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France’s political turmoil: Potential 
economic impacts 
 

2024 was expected to be a turbulent election year with 
more than 80 countries voting, but everyone was surprised 
when President Macron dissolved parliament and called 
snap parliamentary elections in the aftermath of European 
elections. 

After the 2nd round, which took place on July 7th, no party 
secured an absolute majority resulting in a hung 
parliament. The situation requires political forces to form a 
coalition in order to designate the future prime minister, 
who will be responsible for forming a new government.  

Given the results, centrists will seek to form a cross-party 
government, but Macron rejected the option of a coalition 
that would include the far-left LFI (La France Insoumise). 

Thus, even though it is now certain that the far-right RN 
(Rassemblement National) will not come to power, France 
will likely face months of political, fiscal and regulatory 
uncertainty. 

Against this backdrop consumer and investor confidence 
could collapse. Economic agents will certainly 
postpone their decisions, especially their investments. 
The situation will most probably weaken corporate 
investment, consumption and the housing market. 
However, recent history shows that economic activity can 
resist even with depressed consumers. The Yellow Vest 
episode (2018-2019) resulted in a sharp decline in 
consumer confidence, while retail sales and GDP showed 
great resilience.  

 
 
Assuming the new PM is backed by the centrists, (maybe) 
the traditional right and the moderate wing of the “Front 
Populaire”, no major policy shift is expected. However, 
this government will lack support and may face difficulties 
in passing new legislation, including the 2025 budget, 
which will require fiscal consolidation to address European 
Union’s concerns about the fiscal deficit and public debt.  

In this context, markets, foreign and domestic investors will 
remain cautious. Neither a clash with the European 
Union nor an excessive divergence in yields (over 
German Bund) is anticipated. France still benefits from a 
strong institutional investor base, as evidenced by the 
success of its last government bond sale, which was 
oversubscribed 2.59 times.  

 
 
Thus, we do not expect the ECB to intervene (as the BoE 

did following Liz Truss’s mini-budget, which triggered a 

debt crisis in September 2022). But France’s public 

finances are under pressure. Its rating was lowered by S&P 

from AA to AA- in May and could be challenged again, while 

the European Commission is considering opening an 

“excessive deficit procedure” against France. As a result, 

France’s risk premium will remain elevated. 

 
 
On the FX front, the EUR will remain under pressure 
amid persistent uncertainties. Above all, the monetary 
policy divergence between a more dovish ECB and a 
relatively more neutral Fed is weighing on the single 
currency. 

Uncertainties could slow economic growth, while the ECB’s 
less-restrictive monetary policy should support credit 
growth. Given the demographic shift, led by the retirement 
wave of the baby boomers, the labor market should prove 
resilient despite economic uncertainties, thereby 
supporting consumption (although the trade-off between 
consumption and savings remains uncertain). In this 
context, downside economic risks will remain limited, 
and the potential impact on banks’ balance sheets will 
be under control. All in all, the impact on economic 
growth and credit risk (sovereign, corporate and 
household) should remain contained. However, 
prolonged uncertainties could weigh on   potential 
growth in France (and the euro area as a whole), given 
the massive investments needed to manage the energy 
and digital transitions and to narrow the economic gap 
with the US and China.  
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Geographical Presence 
CBH is present in Geneva, Zurich, London, Luxembourg, Israel, Hong Kong, Rio de Janeiro, São Paulo and 
The Bahamas. Due to its international exposure, it is under the consolidated supervision of the FINMA in 
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Disclaimer 
This publication is for information purpose only and does not 
constitute any offer, inducement, and recommendation by CBH 
Compagnie Bancaire Helvétique SA or any other members of its 
group. Particularly, this publication does not constitute a 
prospectus, and the published information is not to be understood 
to be an offer of sale of any securities or an investment proposal 
of any kind. 

It is general information based on proprietary knowledge, 
information furnished by third parties, and publicly accessible 
sources. It is not solely the result of independent financial 
research, therefore the legal requirements regarding the 
independence of financial research do not apply. The information 
and opinions expressed in this publication were published by CBH 
Compagnie Bancaire Helvétique SA, as of the date of writing and 
are subject to change without notice, in particular any prices 
indicated are current as of the date of this publication, and are 
also subject to change without notice. 

Investments in the asset classes mentioned in this publication 
may not be suitable for all recipients and may not be available in 
all countries. This publication is not directed to, or intended for 
distribution to or use by, any person or entity who is a citizen or 
resident of, or located in, any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use 
would be contrary to law or regulation. This publication has been 
prepared without taking account of the objectives, financial 
situation or needs of any particular investor. Before entering into 
any transaction, investors should consider the suitability of the 
transaction to individual circumstances and objectives. 

Professional advice, including tax advice, should be sought if 
investors are in doubt. The value of investments and the income 
from them may fall as well as rise and is not guaranteed, therefore 
they may not get back the original amount invested; the value of 
an investment may fall suddenly and substantially; past 
performance is not a guide to future performance; and levels and 
basis of, and reliefs from, taxation may change from time to time. 
Changes in foreign exchange rates may have an adverse effect on 
the price, value or income of an investment. 

Please note that the value of investments and the income from 
them may fall as well as rise and is not guaranteed, therefore they 
may not get back the original amount invested; the value of an 
investment may fall suddenly and substantially; past performance 
is not a guide to future performance; and levels and basis of, and 
reliefs from, taxation may change from time to time. Changes in 
foreign exchange rates may have an adverse effect on the price, 
value or income of an investment. 

No representation is made with respect to the accuracy and 
completeness of this publication, and this publication should not 
be relied on. Possible errors or incompleteness of the information 
contained in this publication do not constitute grounds for liability. 
Neither Compagnie Bancaire Helvétique SA nor any other 
members of its group are liable for the information contained in 
this publication. 

This publication may only be distributed in countries where its 
distribution is legally permitted by CBH's local entities. This 
publication is not directed to any person in any jurisdiction where 
(by reason of that person’s nationality, residence or otherwise) 
such publications are prohibited. 

Important Distribution Information 

Switzerland - This publication is distributed by CBH Compagnie 
Bancaire Helvétique SA, an authorized and regulated entity by the 
Swiss Financial Market Supervisory Authority FINMA in 
Switzerland. 

Bahamas - This publication is distributed to clients of CBH 
Bahamas Ltd. and is not intended for distribution to persons 
designated as a Bahamian citizen or resident for the purposes of 
the Bahamas Exchange Control Regulations and rules. Thus, it is 
only intended for persons who are designated or who are deemed 
non-residents.  

Hong-Kong – This publication is distributed by CBH Compagnie 
Bancaire Helvétique SA, and is distributed by CBH Asia Limited 
on its own behalf to its clients. CBH Asia Limited is a company 
licensed with the Hong Kong Securities and Futures Commission 
(SFC), and registered with the Mandatory Provident Fund 
Schemes Authority (MPFA) and the Hong Kong Insurance 
Authority (IA). 

UK - This publication is distributed to clients of and by CBH 
Wealth UK Limited, authorized and regulated in the United 
Kingdom by the Financial Conduct Authority [FRN 514546]. This 
document is intended for general information purposes, and not 
considered as investment research. For full information on CBH 
Wealth UK Limited communications, please visit our website or 
speak to your Relationship Manager. 

United States - Neither this publication nor any copy thereof may 
be sent, taken into or distributed in the United States or to any us 
person. 

This publication may contain information obtained from third 
parties, including ratings, scoring measures, prices and other 
data. Reproduction and distribution of third-party content in any 
form is prohibited except with the prior written permission of the 
related third-party. Third-party content providers do not guarantee 
the accuracy, completeness, timeliness or availability of any 
information, including ratings, and are not responsible for any 
errors or omissions (negligent or otherwise), regardless of the 
cause, or for the results obtained from the use of such content. 
Third-party content providers give no express or implied 
warranties, including, but not limited to, any warranties of 
merchantability or fitness for a particular purpose or use. Third- 
party content providers shall not be liable for any direct, indirect, 
incidental, exemplary, compensatory, punitive, special or 
consequential damages, costs, expenses, legal fees, or losses 
(including lost income or profits and opportunity costs) in 
connection with any use of their content, including ratings. Credit 
ratings are statements of opinions and are not statements of fact 
or recommendations to purchase, hold or sell securities. They do 
not address the market value of securities or the suitability of 
securities for investment purposes, and should not be relied on as 
investment advice. 

Copyright and database rights protection exists in this publication 
and it may not be reproduced, distributed or published by any 
person for any purpose without the prior express consent of CBH 
Compagnie Bancaire Helvétique SA. All rights are reserved. 
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