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B |ndustrial Investment Survey - October 2018

In the manufacturing industry, business managers have lowered their
investment expectations for 2018 but forecast a rise in 2019

The business managers surveyed in October 2018 For 2019, investment is expected to grow in the

forecast that investment in the manufacturing industry manufacturing industry

will fall back by 1% in 2018 in nominal terms. For 2019, For 2019, business leaders expect on average an

they forecast a 4% rise in their investment spending upturn in their investment expenditures compared to

compared to 2018. 2018. Investment should resume rising in the sector of
transport equipment, especially motor vehicle. It should

Investment spending in the sector of transport also recover in the agrifood industry.

equipment is set to decline sharply in 2018
With an expected overall decrease of 1% in investment
for 2018, business managers have lowered their July
2018 estimate by 5 points. This downward revision is . o ]
larger than the average recorded at this time of the Annual nomma_ll cl?ange in mvest!nent in the

. ) manufacturing industry by main sector
year since 2004 (-3 points). %
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It should keep growing in the sector of electrical and
electronic equipment and machinery, although less
rapidly than the previous year.

In the sector of transport equipment, investment

spending should drop significantly in 2018, whereas in C : MANUFACTURING INDUSTRY 4 1 4
July these businesses anticipated an increase in their (C1): Manufacture of food products
. t t th In th t f elecrical and and beverages -1 —6 3
Investments over the year. In the sector ot elecrical an (C3): Manufacture of electrical and
electronic equipment and machinery, investment electronic equipment; Manufacture
; ; of machinery 11 6 3
should increase Ie.ss sharply than forecast in July. In (C4): Manufacture of transport
other sectors business managers have also lowered equipment 3 -8 3
the anticipated amount of their investment for 2018. [CL1]: Motor vehicles 3 =10 8
(C5): Other manufacturing 4 2 4
. L. . Total sectors (C3-C4-C5) 5 0 4
Annual nominal change in investment in How to read this table: In the manufacturing industry, firms surveyed
the manufacturing industry in october 2018 forecast a nominal investment decrease of 1% in
% 2018 compared with 2017 and a increase of 4% in 2019 compared
with 2018.
18 o 9 2 * The codes correspond to the level of aggregation (A17) and
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157 quarters: on average since 2003, the October estimate
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M latest actual figure observed for the year close to the estimate issued in fine, in July two years
forecast based on present wave
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For H1 2019, more business leaders plan an
increase in their investment than a decrease

For the second semester 2018, as compared to the first
semester, more business managers in industry have
reported a rise rather than a drop in their investment.
The balance related to invesment change in the current
semester (+11) is slightly down as compared to April
but stays above its long-term average (+6). For the
first semester 2019, business leaders have been also
more numerous to anticipate a rise than a drop in their
investment. The balance regarding investment in the
next semester picks up to +13, above its long-term
average (+6).

Opinion of industrials regarding six-month

change in investment (first estimation)
as % of total responses
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Source: Industrial investment survey - INSEE

Investments are stimulated by financing terms
and demand outlook

For 2018 and 2019, the financing terms (cash flow,
indebtedness, interest rates, overall financing
conditions) have been still considered conducive to
investment. The balances of opinion regarding interest
rates and financing conditions are markedly above their
long-term average. The balances on the influence of
domestic and foreign demand outlook have remained
also at a high level, above their average. For 2019, the
foreign-demand outlook and expected profits have
been judged more stimulating than in 2018.

Factors influencing investment decisions
Balance of opinion, as % of responses

Average in 2018 in 2019

1991-

2018 (observation) | (prediction)
Domestic-demand
outlook 49 58 59
Foreign-demand
outlook 53 58 62
Expected profits from
new investment 82 75 80
Cash flow 16 15 17
Indebtedness -2 1 4
Interest rates 9 29 30
Overall financing
conditions 15 32 33
Technical factors (1) 63 64 66
Other factors (such as
tax incentives) 23 26 28

(1) Technological developments and need for labor to adjust to
these new technologies

For each factor, the balance of opinion is calculated as the
difference between the percentage of stimulating answers and the
percentage of limiting answers.

Source: Industrial investment survey - INSEE

In 2019, the replacement of equipment remains
the first purpose of invesment

In 2019, the purposes of investment are set to be
similar to those of 2018. Particularly, the share of
investment meant for the replacement of equipment
should remain stable slightly above its long-term
average. The share of investment meant for
modernization and streamlining should slightly
decrease below its average. The share of investment
meant to increase productive capacity should remain
stable at its average level.

Share of purposes of investment
%

Average 2018 2019
1991-2018 | actual | forecast

Replacement 27 29 29
Modernization, streamlining 24 23 22
Automation 11 8 8
New production methods 7 6 5
Energy savings 6 9 9
Increase in productive capacity 16 16 16
Introduction of new products 13 12 12

Other purposes (safety,
environment, working
conditions...) 20 21 22

Source: Industrial investment survey - INSEE

Learn more

- The Survey results provide a picture of investment conditions in the industrial market sector. The concept of investment used in
the Survey covers acquisitions of tangible assets excluding transfers, nominal value of goods covered by leasing contracts,
software acquired or developed for own account ; land purchase is excluded, as well as investments in other type of services.
Investment in the industrial sector plays a key role as an engine of economic change, but accounts for only 25% of productive

investment in France.

- Complementary data (long series) and metadata (methodology, linked internet page, etc.) are available on the web page
of this index: https://www.insee.fr/en/statistiques?debut=0&theme=30&conjoncture=20

- Historical-data are available on the BDM: https://www.insee.fr/en/statistiques/series/102410343

- Press contact: bureau-de-presse@insee.fr

- £ Follow us on Twitter @InseeFr_News : https://twitter.com/InseeFr_News
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