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THE FRENCH ECONOMY s APRdL 1987

SUMMARY

1. THE ECONOMY 1S LOOKANG WNCREASINGLY DREARY. #N A FORECAST
PUBLISHED TODAY, 15 MAY, WNSEE PREDICTS A LCWER RATE OF GROWTH THAN
LAST YEAR'S MODEST 2,0 PERCENT, AND HAS RECENTLY DEMONSTRATED THAT
ONE THWIRD OF LAST YEAR'S GROWTH WAS DUE TO STOCKBU:ILI:ING. POOR
FORE:LGN TRADE F:lGURES N Q1 HAVE TAKEN THE GOVERNMENT BY SURPRISE.
UNEMPLOYMENT CONTUMUES TO RUSE STEADILY AND, AS A PERCENTAGE OF THE
LABOUR FORCE, T OVERTOOK BRITAIN'S N MARCH. THERE S NO SIGN YET
OF THE SUGRIFICANT UNCREASE N #RVESTHMENT WHICH 1S AN WIMPORTANT
FEATURE OF THE GOVERNMENT'S ECONOMIC STRATEGY FOR 1987, THE
UHKELMHOOD OF A MODEST RECOVERY uN H2 3h§ RECEDING. AS THE 1988
PRESIDENT.LAL ELECTIONS APPROACH, THE GOVERNMENT HAS TO CHOOSE
WHETHER TO BOOST DEMAND, AT THE RASK OF A BALANCE OF PAYMENTS
CRUSHS, OR TELL THE ELECTORATE PRESENT POLICHES W.LL WORK tH THE
LONGER TERM. BALLADUR S DETERMINED TO KEEP WIS COLLEAGUES ON THE
PATH OF ViIRTUE AND S DRAWING STRENGTH FROM THE EVDENCE THAT VURTUE
1S BEING REWARDED BY SUCCESS N THE UK.

DETA4L.

2. TODAY, 15 MAY, JHSEE, THE OFFWQAL FORECASTIING AGENCY, HAS
PUBLLSHED A REVASED FORECAST FOR GDP GROWTH 1R 1987. MO DOUBT UNDER
POLdTACAL PRESSURE, ilT FAILS TO QUANTUFY (TS PREDMCTION BUT POANTS
TO A RATE CLOSE TO THE 1.4 PERCENT AND 1.6 PERCENT RECORDED uH 1985
AND 1984, THE SENIOR DOMEST:NC FORECASTER AT THE AGEHCY HAS TOLD US
‘% CONFWDENCE THAT HE PERSONALLY PREDWCTS GROWTH OF OHLY 1.0 PERCENT
OR EVEN SLUGHTLY LESS N 1987. THIS #8 FAR REMOVED FROM THE
OPTaMIST4C FORECAST OF 2,8 PERCENT ON WHICH THE GOVERNMEWT BASED THE
1987 BUDGET AND ONLY HALF TS MARCH FORECAST OF 2.0 PERCENT. (HNSEE
HAS RECENTLY PUBL/ISHED FibGURES SHOWING THAT THE APPARENT
ACCELERAT:ON #R GROWTH OF TRADED GDP u# 1966 TO 2.0 PERCENT, FROM
1.4 PERCENT fifN 1985 WAS DUE ENTURELY TO STOCKBUWLDING.

3. A FOREA-GN TRADE DEFUQHT OF F3.3 EiLL#ON S.A. FOB/FOB itd MARCH WAS
AN UNPLEASANT SURRISE FOR THE GOVERKMENT. WT GAVE A DEFMCHT FOR 1987
QL OF F6.2 MILLAON, FOLLOWING THE PUBLHCATHON OF THE KARCH FhiGURE AN
UNNAMED OFF(CHAL sk THE MIGISTRY OF EXTERNAL TRADE WAS QUOTED ¢N THE
PRESS AS SAYING THAT MS MINBSTRY EXPECTED A DEFICHT OF F15-20
BILLUON THIS YEAR. THE MINLSTRY OF FANANCE PRIWATELY CONFdURM THIS,
AND (iHSEE PREDUCT THE SAME, ONLY 3 WEEKS AGO THE GOVERNMENT RENEWED
TS FORECAST QF A 1987 SURPLUS OF F1.0 ELLJON, FOLLOWIKG A SURPLUS
CF FO.5 BWL.LION AN 1986, THE RELENTLESS DETERIORATHON tiM TRADE ud
MAKUFACTURED GOODS HAS CONT:KWNUED. #N 1987 Q1, »f ARMS SALES ARE
EXCLUDED, THERE WAS A DEFIC:T uN MANUFACTURED GOODS OF F2.2 BuLL:AON
SeA. CF/FOBs AND uH MARCH, EVEN WiTH ARMS SALES WNCLUDED, THERE WAS
A MONTHLY DEF.ICwT OF F1,9 BqLLION, THE FIRST FOR 5 YEARS.
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4. THE GOVERNMENT MUST ALSO BEGIN TO DOUBT TS PREDACTMON THAT uN
1687 :INCREASED ANVESTMENT BY COMPAMIES willL REPLACE PR4VATE
CONSUMPTHON AS THE MANN ENGWE OF THE ECONCMY. ALTHOUGH «4N Q1
PRIVATE CONSUMPTION HAS STABMLIISED AND MAY EVEN HAVE DECREASED
" SUMGHTLY, {INSEE CONTHNUE TO PREDMCT A MODEST KRCREASE ilN #NVESTMENT
BY COMPANIES FOR THE WHOLE YEAR, N PARTICULAR THE PROSPECTS FOR A
MUCH NEEDED WNCREASE N WNVESTMENT #.N MANUFACTURING ARE POOR,
WHOLESALERS REPORT A MARKED DECREASE 4N SALES OF CAPTAL GOQDS SuNCE
THE BEGINNING OF THE YEAR AND SEE LUTTLE CHARCE OF AN 4MPROVEMENT (kN
THE COMING MONTHS.

5. MEARWR4LE UNEMPLOYMENT HAS CONT:INUED TO R4SE STEADMLY ARD
REACHED 2,675,900 S.A. sIX MARCH, 11,1 PERCENT OF THE LABOUR FORCE.
THE FRERCH UNEMPLOYMENT RATE HAS THEREFORE OVERTAKEN BRATAIN'S (11.0
PERCENT N MARCH). ANSEE PREDUCT THAT ON PRESENT POLUCHES
UNEMPLOYMENT wiLL RMSE TO AROUND 2,85 MILL{4ON BY DECEMBER, BUT THE
GOVERNMENT S LAKELY TO ¥NTRODUCE ADDYTHONAL MEASURES WHICH wiil AT
LEAST SLOW THdS RiiSE.

6. THE ANNUAL RATE OF UNFLATAON (CHANGE DURWNG 12 MONTHS) FELL FROM
3.4 PERCERT iIN FEBRUARY TO 3.3 PERCENT #H MARCH AND N PUBLIC THE
GOVERNMENTY d8 STUCKWNG TO TS TARGET OF 2.4 PERCENT FOR 1987. BUT
TS SENHOR DOMESTUC FORECASTER TOLD US #N CONFWDENCE YESTERDAY THAT
THEY ACCEPT THAT THE FWGURE OF 3,5 PERCENT PREIMNCTED BY UNSEE uS
PLAUSHBLE, THE FUGURE JUST ANNOUNCED FOR APRiL, 005 PERCENT, 1§ BAD.

T. TO ADD TO.THE GOVERNMENT'S WORRIES THE SPECTRE OF YET ANOTHER RUN
ON THE FRANC RAGSED w8 HEAD 3iN THE WEEK ENDiING 8 MAY WHEN THE BARK
OF FRANCE MAD TO #NTERVENE TEMPORARULY i THE MONEY MARKETS TO

SUPPORT THE FRANC AGAUNST THE MARK

—

8. BALLADUR CONTUNUES TO RES{IST PRESSURE FOR A BOOST TO THE ECONONMY.
BY DETERR‘NG WNSEE FROM PUBLISHMNG THE FIGURE OF 1 PERCENT AS TS
FORECAST FOR @H HE WLL HAVE MINIRISED THE POL:ATUCAL PRESSURE ON
HiM, kT WHL TAKE FAR MORE PRESSURE THAN WE HAVE SEEN SO FAR TO MAKE
HWM SHIET BIS STANCE TO ANY MAJOR EXTENT. WS FORECASTERS HAVE TOLD
US HE 1S DRAWING ENCOURAGEMEMT AND STRENGTH FROM THE GROWING
EVADENCE THAT WIRTUE &S BEANG REWARDED BY SUCCESS ‘¢N THE UK. (OUR
EFFORTS TO ACRJEVE RECOGN#TION OF THIS SUCCESS HAVE QUNTE SUDENLY
BEGUN TO BEAR FRUWT AND ECONOMIC JOURNALKSTS ARE SHOWING A NEW
READINESS TO REFLECT DMRECTLY OUR BRIEFING N WHAT THEY WRMTE.)
MEANWHILE THE GOVERNMENT #S STILL TRY!UNG TO GET PUBLIC OPiLNUON TO
FORGET TS EARLIER PROMISES OF QUICK ECONOMIC RESULTS AND THINK N
TERMS OF A LONG HAUL TO PUT THE ECONOMY RibGHT thN TUME FOR THE SHUMNGLE
EC MARKET «A 1992,
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FRANCE: ECONOMIC REPORT FOR APRIL 1987

SUMMARY

1. The economy is looking increasingly dreary. GDP growth is
sluggish, the balance of trade TS deterroracing, unemployment is
inereasing steadily and the annual rate of inflation is running well
above the Goverment's target rate.

2. Three forecasts published in April predict GDP growth of only
between 1\F% and 1.7% in 1987. Figures publshed by INSEE show that
although marketed GDP grew by 2.0% in 1986, a third of this is due to
stockbuilding.

3. The foreign trade figures for Q1 are poor and a return to deficit
for 1987 as a whole seems likely. The relentless decline in the
balance on manufactured goods has continued.

4, The steady rise in unemployment has continued and reached
2,675,400sa in March, 11.1% of the labour force, thus overtaking
Britain's rate, which fell to 11.0%.

5. The annual rate of inflation stabilised at around 3.4%
significantly above the Government's target for 1987 of 2.4%.

6. The Government will publish a plan for a further staged reduction
on taxation and the budget deficit for 1989-91.
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