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France and Europe:  
economic developments, reforms 
and attractiveness

François Villeroy de Galhau

In my remarks today, I would like to ela-
borate on what I call “the French mo-
mentum” and more generally the “euro 
area momentum”. We have a unique op-
portunity to implement crucial reforms 
both in France and in Europe that we 

share with you some thoughts on our 
cyclical favourable environment hence, 
our structural acceleration, and Paris‘ at-
tractiveness, including in the post-Brexit 
world we must prepare.

Present expansion phase 

The euro area economy is experiencing a 

1): we have now seen 19 consecutive 
quarters of positive growth. In 2017, real 
GDP growth peaked at 2.5 percent and 
short-term economic indicators all point 
to a continued economic upswing. Accord-
ing to the latest ECB projections, real GDP 
is expected to expand at 2.4 percent in 
2018, above potential. The breadth of 

this steady economic growth is notewor-
thy: dispersion across countries and sec-
tors is at its lowest level for two decades. 
Growth has been supported by buoyant 
domestic demand and a pick-up in net ex-

been very favourable, supporting invest-
ment, while private consumption has  

This steady economic growth has trans-
lated to the labour market bringing close 
to 8 million workers back to employment 
since 2013, more than offsetting the los-

 
2). Annual growth in employment has  
reach ed its highest level since 2008 and 
the unemployment rate fell to 8.7 percent 
in the fourth quarter of 2017, the lowest 
rate for nine years. Looking ahead, unem-
ployment is expected to further decrea se 
to reach 7.2 percent in 2020, in spite of 
an increase in the participation rate.

In France, GDP growth is robust, aver-
-

sion is expected to continue at a sustained 
pace in 2018, supported by strong domes-
tic demand and a notable increase in ex-
ports. Investment should remain robust 

and the positive business outlook. Net ex-
ports are expected to pick up in 2018 and 
be supportive of growth. The upswing is 
expected to continue in 2019-2020 with a 
GDP growth rate which should remain 
above-potential growth, despite a slight 
slackening in global demand.

Progress towards the target

In France too, the ongoing recovery has 
led to a strong decline in the unemploy-
ment rate which fell to 8.9 percent in the 

2015, job creation has been boosted by 
measures to reduce labour costs (CICE, 

to French structural reforms in more de-
tail later. Although the unemployment 
rate is still too high, notably among 
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young people, our latest projections 
forecast a steady decline until 2020. Net 
job creations are expected to remain 
strong as the economy improves. Follo-
wing improvement in the labour market, 
wage growth is expected to build up, 
supporting households‘ disposable in-
come and underpinning solid private 
consumption dynamics.

remain subdued. Yet, the ongoing eco-

nomic upturn and the labour market im-
provements are expected to pave the 

rate below, but close to, two percent 
over the medium term. Our forecast is 
1.7 percent for 2020.

area and improvement in the outlook for 
-

commodative monetary policy of the 

path of adjustment back towards our in-

gradual normalisation. And we won‘t 

should expect us to delay a warranted 
monetary normalisation in order to ac-

commodate the debt problems of any 
member state.

Our structural acceleration:  
France is catching up

cannot be the only game in town, as it 
may have only a limited impact on natio-
nal economic adjustments within the 

-

have successfully launched major reforms 
and reached higher and sustainable 
growth while preserving their social mo-

spur economic growth in the medium 

high and potential growth remains signi-

the full economic potential of European 
countries.

The case of France, today, is particularly 
interesting in that regard. France faces 
important structural challenges but as al-
ready said, the economic environment 
for reform has never been more favour-

the good news is that reforms are on a 
-

dependent Central Banker: the new go-
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François Villeroy de Galhau

Gouverneur de la Banque de France, Paris

Dass die Wirtschaft des Euroraums in 19 aufeinan-
der folgenden Quartalen ein positives Wachstum 
erlebt und seit 2013 fast 8 Millionen Arbeitneh-
mer wieder in Beschäftigung gebracht hat, führt 
der Autor nicht zuletzt auf die expansive Geldpoli-
tik der EZB zurück. Ebenso verweist er auf den all-

-

Zielmarke im Euroraum. Neben der wichtigen 
 
 

für das Wirtschaftswachstum für unerlässlich. In  
diesem Zusammenhang lobt er das starke Engage-

-
che Strukturreformen zur Förderung von Beschäf-
tigung, Produktivität und Widerstandsfähigkeit. 

-
schen Wirtschaft wertet er den Brexit als schlechte 
Nachricht. Als Grundstein für das künftige Ab-
kommen zwischen der EU und UK erhofft er sich 
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vernment has indeed displayed a strong 
commitment to reforms and already im-
plemented major structural reforms to 
boost employment, productivity and resi-
lience. 

The recent labour market reforms have 
widened the negotiation space given to 
social partners for decision-making and 
reduced the uncertainties of labour dis-

ployment.

The ongoing apprenticeship reform aims 
at making this status more attractive for 

le youth unemployment. In a context 
where the number of job vacancies re-
mains too high, the ongoing reform of  
lifelong vocational training, which is cur-

help to better match the skills of workers 
-

cant reforms of primary and secondary 
education and university, and you can ex-
pect a steady improvement in French 
labour‘s skills in the coming years.

Reforms enhance post-Brexit position

also be an essential building block in im-
proving the functioning of the labour 

effort should increase labour force parti-
cipation and also contribute to tackling 
structural unemployment, while improv-

Finally, consistent tax reforms have aimed 
at rebalancing the tax burden from pro-
duction factors towards broad-based ta-
xes. Labour costs were lowered, with in 
particular a tax credit on payroll, imple-
mented in 2013 and reinforced by social 
contribution cuts this year. Regarding 
cap ital, important measures have also 
been taken to alleviate taxation on pro-
ductive capital and savings: the scrapping 
of the household wealth tax on every-
thing except property assets, the intro-

capital gains, dividends or interests and a 

-

should contribute to supporting the posi-
tive trend in private domestic and for-
eign investment in France.

All these reforms should be enhanced by 
further progresses made by the French 
government to improve the sustainability 

an acceleration in this respect. Neverthe-
less, the present package is already im-
pressive, and reinforces the attractive-
ness of France. As you know, France has 
many assets: it has many fast-growing 

infra struc tures and a high-standard qua-
lity of life. But more importantly, its capi-
tal, Paris, besides being one of the most 
attractive cities in Europe, is in a strong 
position to become the main euro area 
centre for market activities, especially in 
the Brexit context.

Consequences of the Brexit

Brexit was and remains bad news mostly 
-

rope. As for now, there is one principle 
which in our view is the corner stone of 
the future agreement between the Euro-

preserving the integrity of our common 

means that we cannot separate access 
-

not get a European passport and access 

comply with the single market‘s rules and 
do not recognise the authority of the Eu-
ropean Court of Justice. 

The City of London will of course remain 

no longer be in the position to serve as 

backdrop, further integration of capital 

integrated approach combining and co-
ordinating the Juncker Investment Plan, 

-

390 billion Euro in annual surplus savings 
in the euro area.

Another consequence of Brexit is that a 
-

therefore change even though we do not 
expect the emergence of a continental 
“City of London” but a more multipolar 
and specialised competitive structure. It is 
our collective responsibility to foster a 
competitive and fair ecosystem for inter-

book, this competition will exclude any 
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Der Beitrag basiert auf einer Rede des  
Autors anlässlich des „Paris Europlace  
International Financial Forum“ in New York City, 
am 18. April 2018.

 
of the charts on our website by entering the 
title and / or the name of the author. 

www.kreditwesen.de

regulatory or supervisory “race to the 
bottom”.

Paris‘ attractiveness  
in a post-Brexit world

centre has many assets. Paris hosts one of 
the most developed capital markets in 

agement industry, a leading bond mar-
ket, the largest commercial paper market 

equity investor in continental Europe. 

The French government and the French 
-

que de France, are also working together 

to facilitating the dissemination of sound 

These investments are protected by a 
very resilient banking system, accompa-
nied by consistent regulation. Let me re-
mind you that Paris is already home to 

-
thority and will soon host the European 
Banking Authority.

In addition, the Paris Court of Appeal was 
granted an international chamber last Fe-
bruary, with international commercial af-
fairs falling within its remit. That will duly 
complete the Paris court organisation, 
which already includes an international 
chamber in its commercial court. Last but 
not least, let me stress that the French 
authorities are making sure that the Paris 

-

 
friendly regulatory framework, for in-
stance in areas such as bond issuance and 

-
forts have been made by the French go-
vernment to alleviate the tax regime and 
social contributions of “impatriates.” 

-

the new one, including on the eve of the 
business summit last Jan uary.

France is changing, for the better. But it 
is still dependent on its economic envi-
ronment, obviously. Let me conclude 
with two wishes. First: that Europe is cou-
rageous enough to strengthen itself 
through this cyclical upswing. Combining 

stimulus in Germany, as will happen, is 

area to avoid overburdening monetary 
policy by the next recession. And second, 

clear-sighted enough to address their 
economic challenges through multilater-
al answers, and not unilateral ones: here 
too, France is a reliable partner.
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