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Overview

At the initiative of President Macron, the government organised a “Great National
Debate” (Grand débat national) from 15 January to 15 March 2019 on key issues for
French citizens, including the ecological transition, taxation, public expenditure and
services, the organisation of central government and local authorities, democracy and
citizenship.

The measures to be adopted as a result of this nationwide debate are due to be
announced at the end of April 2019. Some of these measures are likely to affect the
public policies presented herein.

Consequently, this version of the National Reform Programme (NRP) - last updated on
1 April 2019 - is subject to the government's response to the findings of the Great
National Debate.

The French economic situation has improved over the past two years. The performance of the French
economy is proof that the reform programme launched in May 2017 is beginning to yield results.

» After particularly sustained growth in 2017 (2.3%), activity held up well in France against a less
buoyant international environment (slowdown in global demand, rise in oil prices and past appreciation of
the euro). Growth thus reached 1.6% in 2018, in line with the euro area average.

» The labour market situation is improving with a gradual but steady decline in the unemployment rate,
which stood at 8.5%" in the 4th quarter of 2018, the lowest since 2009. Job quality is also improving as
the full-time employment rate continues to rise.

» Competitiveness and the foreign trade situation have also recovered. Export market shares have
stabilised since 2012, the trade deficit excluding energy narrowed in 2018 and French exports performed
well in a number of sectors. The services surplus has reached a satisfactory level for several years in a row
and increased in both 2017 and 2018. Overall, foreign trade made a positive contribution to growth in
2017 and 2018. France is also experiencing renewed appeal, with inflows of foreign direct investment
reaching a 10-year high in 2017 and expected to remain high in 2018.

However, despite these improvements, France continues to suffer from structural weaknesses. In terms
of employment, the integration of young people and low-skilled workers into the labour market is still inadequate
and the market remains highly segmented. As for innovation, despite the bold policy of supporting research and
development, the spread of innovation within the manufacturing sector is still far too slow. With regards to public
finances, the amount of aggregate tax and social security contributions weighs heavily on households and
businesses and does not always mean better-quality services for users, despite funding public spending to a
significant extent.

While our social model has succeeded in limiting financial inequality and the poverty rate by
international standards, it has not succeeded in addressing inequality in terms of opportunity and
outcome. In particular, socio-academic inequality is higher in France than in neighbouring countries, access to
healthcare and housing remains too imbalanced, and some parts of the country, which are isolated from urban
hubs of activity, are seeing their economic and social conditions decline.

Our economic and social model must also be transformed to meet the challenges of the 215t century.
In particular, the ecological transition requires us to make fundamental changes to our production methods and
consumption patterns, while ensuring that this transition is carried out in a manner that is both fair and socially
acceptable. The ongoing digital revolution is also transforming all our economic and social structures. We must
adapt as quickly as possible to seize the opportunities it presents and to ensure that no one is overlooked.

1 Source: INSEE; Scope: Mainland France - 8.8% for the country as a whole.



Overview

To meet all these challenges, the government is pursuing an in-depth transformation strategy aimed
at generating stronger, more inclusive and sustainable growth. The implementation of this strategy began
in the summer of 2017 and will continue throughout 2019. This strategy is based on four key areas: recasting our
social model to build a fairer society; unleashing the full potential of the French economy; fostering the growth
model of tomorrow; and transforming government and balancing public finances.

*kk

RECASTING OUR SOCIAL MODEL TO BUILD A FAIRER
SOCIETY

In order to build a fair society, real social mobility opportunities must be provided to all by addressing the source
of inequality. Guaranteeing access to employment for the largest number of people and making social protection
universal are of particularly importance.

Employment must be the first form of protection provided to individuals. To this end, French labour law
has been reformed to enable companies to better adapt to their environment and unemployment insurance has
been conditionally extended to resigning employees and self-employed workers in order to make it more universal.
The ongoing reform of unemployment insurance must also combat job insecurity. The vocational training system
has been revamped to facilitate professional transition. This reform is completed by massive investment in skills
development through the «Creating a skills-based society» arm of the Great Investment Plan (GPI), which is geared
towards low-skilled workers, as well as by the reform of subsidised employment contracts, which focuses on
training and the extension of the Youth Guarantee scheme.

The revaluation of work is also essential for a fairer society. The ‘in-work benefit’ (prime d’activité) was
significantly increased on 1 January 2019, raising income at statutory minimum wage (Smic) level by €100. Since
1 January 2019, overtime wages have been exempt from all taxes and contributions. In addition, the measures
to promote the development of profit-sharing and incentive schemes contained in the PACTE (Business Growth
and Transformation Action Plan) Bill will make it possible to increase employee participation in company results
and to distribute profit more effectively. The process to improve the distribution of value was initiated at the
beginning of 2019 with the introduction of an exceptional purchasing power bonus (exempt from taxes and
contributions up to an amount of €1,000). These measures complete the €20 billion reduction in employee social
security contributions, which are to be partially replaced by the general social security contribution (CSG).

Our social model must reduce inequality in opportunities by helping all individuals, especially those
least likely to find employment. Government action reduces inequality in access to healthcare by improving
preventive measures (extension of the vaccination obligation, increase in the price of tobacco), encouraging people
to avail of healthcare («<100% health» agreement on «zero out-of-pocket costs») and promoting access to
healthcare for all through the «My Health 2022» plan (reform of medical courses, creation of local hospitals). The
introduction of the equality index will provide a concrete tool to address wage inequality between women and men.
Similarly, the systemic reform of the pension system, which will be presented in 2019, aims to make the system
fairer and easier to understand, by ensuring that each euro contributed guarantees the same rights for all.

Government action also aims to reduce the regional divide in terms of digital connectivity (High-Speed
Broadband Plan), access to healthcare (plan to combat physician shortages in rural areas) and access to mobility
solutions throughout the country (Mobility Reform Bill). Tailored action plans have been drawn up, targeting specific
areas in decline: priority urban neighbourhoods (QPVs), which will benefit from the Emplois francs scheme to
boost employment; medium-sized cities, which will be able to sign specific contracts to revive growth under the
Action cceur de ville plan; and industrial areas under the Territoires d’industrie initiative.

In order to better protect the most vulnerable individuals, the national strategy for preventing and combating
poverty focuses on the causes of poverty. The early childhood policy is being reinforced, namely in disadvantaged
neighbourhoods, with particular emphasis being placed on reintegration through employment and skills
development. In addition, a project to overhaul minimum social benefits has been launched with a view to creating
a universal employment income that will replace the various existing measures. A public integration service has
been set up to provide guidance and support to individuals who are least likely to find employment, by helping
them return to the labour market.
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UNLEASHING THE FULL POTENTIAL OF THE FRENCH
ECONOMY

To create a more prosperous society, we must unleash the full potential of the French economy by reforming the
labour market, taxation and the corporate environment.

Labour market reform has already started with the orders aimed at enhancing social dialogue, adopted in
2017, which granted a central place to collective bargaining at company level. They have provided greater certainty
to labour relations, in particular by introducing a mandatory scale for labour tribunals for damages in the event of
dismissal without real or serious cause. These reforms enable social dialogue to be more in tune with the reality
of the workplace and of companies. In addition, unemployment insurance rules are currently being reformed, with
several objectives: combating job insecurity and excessively short contracts, encouraging sustainable re-
employment and providing better support for jobseekers.

Bearing in mind that investment is the key to prosperity, capital taxation has been radically revised to prevent
it from deterring productive investment and, as a result, job creation. While marginal tax rates on capital
exceeded 100%, a single flat-rate levy on capital income was introduced, as in most neighbouring countries. The
wealth tax (ISF) has been replaced by a property wealth tax. In addition, the corporate income tax rate is gradually
being lowered, in order to reach 25% by 2022. Similarly, from 2019 onwards, the Competitiveness and
Employment Tax Credit (CICE) will be replaced by a permanent reduction in labour contributions, in order to
increase clarity and encourage job creation. Other tax reforms, such as the phasing out of the residence tax, the
implementation of the withholding at source system for income tax and the introduction of a tax on digital services,
will make the tax system fairer and more transparent.

Freeing up activity implies improving and providing certainty for the corporate environment. The
Business Growth and Transformation Action Plan (PACTE) represents a major step forward in raising barriers to
company growth by increasing thresholds, facilitating financing (development of retirement savings), strengthening
their innovation potential (support for partnership research) and reforming bankruptcy law to limit value destruction
in the event of difficulties (cross-class cram down mechanism). In addition, the increase in thresholds for the
certification of companies’ accounts and the provisions facilitating supplementary health insurance changes will
increase competition and therefore the competitiveness of our economy. In the services sector, other measures
to strengthen competition are being implemented in order to support consumers’ purchasing power (spare car
parts, driving schools, co-ownership management agents, etc.).

*%k%

FOSTERING THE GROWTH MODEL OF TOMORROW

Faced with ecological and digital challenges, sustainable growth cannot be achieved unless a new model emerges
that combines prosperity, social progress and ecology. This implies fundamental changes and massive investment
by both public and private bodies.

To create a skills-based growth model, our entire public education and training system is being
renewed to make it more efficient and more egalitarian. To this end, the halving of the number of pupils in
first- and second-grade classes (CP and CE1) across the priority education network (REP/REP+) and the lowering
of the compulsory school age from six to three will be particularly effective levers for reducing educational inequality
from an early age. At upper secondary-school level, the reform of the baccalaureate examination will become
effective in 2021. The vocational schools reform will provide better training for the professions of the future and
the apprenticeship reform will enhance the appeal of this path to excellence. Lastly, the university entrance reform
has made it possible to end the practice of random selection and should help combat the particularly high failure
rates in bachelor degree programmmes by reorganising the higher education system.

In order to build a sustainable growth model, a particularly bold programme has been set for an
ecological and inclusive transition, which aims to achieve carbon neutrality by 2050. This programme will
be underpinned by the National Low-Carbon Strategy (SNBC) and the Multi-Year Energy Programmme (PPE). In
particular, significant amounts of public funding have been allocated for this purpose, including €20 billion for the
“Accelerating the energy transition” component of the GPI, of which €9 billion will be dedicated to improving
energy efficiency in housing for low-income households and public buildings. The ecological transition also requires
a huge commitment to helping citizens change their behaviour at all levels. As such, various support measures
were significantly increased in 2019 (e.g., the energy voucher [chéque énergie], the car scrapping bonus [prime
a la conversion), etc.).
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Tomorrow’s growth must also be driven by an innovative economy. To this end, significant public resources
have been allocated to investment in research, innovation and development. Of the €57 billion earmarked for the
GPI, €13 billion in public funding will be allocated to innovative projects, particularly in the agricultural sector. In
addition, the Industry and Innovation Fund (F2I) has been set up to invest in disruptive innovation. A multi-year
research programming law will finally give laboratories visibility over their funding and identify the country’s major
strategic research programmes.

Changes to key sectors of our economy were successfully carried out in 2018 to strengthen our growth
model, particularly in the railway (New Railway Pact Act), housing (ELAN Act) and agricultural sectors (Egalim
Act).

*k%k

TRANSFORMING GOVERNMENT AND BALANCING PUBLIC
FINANCES

The transformation of our economic model must also involve the public sector. The need for fiscal consolidation
must encourage us to reduce the burden of public spending and increase its efficiency.

Improving the quality of public services requires, first and foremost, the streamlining of procedures and
the regulatory environment for businesses. Thus, the “one-in/two-out” rule established by a circular of 26 July
2017 has made it possible to combat normative inflation. In addition, efforts are being pursued to achieve the
objective of making all public services accessible online.

The ways in which the central government operates must also be radically transformed. To help the
various ministries carry out their transformation plans, the Public Action Transformation Fund (FTAP), with a budget
of €700m over five years, will support internal changes that improve the quality of services provided.

The Civil Service Transformation Bill, which was submitted on 27 March 2019, aims to improve human
resources management in government departments, in particular by making social dialogue more effective,
increasing the number of contract employees in the public service and facilitating employee mobility. Public
servants will thus benefit from more structured and varied career paths, and the quality of public services will be
improved. Public service managers will also be made more accountable through the revision of the decree on
«Public Budgetary and Accounting Management», with a more efficient and integrated expenditure chain,
improving the visibility and efficiency of the budgetary procedure.

The government will continue its fiscal consolidation efforts through the various public action reforms.
After reaching 2.8% of GDP in 2017, and falling below 3% for the first time since 2007, the public deficit continued
to improve in 2018, standing at 2.5% of GDP. The projected deficit for 2019 is expected to be 3.1%. However,
this exceeding of the 3% threshold will be both temporary and exceptional, as the underlying deficit is set to reach
2.3% in 2019, excluding the exceptional effect of the transformation of the CICE into a reduction in employer
contributions. The deficit is expected to be reduced to 2.0% in 2020 and then to decline further to 1.2% in 2022.
Lastly, the public expenditure ratio is expected to fall by almost 3 percentage points over the President’s five-year
term and the aggregate tax and social security contribution ratio by 1.4 points (at constant scope, restated for
the gradual integration of the ‘France Compétences’ skills agency).
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Background and macroeconomic scenario

1. MACROECONOMIC IMBALANCES

In 2018, France was removed from the category of countries with excessive macroeconomic imbalances as part
of the European Commission’s excessive imbalance procedure (EIP). The imbalances identified are in the process
of being resolved, in particular as a result of the reforms carried out, which are beginning to yield results. However,
at the end of 2018, the European Commission considered that France still presented macroeconomic imbalances.
In particular, the Commission points to the high level of public debt, the moderate recovery in competitiveness and
the slowdown in productivity gains. Reducing these imbalances is a priority for the French government, both for
the benefit of France and for the stability of the euro area.

Signs are positive for the competitiveness of the French economy. France’s export market share in world
trade rose slightly in nominal terms to 3.1% for goods and 3.5% for goods and services.? Already, between 2016
and 2017,2 France’s worldwide export market shares increased in a number of key segments, including the
automotive, perfumes and beverages segments. Foreign trade also performed well in 2018. Export figures are
stable for France, while they are mostly down for other European countries.

Exports increased significantly in 2018 in France’s strongest sectors, including aeronautics (+2.7%) and chemicals
(+3.1%), but also in sectors where it does not have a comparative advantage, such as textiles (+8.2%) and IT
products (+2.6%), in both cases narrowing the sectoral deficit. The services surplus has reached a satisfactory
level for several years now. The contribution of foreign trade to growth thus rose by 0.6 percentage points in 2018
(compared to +0.1 points in 2017), following a four-year period during which it weighed down on growth.

Our current account deficit and trade deficit are moderate. After a slight improvement in 2017, the current
account balance remained slightly negative at -0.7% of GDP in 2018, despite the increase in the energy bill. The
current account deficit remains low by international standards; it has never been higher than -1.0% of GDP and
has not shown any signs of deterioration in the past 10 years. Moreover, this current account deficit is mainly due
to a trade deficit, which is itself mainly attributable to the energy bill. Excluding energy, the balance of trade in
goods and services stood at approximately +0.9% of GDP in 2018.4 Similarly, the net external position is slightly
negative, quite sustainable (-20.1% of GDP in 2017) and remains contained by international standards.

The financial health of companies has improved significantly compared to during the crisis. The profit
margins of non-financial corporations have remained stable since 2015 and stood at 31.8% in 2018 compared
10 29.7% in 2013. Company borrowing requirements have improved steadily since 2014 and were close to
balance in 2018 (-0.8% of value added).

France and its business environment have clearly regained their appeal. In particular, foreign direct
investment (FDI) flows reached a 10-year high in 2017; according to preliminary estimates, they are expected to
remain high in 2018. Significant progress has also been made in international rankings, particularly in the Global
Competitiveness Report published by the World Economic Forum (or “Davos Forum”), which saw France climb
5 places to reach 17t place in 2018.

Labour costs were kept under control thanks to the contribution-cutting measures adopted. Since
2012, labour costs in France have risen less than in Germany, mainly thanks to mechanisms such as the CICE
and the Responsibility and Solidarity Pact, which made it possible to reduce the differences accumulated before
the crisis. In addition, the measures to significantly increase purchasing power for workers implemented at the end
of 2018 and in 2019, in particular the reduction in employee contributions and the €100-increase in the statutory
minimum wage, were achieved through lower contributions and the in-work benefit: therefore, they did not
generate any additional cost for companies. Thus, in 2019, the hourly cost of labour at statutory minimum wage
level in France will be lower than the equivalent cost in Germany (around €10.4 in France, compared to roughly
€11.0 in Germany).

The government’s measures also aim to improve businesses’ non-cost competitiveness. The structural
reforms implemented since 2017 aim to increase the innovation potential of our companies and strengthen the
skills of the workforce (see Part lll, below). Moreover, the business investment rate,

which reached 23.9% in 2018, is very high and should result in non-cost competitiveness gains.

22018 data available in Spring 2019
3 Latest data available, ITC sources
4 Source: INSEE, Banque de France, French Customs
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With respect to public finances, after falling below the 3% threshold in 2017, the public deficit
continued to improve in 2018, standing at 2.5% of GDP. The projected deficit for 2019 is expected to be 3.1%
of GDP. However, this exceeding of the 3% threshold will be both temporary and exceptional, as the underlying
deficit is set to reach 2.3%, excluding the exceptional effect of the transformation of the CICE into a reduction in
employer contributions. The deficit will return to 1.2% of GDP in 2022.

The government’s public finance trajectory forecasts a decline in the public expenditure ratio of nearly
3 percentage points over the President’s five-year term and a decline in the aggregate tax and social
security contribution ratio of 1.4 percentage points (at constant scope, restated for the gradual integration
of the ‘France Compétences’ skills agency).

To support this goal, the government has initiated a major overhaul of management methods aimed
at making stakeholder accountability the guiding principle of the entire budget sector. Thus, drawing
lessons from the re-allocation of funds in 2017 following the public finances audit carried out by the Government
Audit Office (Cour des comptes) on the grounds of weaknesses in the initial budget, the Budget Act for 2018 made
it possible to budget compulsory expenditure at its proper level and to strengthen or establish provisions to cover
risks in order to improve the accuracy of the budget. This improved structure was reinforced by an unprecedented
reduction in the set-aside rate and the absence of regulation during the year, guaranteeing managers full visibility
over their resources and increased room for manoeuvre. Moreover, for the first time in more than thirty years, the
government did not open or cancel any appropriations by way of supplemental appropriation decree during the
management process. Thus, for the first time since the entry into force of the Constitutional Bylaw on Budget Acts,
all openings and cancellations of appropriations in the general budget were decided by Parliament, whether in the
context of the Budget Bill or the Supplementary Budget Bill, the content of which was itself refocused solely on
subjects affecting current management and whose enactment was significantly advanced.

At the same time, structural projects were launched to reform the budgetary and accounting management
framework, leading to a revision of the decree on public budgetary and accounting management (GBCP) and the
budgetary control procedures, as well as to an innovative contractual arrangement with public and central
government bodies.

Although high, French public debt presents a low systemic risk with respect to its refinancing.
Management expertise, diversity of maturities and holders, market liquidity and our banks’ low exposure all help
limit the risks of a negative impact on the rest of the economy. In addition, France has benefited from the fall in
interest rates over the past few years, thus reducing interest on public debt to a historically low level. Lastly, the
average maturity of the French government’s negotiable debt, which was nearing eight years at the end of 2018,
would constitute a resilience factor in the event of a rise in interest rates.

The debt of private non-financial agents has increased since the crisis amidst a sharp decline in rates
since 2011. The prevalence of fixed rates in the French economy nevertheless protects households from the risk
of a rate increase. In addition, the financial exposure of non-financial companies remains limited. Their equity has
increased at the same rate as their debt, thus avoiding, on average, a deterioration in their gearing ratio, and
companies have accumulated liquidity. While the consolidated debt of non-financial companies,® which stood at
74.9% of GDP in the third quarter of 2018, has increased by more than 20 percentage points since the first
quarter of 2005, the net consolidated debt on short-term assets increased by only 11.9 percentage points over
the same period, standing at 45.1% in the third quarter of 2018. The High Council for Financial Stability (HCSF)
closely monitors the evolution of non-financial agents’ debt and assesses the associated risks. As such, the HCSF
took a series of preventive macroprudential measures, first in May 2018 to ensure that the exposure of banks to
highly indebted companies remained limited, and then by activating the countercyclical capital buffer in June 2018
at a level of 0.25%, which was raised to 0.5% in March 2019.

Productivity growth has been weak since the Great Recession, as in other advanced economies. This
situation is the result of a marked slowdown in technological progress since 2008 and is a common trend in all
advanced economies. France is close to the median: for example, the cumulative increase in GDP per person
employed between 2010 and 2017 reached

2.9% in France, compared to 2.2% in the United Kingdom and Spain and 2.8% in the United States®. In addition,
total factor productivity increased by an average of 0.6% per year between 2010 and 2018, compared to an

5.e., restated for inter-company debt.
6 Sources: OECD, DG Trésor calculations.
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estimate of about 0.7% for the EU-15.7 Finally, measured in terms of level, French hourly labour productivity
remains very high compared to other major advanced economies. Consequently, the low productivity gains in
France must be analysed in relation to the situation in other comparable countries.

The government’s economic reform strategy aims in particular to enhance the country’s potential for
economic growth and prosperity. Investment momentum and the implementation of structural reforms, such
as those conducive to the development of skills and innovation, should lead to an increase in productivity gains.
These reforms are focused on the long term and are part of a more comprehensive transformation plan to develop
a robust, inclusive and sustainable growth model.

2. MACROECONOMIC PERSPECTIVES: ACTIVITY TO REMAIN
ROBUST IN 2019 AND 2020

After +1.6% in 2018, growth is expected to continue at a steady rate of +1.4% in 2019 and 2020.

In 2018, exports and investment resisted very well to the slowdown in the international environment.
However, household consumption was sluggish, penalised in particular by the rise in oil prices. The growth rate
was lower than in 2017, when French activity was driven by a very favourable external environment and certain
one-off events (sharp rise in the number of property transactions, recovery in tourism). Industrial action may have
penalised growth in 2018. GDP growth was in line with the euro area average, and was higher than the estimated
potential growth in 2017 (1.25%).

In 2019, household consumption is expected to be strongly supported by adjustment measures in the
labour sector, in particular the increase in the in-work benefit and decrease in charges (lower employee
contributions, exemption from paying contributions and taxes for overtime), as well as by earned income, which
remains buoyant, driven by employment and wages. Business investment is expected to continue to grow at a
fast pace. Exports should continue to rise at a steady pace, albeit below the 2018 level due to a less favourable
international environment.

In 2019, household purchasing power is expected to increase significantly (+2.0% compared to +1.0%
in 2018), driven in particular by new measures to lower aggregate tax and social security contributions, in addition
to those already included in the financial legislation adopted at the end of 2018. In addition, earned income is
expected to remain buoyant, driven by employment and wages, while oil prices are unlikely to penalise purchasing
power as they did in 2018. In 2020, purchasing power is expected to increase at a rate closer to that of economic
growth (+1.0%), driven by earned income in a context of both employment and wage growth.

In 2019 consumption is expected to pick up significantly (+1.7%, up from +0.8%), thanks to a sharp
increase in purchasing power as a result of government measures. Faced with this sharp increase in
purchasing power, households are expected to partially smooth their consumption: after a temporary rise in 2019,
in 2020 the savings rate should return to the same level as in 2018 (14.4%). After slowing down in 2018 (+1.8%
compared to +5.6% in 2017), household investment is expected to decline in 2019 (-0.5%) before recovering in
2020 (+1.0%). Housing starts are expected to recover in 2019, boosted by the expected increase in purchasing
power.

Business investment is expected to thrive over the forecast horizon. Business investment remained very
strong in 2018 (+3.9%), despite less momentum for activity in 2018, driven in particular by investment in services.
It is expected to continue to underpin activity in 2019 and 2020 (+2.8% in 2019, then +2.5% in 2020). However,
it should gradually normalise in line with the forecast increase in interest rates.

In 2018, the contribution of foreign trade to GDP growth reached a level not seen since 2012 (+0.6
percentage points). Exports are still expected to be buoyant in 2019 and 2020 (+2.4% in 2019, followed by
+2.7% in 2020), albeit at a lower rate than in 2018 due to the slowdown in global demand. As for imports, growth
is expected to be in line with the usual determinants

in 2019 and 2020 (+2.4% in 2019, followed by +2.3% in 2020, up from +1.3% in 2018). The acceleration in 2019
reflects the recovery in consumer-led final demand in 2019.

7 Sources: data from the Autumn Forecasts for 2018; DG Trésor calculations.
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Market job creation is expected to gradually return to a pace consistent with productivity gains, after
having been particularly strong in 2017 and 2018 (+241,000 jobs on annual average in 2018). In 2019, market
job creation is expected to remain significant (+145,000 jobs on annual average), but lower than in 2018, as
productivity gains start to revert to their trend rate. In 2020, market employment is expected to increase by
125,000 jobs on average per year. Employment will be boosted by the effects of the reinforcement of general tax
cuts and the “Plan for investment in job skills” (PIC).

Inflation is expected to fall to +1.3% in 2019 and 2020 as a result of less volatile prices. In 2019, core
inflation is expected to increase to +1.1% (versus +0.8% in 2018), reflecting the increase of inflation in services
in line with the recovery in wages. However, overall inflation is expected to fall from +1.8% in 2018 to +1.3% in
2019, mainly due to lower oil prices and the absence of an increase of energy taxation. In 2020, core inflation is
expected to rise to +1.2%, driven in particular by the acceleration in the price of private services. Overall, inflation
is projected to be stable at +1.3%: in particular, administered prices are expected to contribute less to price
increases, in line with the 100% health reform (mainly due to the reduction in the price of glasses).

These forecasts are subject to significant uncertainties. The extent of the slowdown in the euro area and
China, the trend towards protectionist measures in the United States, the terms of the United Kingdom'’s exit from
the European Union, and the direction of economic policy in both advanced and emerging countries are all major
uncertainties.

3. MACROECONOMIC IMPACT OF REFORMS

The following table details the macroeconomic impact of the main measures contained in the
government’s economic strategy to meet the challenges of the French economy and to continue to
reduce its imbalances. It sets out the expected economic knock-on effects on the economy. This table is not
exhaustive with respect to the government’s reform efforts. Similarly, the economic mechanisms mentioned are
not exhaustive in terms of the effects of the various actions undertaken.
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Annexes

ANNEX 1
Follow-up on the implementation of Gouncil country
specific recommendations to France 2018

List of measures taken since the 2018 National Reform Programme
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