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Summary

We estimate that corporate insolvencies will decrease by 5% year-on-year in 2011: to 49,000 cases. However, this 
is still well above pre-crisis levels. Nevertheless, the median Expected Default Frequency (EDF) for French listed 
companies is now lower than in August 2008, i.e. before the credit crisis started.

Real GDP growth improved again in Q4 of 2010: up 1.4 % on the previous quarter. After a 1.5 % increase in 2010, 
the International Monetary Fund (IMF) expects the French economy to grow by a modest 1.6 % year-on-year in 
2011, as domestic consumption growth will be subdued and external demand will decrease.

The overall business climate improved further in April 2011, with turnover and orders in manufacturing and pro-
duction continuing to grow in early 2011. 

Although the government has announced measures to reduce the budget deficit in the coming years, it is unlikely 
that France will be able to meet the Maastricht deficit threshold of a maximum of 3 % of GDP for some time yet.

The insolvency environment

Corporate insolvencies will decrease 5% in 2011

In 2010, corporate insolvencies decreased 4 % year-on-year - to 51,600 cases - after yearly increases in 2008 
(19.6 %) and 2009 (4.9 %). We estimate that business failures will decrease by a further 5 % year-on-year in 2011.

Source: INSEE

Source: National Institute for Statistics and Economic Studies (INSEE). 

Sources: French Ministry of Finance; Global Insight. 

Sources: National Institute for Statistics and Economic Studies (INSEE), Global Insight  



Expected default frequency for French listed companies back to pre-crisis levels

The median Expected Default Frequency (EDF) for French listed companies recorded a minor increase, by 1 basis 
point, in March 2011 compared to February. However, since December 2010 the French median EDF has dropped a 
further 12 points - to 41 basis points. This constitutes a 31 basis points reduction year-on-year, with the EDF now 
lower than in August 2008, i.e. before the credit crisis started.

Sources: KMV Credit Monitor and Atradius Economic Research 

*The Expected Default Frequency (EDF) chart above is based on listed companies in the markets referred to, and the likelihood of default across all sectors within the next 
year. In this context, default is defined as a failure to make a scheduled payment, or the initiation of bankruptcy proceedings. Probability of default is calculated from three 
factors: market value of a company’s assets, its volatility and its current capital structure. As a guide, the probability of one firm in a hundred defaulting on payment is shown 
as 1 %.

Main economic developments 

According to the French National Institute of Statistics and Economic Studies (INSEE), real GDP growth improved 
again in Q4 of 2010, by 0.4 % year-on-year (Q3 of 2010: 0.2 %) and by 1.4 % on the previous quarter. This increase 
in growth can be attributed primarily to higher household consumption, with a rise in energy consumption due to 
the very cold winter and an increase in car purchases before the car scrappage scheme ended in January 2011. Total 
domestic demand, excluding inventory changes, contributed 0.6 points to output growth, after 0.4 % in the third 
quarter. For the whole of 2010, GDP rose 1.5 %, and is forecast to grow by 1.6 % in 2011.  

Source: INSEE Sources: National Institute for Statistics and Economic Studies (INSEE). 

Source: Eurostat. 

Source: National Institute for Statistics and Economic Studies (INSEE). 
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In 2010, exports of goods and services increased by 10.1 % after a sharp drop of 12.2 % in 2009, while imports 
also rose again - by 7.8 % - after their drop of 10.6 % in 2009. According to INSEE, the foreign trade balance turned 
positive again in the last quarter of 2010 after decreases in Q2 and Q3. Overall, net foreign trade accounted for 
0.4 % of GDP growth in 2010.

Source: Eurostat 

Private consumption increased 1.7 % in 2010 following a 0.6 % rise in 2009. Expenditure on household consump-
tion accelerated in Q4 (up 0.9 %, after the 0.5% rise in Q3 - see chart below) Household consumption of manufac-
tured goods increased 1.2 % in Q1 of 2011, after a 1.8 % increase in Q4 of 2010. According to INSEE, expenditure 
on household durables increased 2.6 % in Q1 of 2011 compared to 0.6 % in Q4 of 2010, on car purchases by 2.3 % 
(14.5 % in Q4 of 2010), and on textile by 0.8 % (down 0.8 % in Q4 of 2010).

Source: INSEE

 

Sources: National Institute for Statistics and Economic Studies (INSEE). 

Source: Eurostat. 

Source: National Institute for Statistics and Economic Studies (INSEE). 

Sources: National Institute for Statistics and Economic Studies (INSEE). 

Source: Eurostat. 

Source: National Institute for Statistics and Economic Studies (INSEE). 
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However, consumer confidence has declined somewhat between January and April 2011, with consumers´ ex-
pectations of the general state of the economy, their personal financial situation and the trend of inflation slightly 
more pessimistic in April 2011 than in March. Consumers´ expectations of their own financial situation and of the 
future economic situation remain below their long-term average.

Source: ICON

Consumption growth will be lower this year, with the expiry of stimulus measures and a decrease in households´ 
purchasing power, which had already dipped in Q4 of 2010 due in large part to rising consumer prices. In March 
2011 the consumer price index increased 0.8 % on the previous month and 2.0 % year-on-year (up 1.7 % in Febru-
ary), as a result of higher energy prices, which rose 15.3 % year-on-year. According to the IMF, consumer prices will 
rise by 2.1 % in 2011, after last year’s 1.7 % rise. 

Sources: National Institute for Statistics and Economic Studies (INSEE), Global Insight 

Sources: ICON. 

Sources: National Institute for Statistics and Economic Studies (INSEE). 

Source: OECD (MEI). 

.

Sources: National Institute for Statistics and Economic Studies (INSEE), Global Insight  
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Source: National Institute for Statistics and Economic Studies (INSEE). 

Sources: French Ministry of Finance; Global Insight. 

Sources: National Institute for Statistics and Economic Studies (INSEE), Global Insight  

Business confidence in the manufacturing sector has recovered comprehensively since mid-2009 and has 
continued to do so in recent months (see chart below). According to INSEE, as well as manufacturing, the business 
climate is particularly favourable in the services sector.

Source: OECD (Main Economic Indicators).

Manufacturing output continued to improve into 2011 (see chart below). According to INSEE, between December 
2010 and February 2011, new orders increased 7.2 % on the previous quarter and 13.6 % year-on-year, while turno-
ver increased 4.5 % on the previous quarter and 10.7 % year-on-year. 

Sources: French Ministry of Finance; Global Insight.

An INSEE survey has revealed that business managers expect investments in the manufacturing industry to increase 
14 % year-on-year in 2011, after declines of 21 % in 2009 and 2 % in 2010. According to the Banque de France, the 
cash position of French industrial firms improved to better than pre-crisis levels in Q1 of 2011. However, gross ope-
rating profits remained unchanged and profit margins decreased slightly on the previous quarter. At the same time, 
French industry’s capacity utilisation rate has continued to increase this year, but is still far below pre-crisis level.  

Business confidence in the construction sector remains subdued, although a Banque de France survey has shown 
that activity in building and civil engineering recovered in Q1 of 2011. Order books increased year-on-year, but the 
short-term outlook is still mixed. Wholesale trade recorded an increase in volumes traded compared to the previous 
quarter, and further growth in activity is expected in the next few months. 
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Sources: ICON. 

Sources: National Institute for Statistics and Economic Studies (INSEE). 

Source: OECD (MEI). 
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Source: National Institute for Statistics and Economic Studies (INSEE). 

Sources: French Ministry of Finance; Global Insight. 

Sources: National Institute for Statistics and Economic Studies (INSEE), Global Insight  

As a consequence of the credit crisis and stimulus measures, government debt increased sharply: to 78.1 % of GDP 
in 2009 and to 84.3 % in 2010, with the IMF forecasting an increase to 87.6 % of GDP this year. However, according 
to the French Ministry of Finance, the budget deficit increase was lower than expected in 2010 - to 7 % of GDP 
instead of 7.7 % - because of higher tax revenues and tighter spending discipline. The government aims at reduce 
the deficit to 5.7 % of GDP in 2011 and to 4 % of GDP in 2012. Although the government has announced measures 
to reduce the budget deficit in the coming years, it is unlikely that France will be able to meet the Maastricht deficit 
threshold of a maximum of 3 % of GDP for some time yet. 

Sources: French Ministry of Finance; Global Insight

Atradius  7 

Atradius Copyright 2011
This report is provided for information purposes only and is not intended as a recommendation as to particular transactions, investments or strategies in any way to any reader. Readers must make their 
own independent decisions, commercial or otherwise, regarding the information provided. While we have made every attempt to ensure that the information contained in this report has been obtained 
from reliable sources, Atradius is not responsible for any errors or omissions, or for the results obtained from the use of this information. All information in this report is provided ’as is’, with no guarantee 
of completeness, accuracy, timeliness or of the results obtained from its use, and without warranty of any kind, express or implied. In no event will Atradius, its related partnerships or corporations, or 
the partners, agents or employees thereof, be liable to you or anyone else for any decision made or action taken in reliance on the information in this report or for any consequential, special or similar 
damages, even if advised of the possibility of such damages.


