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France: Navigating

Key Messages

1. The recent economic underperformance is due to
exceptional factors.

2. Structurally, France can generate growth that
will help the public debt ratio to stabilise,
provided that its budget deficit is brought down
to approximately 3% of GDP.

3. France's fundamentals and a growing political
alignment towards stability suggest that the
current volatility is a transition phase rather
than a systemic failure.

Economic Outlook

In 2026, the government has once again failed to
stabilise its public debt-to-GDP ratio due to a significant
fiscal deficit and lower-than-usual growth. According
to our analysis, this underperformance is due to
exceptional factors. Structurally, France can still
generate growth that will help the public debt ratio to
stabilise, provided that its budget deficit is brought
down to approximately 3% of GDP. To achieve this, it
has significant strengths: i) improved competitiveness
in terms of labour and energy costs, ii) its services
sector, notably through the development and use of
new technologies (including Al); iii) an industrial
recovery driven by aeronautics, military spending and
electrification, which calls for increased investment; iv)
accelerating  business creation that supports
employment; v) its attractiveness to foreign investors.
All these structural drivers should enable French
growth to rebound and participate in the expected
acceleration in the eurozone in 2027. We expect growth
to accelerate from 0.5% 2026 to 1% in 2027. Inflation is
expected at 2.3% compared with 2.4% in 2026.
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Market concerns into in

perspective

put

The concerns fuelling this market volatility are
rooted in three primary areas: fiscal discipline,
political stability, and short-term growth. France has
struggled to meet its fiscal consolidation targets in
three of the last four years, leading to a projected
debt-to-GDP ratio exceeding 120% for next year. This
fiscal fragility is compounded by a complex political
landscape. Since the summer of 2024, a hung
Parliament has made passing budgets a precarious
exercise. With presidential elections approaching in
April and May 2027 and polls showing strong
support for parties on the Far Left and the Far Right,
investors are pricing in a degree of political
uncertainty. Furthermore, the economy narrowly
avoided a recession in the first half of 2026,
underperforming relative to the broader eurozone.
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However, despite these alarming signals, a
narrative of panic is not justified. While the
market's reaction is a necessary wake-up call for
policymakers, drawing parallels with the Greek
government debt crisis is not relevant. France
possesses fundamental structural strengths that
provide a robust buffer. As already mentioned, the
economy remains capable of returning to its 1%
trend growth rate, and the nation's financial
resilience is underscored by household financial
assets that amount to approximately twice the level
of public debt.

Crucially, the political climate is shifting towards a
consensus on fiscal responsibility. While the
potential winner of the 2027 election remains
uncertain, public opinion has overwhelmingly
identified public debt as a priority. Candidates
across the political spectrum, from the Centre Left to
the Far Right, are committed to stabilising the debt-
to-GDP ratio by 2032 and capping deficits at 3%.

There is also a general acceptance of the necessity
for pension reform and a unanimous commitment
to remain within the euro area. No major political
force wishes to be held responsible for a financial
crisis, and this should facilitate the passing of the
2027 budget.

While the path to the forthcoming election in spring
2027 will likely remain bumpy, the extreme
scenarios currently suggested by market pricing are
improbable. It is also important to note that France
is not alone in this trend; other high-debt eurozone
sovereigns have also seen their spreads widen as
yields rise globally. This broader trend may prompt
the European Central Bank to reconsider the pace of
its quantitative tightening, especially as the Federal
Reserve and the Bank of England are adjusting their
stances.
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In sum, while alarm bells in the bond market are
ringing, they serve as a catalyst for necessary fiscal
correction rather than a signal of imminent
collapse. France's structural fundamentals and a
growing political alignment towards stability
suggest that the current volatility is a transition
phase rather than a systemic failure.
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BNP Paribas Forecasts BNP Paribas Forecasts

GDP Growth % 225 2% 227 CPlInflation% 225 226 227
United States 21 22 23 United States 27 34 23
Japan 12 10 12 Japan 31 20 25
UK 13 12 13 UK 34 32 3.2
Switzerland 18 20 17 Switzerland 0.2 0.6 0.7
Eurozone 13 11 15 Eurozone 21 3.0 28
Germany 0.3 11 13 Germany 23 27 26
France 0.9 0.5 1.0 France 0.9 24 23
Italy 0.7 0.9 0.8 Italy 1.6 29 21
Emerging Emerging

China 5.0 46 45 China 0.0 1.0 12
India* 7.8 6.7 6.9 India* 21 5.0 46
Brazil 23 19 13 Brazil 5.0 45 46
* Fiscal year * Fiscal year

Source : BNP Paribas - 01.10.2026 Source : BNP Paribas - 01.10.2026
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DISCLAIMER

This marketing document is communicated by the Wealth
Management Métier of BNP Paribas, a French Société
Anonyme, Head Office 16 boulevard des Italiens, 75009 Paris,
France, registered under number 662 042 449 RCS Paris,
registered in France as a bank with the French Autorité de
Controle Prudentiel et de résolution (ACPR) and regulated by
the French Autorité des Marchés Financiers (AMF). As
marketing material, it has not been prepared in accordance
with legal and regulatory requirements aimed at ensuring the
independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It has not
been submitted to the AMF or any other market authority.

This document is confidential and intended solely for the use
of BNP Paribas SA, BNP Paribas Wealth Management SA or
their affiliates ("BNP Paribas”) and the persons to whom this
document has been delivered. It may not be distributed,
published, reproduced or disclosed by any recipient to any
other person, nor may it be quoted or referred to in any
document, without the prior consent of BNP Paribas.

This document is provided solely for information and shall not
constitute an offer or solicitation in any state or jurisdiction in
which such an offer or solicitation is not authorized, or to any
person to whom it is unlawful to make such offer, solicitation
or sale. It is not, and under no circumstances is it to be
construed as, a prospectus.

Although the information provided herein may have been
obtained from published or unpublished sources considered to
be reliable and while all reasonable care has been taken in
the preparation of this document, BNP Paribas does not make
any representation or warranty, express or implied, as to its
accuracy or completeness and does not accept responsibility
for any inaccuracy, error or omission. BNP Paribas gives no
warranty, guarantee or representation as to the expected or
projected success, profitability, return, performance, result,
effect, consequence or benefit (either legal, regulatory, tax,
financial, accounting or otherwise) of any product or
transaction. Investors should not place undue reliance on any
theoretical historical information regarding such theoretical
historical performance. This document may contain or refer to
past performance; past performance is no guarantee for future
performance.
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The information contained in this document has been drafted
without prior knowledge of your personal circumstances,
including your financial position, risk profile and investment
objectives.

Prior to entering into a transaction each investor should fully
understand the financial risks, including any market risk
associated with the issuer, the merits and the suitability of
investing in any product and consult with his or her own legal,
tax, financial and accounting advisors before making his or her
investment. Investors should be in a position to fully
understand the features of the transaction and, in the absence
of any provision to the contrary, be financially able to bear a
loss of their investment and willing to accept such risk.
Investors should always keep in mind that the value of
investments and any income from them may go down as well
as up and that past performance should not be seen as an
indication of future performance. Any investment in a product
described herein is subject to the prior reading and
understanding of the legal documentation concerning the
product, and in particular the one which describes in details
the rights and obligations of investors as well as the risks
inherent to an investment in the product. Save as otherwise
expressly agreed in writing, BNP Paribas is not acting as
financial adviser or fiduciary of the investor in any transaction.
The information, opinions and projections expressed herein
reflect the opinion of their author at the time of writing they
are not to be relied upon as authoritative or taken in
substitution for the exercise of judgment by anyone, and are
subject to change without notice. Neither BNP Paribas nor any
BNP Paribas Group entity accepts any liability whatsoever for
any consequences that may arise from the use of information,
opinions or projections contained herein.

As distributor of the products described herein, BNP Paribas
may receive distribution fees on which you can obtain more
information upon specific request. BNP Paribas, their
employees or administrators may hold positions in these
products or have dealings with their issuers.

By accepting this document, you agree to be bound by the
foregoing limitations.
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