8% in 2017,
after falling for two years (Graph 1).

In the United States,
post-electoral optimism

is barely fading

In the advanced economies, the business climate has progressed significantly
since the end of 2016, despite a marked upturn in inflation affecting household
purchasing power. This is the case notably in the United States, where the business
climate and household confidence have leapt upwards since November’s
presidential election and remain at a high level despite a recent downturn
(Graph 2). After being affected temporarily by weak private and government
consumption in Q1, US activity should accelerate in Q2 (+0.7%), then remain
steady in H2 (+0.5% per quarter). Over the year as a whole, growth should come
to +2.1% (after +1.6% in 2016), thanks to the recovery in corporate
expenditure. In Japan, activity should only just accelerate in 2017 (+1.1% after
+1.0%), notably driven by an upturn in household consumption. In the UK,
meanwhile, activity should progress much less quickly (+0.3% per quarter) than
the average between 2013 and 2016: households are likely to continue
adjusting their spending to the past fall in their purchasing power.

June 2017 9

General outlook

1 - World trade to progress by 5.9% in 2017, a growth rate not seen since 2011

Sources: DG Trésor, INSEE calculations



World trade to increase by
5.9% in 2017, a level not seen

since 2011

After slowing down sharply in 2015 (+2.5%), world trade increased by only 1.5%
in 2016, posting its weakest growth since 2009, due to sluggish US and
emerging economy imports. After progressing strongly for two quarters at the end
of 2016 and beginning of 2017, the pace of purchases should remain sustained
through to the end of the year (+1.2% on average per quarter), as suggested by
the leading customs data from the Asian countries and the very high level of
foreign orders in business tendency surveys around the world. All in all, world
trade should grow by 5.9% in 2017, close to the average annual rise between
1990 and 2007 (+6.3% a year), a growth rate not seen since 2011.

In the Eurozone, the business climate in spring 2017 is at a
ten-year high

The business climate
has improved in the Eurozone

since the end of 2016,
notably in industry

In the Eurozone, the business climate in industry in May was at its highest since
mid-2011 in the European Commission surveys and in Markit’s PMI indicator.
The business climate calculated by the Commission, all sectors included, reached
its highest in ten years in the spring.

European households have cut
their savings ratio slightly

in the face of the upturn
in inflation

In the Eurozone, due to energy prices, headline inflation has risen significantly
since the end of 2016, to +2.0% in February 2017, when it had still been in
negative territory in mid-2016. It has already fallen back slightly to +1.4% in May
and should remain at this level through to the end of the year. Core inflation is
increasing slightly and should reach +1.2% at the end of 2017, against +0.8%
at the end of 2016, as wages accelerate a little. Employment should remain solid
and the unemployment rate continue to fall, to 8.8% at the end of 2017, 0.9
points lower than one year previously. All in all, due to inflation, the purchasing
power of European households was at a standstill at the end of 2016 and
beginning of 2017 and it should slow down significantly, on an annual average
basis, to +1.2% in 2017, after +1.9%. However, their consumption should
decelerate less quickly (+1.6% in 2017 after +2.0%), as Italian and Spanish
households lower their propensity to save.

Investment to remain strong Investment in equipment rebounded in early 2017 and should remain strong over
the rest of the year, with production capacity utilisation rates being at their highest
since 2008. Investment in construction, meanwhile, was very dynamic in Q1
thanks to the mild winter and is likely to stall in reaction in Q2, notably in
Germany. It should pick up momentum in H2 in line with the recent upturn in
building permits.

Growth to remain robust
in the Eurozone

All in all, growth should remain solid in the Eurozone, at +0.5% per quarter, and
then rise in small increments on average over the year: +1.8% in 2017 after
+1.6% in 2016: it should remain stronger in Spain (+3.0%) than in Germany
(+1.9%), France (+1.6%) and Italy (+1.3%).
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2 - The business climate in the Eurozone has been progressing significantly since the end of 2016

Sources: Markit, ISM



After holding back growth in 2016, French foreign trade
should weigh down much less in 2017

Buoyed by the worldwide
improvement, French exports

should rebound by the end
of the year

French exports fell back significantly at the start of 2017 (–0.8% after +1.0%),
affected notably by the profile of aeronautical deliveries. In Q2, they should
rebound strongly (+2.2%), driven in particular by deliveries on major contracts,
and then increase further in H2 (+0.9% then +1.3%). Aside from the ups and
downs linked to aeronautical and shipbuilding activities, foreign sales should
benefit from strong world demand, the restart of nuclear power plants and the
return of tourists to France: annual growth in exports should reach +2.8% in
2017, after +1.9% in 2016.

Despite strong imports,
foreign trade should weigh

down less on activity

In Q2 2017, imports should be at a standstill (0.0% after +1.4%), as a backlash
after the exceptional purchases at the start of the year, in particular in
pharmaceutical products. In H2, they should increase again in response to
domestic demand (+0.5% then +0.7% per quarter). Over the year as a whole,
they should again increase strongly, (+3.5% after +4,2%). However, thanks to
the acceleration in exports, foreign trade should weigh down much less on growth
in 2017 (–0.3 points) than in 2016 (–0.8 points). The balance of trade in
manufactured goods is likely to worsen, however, to its lowest since 2011.

The French economy to accelerate at last in 2017

The business climate in France
has improved since December,

in industry in particular

From October 2015 to November 2016, the business climate in France
remained almost stable at a little above its long-term average. It has risen since
December and stood at 105 in May 2017, well above its long-term average. The
improvement is very clear in industry, where the business climate reached 109 in
May, its highest since mid-2011 (Graph 3). Business managers are particularly
optimistic as to prospects for their activity and foreign demand, and report that
their order books are filling up. Manufacturing production should therefore
increase in Q2 and continue rising robustly in H2. It should stand at +1.5% on an
annual average basis in 2017 (after +0.8% in 2016).

Agricultural production
to rebound, contributing to the
acceleration in activity in 2017

In 2016, agricultural production collapsed (–5.6% after –1.5% in 2015),
knocking 0.2 points off GDP growth: cereal and wine harvests were hit by
exceptionally bad weather conditions. In 2017, assuming that weather conditions
return to normal, agricultural production in cereals should return to a level close
to its average, contributing +0.1 points to activity overall.
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3 - In France, the business climate has been improving since December
and was at its highest since mid-2011 in industry in May 2017

Source: INSEE



Market services should benefit
from the return of the tourists

Despite an expected slowdown in household consumption, production of market
services should accelerate in 2017 (+2.4% after +1.3% in 2016) thanks to
strong industrial production and corporate investment. The transport and the
accommodation and food services branches should also benefit from the return
of the tourists: overnight stays by foreigners were up 4.7% year on year in Q1 and
this rebound should continue through to the end of the year.

Construction to return
to steady growth

After falling sharply in 2014 (–1.9%) and in 2015 (–1.5%), activity in construction
stopped contracting in 2016 (+0.1%) and should accelerate sharply in 2017
(+1.8%): the construction of housing in particular returned to growth, following
the increase in sales of new homes and then in building permits, with the usual
time lag.

All in all, French GDP should
rise by 1.6% in 2017, a level of

growth not seen since 2011

All in all, GDP should progress by 0.5% per quarter in Q2 and Q3, then by 0.4%
at the end of the year. Annual growth should stand at +1.6%, its strongest since
2011. French activity should thus return to a growth rate closer to that of the
Eurozone, after three years of weaker growth than its neighbours.

Employment progresses steadily, unemployment down

The French economy
should generate

203,000 market-sector jobs
in 2017, almost the same

as in 2016

Market-sector payroll employment progressed significantly once again in Q1
2017 (+76,000 after +60,000 at the end of 2016). Workforce prospects are
looking positive in the business tendency surveys and the employment climate
stood at 108 in May. Market-sector employment should therefore increase again
in Q2 (+45,000). Over H1 as a whole, the Tax Credit for Encouraging
Competitiveness and Jobs (CICE), the Responsibility and Solidarity Pact (PRS) and
the hiring premium in SMEs have increased the employment intensity of growth by
40,000 new jobs. In H2, that effect should be zero overall, due to the end of the
hiring premium, and market-sector employment is likely to slow down
(+82,000). All in all, 203,000 market-sector jobs should be created in 2017,
almost the same number as in 2016.

Subsidised non-market
employment to fall in H2

In 2017, non-market-sector employment should slow down (+17,000 after
+49,000 in 2016). Its private component should remain dynamic and the
number of civil servants should increase slowly. However, the number of
beneficiaries of subsidised jobs is set to fall, especially in H2. All in all, taking
account of the fact that agricultural employment and self-employment are almost
stable, 222,000 jobs should be created in 2017, after 255,000 in 2016.

Unemployment to fall again
by the end of the year

In Q1 2017, the unemployment rate fell significantly (–0.4 points over the quarter
and –0.6 points year on year) to 9.6% of the French labour force, its lowest level
since early 2012. Over the following quarters, the expected rise in employment
should again exceed the change in the labour force and the number of
unemployed should continue to fall, although more moderately. The
unemployment rate should stand at 9.4% at the end of 2017.

In 2017, purchasing power should slow down due to the
upturn in inflation

Inflation has picked up
since December due to

its energy component

Since the end of 2016, inflation has picked up significantly, reaching +0.8% year
on year in May 2017, against 0.0% one year earlier. This upturn was driven
mainly by its energy component, with the rises in oil prices and in taxes on
petroleum products. Through to the end of 2017, headline inflation should
barely rise at all: +1.1% in December. Core inflation is likely to remain low, at
+0.8% in December 2017, against +0.4% one year earlier: the past fall in
commodity prices should stop weighing down on the prices of manufactured
products and the recent rise in commodity prices should not yet begin to work
through. In addition to this, the increase in rents, which are index-linked to past
inflation, should remain moderate.
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Nominal wages
to accelerate a little

In 2017, mainly due to the upturn in inflation and the fall in unemployment,
nominal wages per capita in the market sector should increase slightly more than
in 2016 (+1.6% after +1.3%). In the civil service, wages should accelerate more
clearly, boosted by increases in the index point and statutory measures set out in
the Finance Law.

Purchasing power to slow
down due to the upturn

in inflation

In 2017, earned income should accelerate, essentially due to wages. Benefits,
which are index-linked to past inflation, should not accelerate, while taxes should
increase more than in 2016, as the tax cuts that were passed were smaller than
the previous year. All in all, purchasing power gains should slow significantly, at
+1.1% after +1.8% in 2016, hit by the upturn in inflation (Graph 4).

Household consumption to slow down in 2017 and the
savings ratio fall slightly

Household consumption
should progress by 1.2%,

almost twice as slowly
as in 2016

Household consumption was at a standstill in Q1 (+0.1%), essentially due to
heating expenditure. It should rebound in a backlash effect in the spring (+0.4%)
then progress moderately in H2 (+0.3% per quarter). On an annual average
basis, it should be less dynamic: +1.2% against +2.1% in 2016.

The savings ratio should fall
slightly in 2017, reaching

its lowest since 1990

Since 2015, the consumption of French households has progressed a little more
quickly than their purchasing power. In 2017, the expected fall in unemployment
should facilitate a slight drop in their precautionary savings and the savings ratio
should slip once again to 13.9% after 14.0% in 2016, its lowest since 1990.

Investment to remain dynamic in 2017

Corporate investment to
increase sharply again in 2017

In Q1, corporate investment progressed strongly, boosted by purchases of capital
goods and expenditure on services. Conditions are set to remain favourable:
prospects for (notably external) demand are looking bright, the margin rate and
self-financing capacity are stable at a relatively high level and, despite a slight
rise, borrowing costs remain very low. However, the end of the one-off additional
depreciation allowance since mid-April should cause a marked jolt in investment
expenditure. Total corporate investment should therefore fall in Q2 (–0.2%) then
pick up again in H2 (+0.7% on average per quarter), bringing growth over the
year to +2.9%. The investment rate should therefore stand at its highest level
since 2008.

Household investment
to maintain momentum in 2017

Household investment has been accelerating progressively for a year and its
growth stood at 1.0% in early 2017. The recent rise in building permits suggests
that this trend should continue almost at the same rate: household investment
should therefore rise by 3.7% in 2017, a rise on a scale not seen since 2006
(Graph 5).
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4 - Purchasing power to slow down in 2017 due to the upturn in inflation

Source: INSEE



Uncertainties: exports and consumption behaviour

The improvement in the short-term climate would appear to be firmly established,
with the result that the uncertainties surrounding this forecast seem fewer than
usual. Nevertheless, two main uncertainties have been identified.

Ability of exports to rebound
after the disappointing start

to the year

In Q1, manufacturing exports fell despite the acceleration in world trade. The
scenario is based on a rebound in Q2, but the acceleration is likely to be modest
over the year as a whole, showing further losses of market share. Like last year,
exports could be higher than expected at the end of the year or they could
disappoint, in the latter case raising questions as to the ability of the French
economy to benefit from the improvement in the international environment.

Extent of the fall in the savings
ratio in the Eurozone

In the Eurozone, consumption should slow down significantly less than
purchasing power in 2017 as households reduce their precautionary savings, in
Italy and Spain in particular. This movement was already observed at the end of
2016 and beginning of 2017 but could either become stronger over the rest of
the year or be reversed, thus affecting activity. �

14 Conjoncture in France

General outlook

5 - In 2017, foreign trade should weigh down less and household investment accelerate

Source: INSEE

6 - Fan chart for Conjoncture in France

How to read it: the fan chart plots 90% of the likely scenarios around the baseline forecast (red line). The first and darkest band covers the likeliest
scenarios around the baseline, which have a combined probability of 10%. The second band, which is a shade lighter, comprises two sub-bands just
above and just below the central band. It contains the next most likely scenarios, raising the total probability of the first two bands to 20%. We can
repeat the process, moving from the centre outwards and from the darkest band to the lightest, up to a 90% probability (see INSEE Conjoncture in
France for June 2008, pages 15 to 18). It can therefore be estimated that the first estimate that will be published in the quarterly accounts for Q2 2017
has a 50% chance of being between +0.3% and +0.7%.

Source: INSEE
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2015 2016 2017
2015 2016 2017

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

International environment

Advanced economy GDP 0.5 0.4 0.4 0.3 0.4 0.4 0.6 0.5 0.4 0.5 0.5 0.4 2.0 1.7 1.9

Eurozone GDP1 0.4 0.4 0.3 0.4 0.6 0.3 0.3 0.4 0.6 0.5 0.5 0.5 1.5 1.6 1.8

Barrel of Brent oil (in dollars) 55 63 51 45 35 47 47 51 55 52 53 53 53 45 53

Euro-dollar exchange rate 1.13 1.10 1.11 1.10 1.10 1.13 1.12 1.08 1.06 1.10 1.12 1.12 1.11 1.11 1.10

World demand for French products 1.2 0.1 0.7 0.8 –0.1 1.3 0.5 1.9 1.5 1.3 1.1 1.0 3.5 2.5 5.3

France - supply and uses

GDP 0.4 0.0 0.4 0.2 0.6 –0.1 0.2 0.5 0.4 0.5 0.5 0.4 1.0 1.1 1.6

Imports 1.8 0.2 1.7 2.6 0.6 –1.1 2.8 0.6 1.4 0.0 0.5 0.7 5.5 4.2 3.5

Household consumption 0.4 0.1 0.6 0.1 1.3 0.3 0.1 0.6 0.1 0.4 0.3 0.3 1.3 2.1 1.2

GG and NPISHs consumption 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 1.2 1.2 1.2

Total GFCF 0.4 –0.3 0.8 1.4 1.1 –0.1 0.2 0.5 1.2 0.1 0.7 0.7 0.9 2.7 2.3

of which: NFEs 1.1 0.6 0.7 1.8 1.6 –0.3 –0.2 0.9 1.9 –0.2 0.8 0.7 2.9 3.4 2.9

Households –0.6 –0.4 0.1 0.7 0.8 0.7 0.9 0.9 1.0 0.9 0.9 0.8 –2.1 2.4 3.7

General government –0.2 –3.3 2.2 1.2 –0.5 –0.6 0.0 –1.5 –1.2 0.2 0.5 0.5 –3.1 –0.2 –2.0

Exports 1.1 1.3 –0.1 0.6 0.3 0.2 0.6 1.0 –0.8 2.2 0.9 1.3 4.0 1.9 2.8

Contributions (in point)

Domestic demand excluding changes
in inventories2

0.3 0.1 0.6 0.4 1.0 0.2 0.1 0.5 0.4 0.3 0.4 0.4 1.2 2.0 1.5

Changes in inventories2 0.3 –0.4 0.4 0.5 –0.4 –0.7 0.7 –0.2 0.7 –0.5 0.0 –0.1 0.3 –0.1 0.4

Net foreign trade –0.3 0.3 –0.6 –0.7 –0.1 0.4 –0.7 0.1 –0.7 0.7 0.1 0.2 –0.5 –0.8 –0.3

France - situation of households

Total employment 2 53 17 59 64 54 72 65 90 52 41 40 131 255 222

Non-farm market sector employment 1 32 25 49 52 36 57 60 76 45 41 41 108 205 203

ILO unemployment rate France3 10.3 10.5 10.4 10.2 10.2 10.0 10.0 10.0 9.6 9.6 9.5 9.4 10.2 10.0 9.4

Consumer price index4 –0.1 0.3 0.0 0.2 –0.1 0.2 0.4 0.6 1.1 0.8 1.1 1.1 0.0 0.2 1.1

Core inflation4 0.2 0.6 0.6 0.9 0.7 0.7 0.7 0.4 0.4 0.5 0.5 0.8 0.5 0.6 0.5

Household purchasing power 0.3 –0.2 0.6 0.6 0.6 0.3 0.6 0.1 0.1 0.5 0.3 0.2 0.8 1.8 1.1

Key figures: France and its international environment

Forecast

1. Eurozone excluding Ireland, as this country’s accounts present a break in series in Q1 2015
2. Changes in inventories include acquisitions net of sales of valuable
3. For annual data, unemployment rate is that of the last quarter of the year
4. Year-on-year on the last month of the quarter and annual averages

GDP: gross domestic product
GFCF: gross fixed capital formation
GG: general government
NFEs: non-financial enterprises
NPISHs: non-profit institutions serving households
ILO unemployment: unemployment as defined by the International Labour Organisation

How to read it: the volumes are calculated at the previous year’s chain-linked prices, seasonally and working-day adjusted, quarterly and annual
averages, as a %.

Source: INSEE



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


