Economic activity

In Q3 2020, economic activity on average is
likely to settle at 5% below its pre-crisis level,
a substantial rebound compared to the very
low point reached during lockdown, when the
economy was operating at only two thirds of its
capacity. The resurgence of the epidemic since
September has increased uncertainty, despite
the fact that at this stage the latest restrictive
health measures to be put in place are more
targeted than those applied this spring.

Businesses responding fo the ACEMO-Covid
survey, conducted by DARES in association with
INSEE, indicate the pace at which they expect
their activity to “return to normal”. However,
they were surveyed before the announcement
of restrictive measures limiting access to
restaurants, bars and sports activities in a number
of large cities and agglomerations. The same
is true for the business tendency surveys, which
showed a decline in September in companies’
expectations for the next three months, especially
in services. In addition, some high-frequency
indicators decreased in September. Recovery is
therefore likely to falter by the end of the year.
Zero growth is expected in Q4: this forecast
reflects the great uncertainty felt in the current
period. The forecast for the contraction of GDP
in 2020 is currently maintained at around —9%.

After a strong, partly automatic,
rebound in Q3, it is likely that French
economic activity will be affected by
the uncertainties associated with the
second wave of the epidemic

The rebound in economic activity was very strong
as soon as lockdown was lifted, in May then in
June. This continued, at a slower pace, during
the summer months (Graph 1). All in all, on
average over Q3, the loss of economic activity
compared to the pre-crisis level looks set to be
around 5%.

At the same time, over several weeks and after
a lull during the summer, the spread of the virus
intensified, especially in large cities. A two-fold
uncertainty therefore looms over the end of
the year, first regarding the development of the
epidemic in the coming months, and second the
possible intensifying of restrictive health measures,
in addition to the basic preventive measures
already in force. At this stage, the new measures
are limited to certain urban areas and to certain
sectors that are already severely affected by the
health crisis (Focus), especially catering and
cultural activities.

1 - Estimate then forecast of monthly loss of activity
loss of economic activity compared to pre-crisis level, in %
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How to read it: in September, economic activity is expected to be down by about 4% compared to its pre-crisis level. By the end of the year, it is expected to

settle at around —5%.

Source: INSEE, DARES, ACEMO-Covid survey, INSEE calculations from various sources
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2 - Opinion of business managers in industry on their output
balance of opinion, in %, SA
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3 - Opinion of business leaders in services on their activity
balance of opinion, in %, SA
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4 - Frequency of keyword searches on internet
average 100 between 2015 and 2019, SD 10, data SA
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How to read it: during the week of 27 September to 3 October, the frequency of internet searches for the word “vol” (“flight” in English) via Google was
almost 4 standard deviations lower than that observed on average between 2015 and 2019.

Source: Google Trends. Calculations: INSEE
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In this confext of heightened uncertainty, the they represented 32% of employees, after 30% at

monthly business tendency surveys published the end of July, the highest proportion since the
by INSEE provide information on companies’ beginning of the crisis. In addition, some “high-
prospects for activity for the next three months. The frequency” indicators, updated daily, can provide
September surveys, although conducted before advance information on activity in  specific
the new restrictive measures were announced, sectors. This is the case, for example, for the
reflect the climate of uncertainty that companies number of queries on the Google search engine
are experiencing (Graphs 2 and 3), with their (Graph 4). Searches for the word “restaurant”
prospects for activity considered to be in decline, declined strongly at the end of September; a
especially in services. In the September edition similar decline also seems to be starting for
of the ACEMO-Covid' survey, more companies “hotel”, “cinema” and “theatre”, while searches
are also unable to date their return to normal: for “flight” stabilised at a very low level.

1.The sixth edition of the special ACEMO-Covid survey, conducted by DARES with support from INSEE, was used
here. A sample of non-agricultural private-sector companies with 10 or more employees was surveyed between
31 August and 11 September 2020, on their situation and the employment conditions of the workforce in August.

5 - Estimate then forecast of loss of activity in industry
loss of economic activity compared to pre-crisis level, in %
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How to read it: in Q3, economic activity in the manufacture of food products, beverages and tobacco-based products branch (in terms of their output) is
expected to be down 3% compared to the pre-crisis level.

Source: INSEE, DARES, ACEMO-Covid survey, INSEE calculations from various sources

6 - Estimate then forecast of loss of activity in services
loss of economic activity compared to pre-crisis level, in %

0 0
-10 -10
20 -20

-30

== Mainly market services Financial services
Trade Real estate services
== Transport == Services to businesses
== Accommodation and catering == Services to households —40
Information—communication = Non-market services

Q22020 Q32020 Q42020

How to read it: in Q3, economic activity in the trade and repair of automobiles and motorcycles branch (in terms of their output) is expected to be down 4%
compared to the pre-crisis level.

Source: INSEE, DARES, ACEMO-Covid survey, INSEE calculations from various sources
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In Q4, activity could decline in
the branches affected by the new
restrictions; all in all, GDP looks set
to stabilise by the end of the year, 5%
below its pre-crisis level

As in previous Points de Conjoncture, forecasts
made up to the end of the year are partly
based on the pace of recovery expected by
businesses, as expressed in the ACEMO-Covid
survey. Companies’ responses are aggregated
at sector level, then projected onto estimates
for economic activity for recent months so that
a trajectory can be established sector by sector
for the coming months (see method described
in the Point de Conjoncture of 8 September
2020~ Economic Activity Sheet).

However, given the rebound in the epidemic and
the associated containment measures, some
ad hoc assumptions were brought in for the Q4
forecast. First, it was assumed that in Q4 the
services most severely affected (accommodation-
catering, passenger transport, cultural and leisure
activities) would return, on average, to their level of
activity in June. In these sectors there was indeed
a gradual reopening during this month, although
there were differences from one area to another.
Second, it was assumed that investments would
stabilise in Q4 compared to Q3, in a context
that no doubt favours the wait-and-see attitude of
businesses and households alike.

Under these assumptions and taking into account
data  available elsewhere, economic activity
overall is likely to be at a standstill in Q3 2020,
thus remaining about 5% below its pre-crisis level.

Table 1 - Forecast of loss of activity in Q3 and Q4 2020, compared to the pre-crisis level (Q4 2019)

Loss Loss Loss Contribution to
Share of | of activity in | of activity in | of activity in the loss
Branches GDP the second the third the fourth | of activity in the
(in %) quarter quarter quarter third
2020 (in %) | 2020 (in %) | 2020 (in %) quarter 2020
Agriculture, forestry and fishing 2 -6 -3 -2 0
Industry 14 -23 -6 -4 -1
Manufacture of food products, beve-
2 -9 -3 = 0
rages and tobacco-based products
Coke and refined petroleum 0 -1 -1 0 0
Manufacture of electrical, electronic,
computer equipment; manufacture of 1 -23 —4 -2 0
machinery
Manufacture of transport equipment 1 -50 -19 -12 0
Manufacture of other industrial 6 95 % 3 0
products
Extractive industries, ener.gy, Wofer, waste 9 15 5 4 0
treatment and decontamination
Construction 6 -32 -5 -5 0
Mainly market services 56 -17 -7 -7 -4
Trade; repair of automobiles and 10 20 4 3 0
motorcycles
Transport and storage 5 -28 -19 -20 -1
Accommodation and catering 3 -53 22 -31 -1
Information and communication 5 -9 —4 —4 0
Financial and insurance activities 4 -8 -3 0 0
Real estate activities 13 -3 0 0 0
Soerfnfnc or'wd technical ochwhgs; 14 1o 8 % q
administrative and support services
Other service activities 3 -36 -16 -17 0
Mainly non-market services 22 -17 -3 -3 -1
Total 100 -19 -5 -5 -5
of which mainly market 78 -19 -6 -6 -5
of which mainly non-market 22 -17 -3 -3 =

Forecast

How to read it: in Q3, economic activity is expected to be down 5% compared to Q4 2019. It is expected that the transport and storage branch, where the
loss of activity is likely to be estimated at 19% in Q3 against 28% in Q2, will account for around 1 percentage point of this decline.

Source: INSEE calculations from various sources
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This stability in the forecast reflects the uncertainty
that characterises the current situation. An increase
is not ruled out, especially if the health situation
improves. Conversely, a deterioration on the health
front could lead to additional economic losses.

In our central scenario, the variation between
sectors of activity could be accentuated towards
the end of the year (Graphs 5 and 6é). The
conditions for recovery in each sector depend
closely on their degree of exposure to the
restrictive health measures.

Some branches that experienced a considerable
loss of activity during lockdown, like building
construction, rebounded quickly (Table 2). Others,
however, were affected in potentially more lasting
ways. They were already very adversely affected
during lockdown, and are likely to suffer again as the
second wave of the epidemic takes hold, because
the new restrictions concern them directly. According
fo this assumption, accommodation-catering, which
was still in difficulty in Q3, could see its loss of activity
worsen in Q4 due to the total or partial closure of
establishments in some geographic areas. Other
service activities — including sport, which is partly at

a standstill, and culture, still in disruption — are likely
to deferiorate slightly, as are transport and storage,
linked with less tourism and business travel and the
increase in remote working.

The forecast for annual GDP contraction
remains at -9%

For the first time since the start of the health crisis,
we are proposing a GDP forecast broken down
according to the different demand items (Table 2).
Meanwhile, Table 3 shows differences from pre-
crisis levels, quarter by quarter.

All'in all over 2020, GDP is expected to contract
by 9%. This forecast, rounded to the nearest
whole number, takes into account some of the
uncertainties inherent in this exercise in the current
context, and is similar to that published in the July
and September Points de Conjoncture. Household
consumption, the main component of demand, is
expected to decline by 7% over the year. Corporate
investment (~10% forecast for the year) and exports
(~18%) will probably decline more. ®
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Table 2 - Goods and services : sources and uses at chain-linked previous year prices

Q/Q-1 and N/N-1 variations (in %)

Data SA-WDA
2019 2020
2019 | 2020
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Gross domestic product (GDP) 0.5 0.2 0.2 -0.2 -5.9 | -13.8 16 1.5 -9
Imports 1.2 0.1 0.6 -0.8 -5.6 -16.4 14 0 2.6 -12
Total ressources 0.7 0.2 0.2 -0.4 5.6 | -14.2 17 1 1.6 -9
Household consumption expenditure 0.6 0.3 0.4 0.3 -5.8 | -11.5 16 -1 1.5 -7
General government consumption 0.4 0.5 0.5 0.4 -3.5 -10.9 11 1 1.6 -6
expenditure*
General government individual consumption 0.3 0.5 0.4 0.5 -3.3 -10.5 1 1 1.7 -5
expenditure
Collective consumption expenditure 0.4 0.4 0.7 0.2 -3.2 9.8 14 0 1.7 —4
Gross fixed capital formation (GFCF) 1.1 1.3 1.2 0.2 -10.0 | -14.9 23 0 4.3 -10
Non-financial enterprises (incl. unicorporated 0.9 1.1 1.2 0.1 -88 | -134 20 0 37 -9
enterprises)
Household 0.3 1.2 0.8 0.4 -13.0 -17.1 30 0 1.8 -13
Government 2.4 2.0 1.4 0.3 -10.2 -17.4 28 0 7.7 -10
Exports 0.5 -0.5 -0.5 -0.9 -6.0 | -25.0 16 3 1.8 -18
Contributions (in point)
Domestic demand excluding inventory 0.7 0.6 0.6 03 -63 | -12.2 17 0 2.2 -7
changes**
Inventorys changes** 0.1 -0.1 -0.1 -0.5 0.5 0.9 0 0 -0.4 1
Net foreign trade -0.2 -0.2 -0.3 0.0 -0.1 -2.5 0 1 -0.3 -2

Forecast

* Consumption expenditure of general government (APU) and non-profit institutions serving households (ISBLSM).
** Changes in inventories include acquisitions net of valuable items.
Note: All forecasts for the third and fourth quarters of 2020, as well as for the year 2020, are rounded to the nearest whole number. As a result, the sum of
some components, rounded in this way, may sometimes differ from the posted total, which is itself calculated before rounding.

Source: INSEE

Table 3 - Estimate then forecast of loss of economic activity in 2020

in %
Premier Second Third Fourth
quarter quarter quarter quarter year 2020
GDP growth 5.9 138 +16 0 -9
(quarterly variation) ) ’
Average loss of activity 189 5 5
(compared to a «<normal» situation). ’

Forecast

How to read it: in Q3, the loss of activity compared to the pre-crisis level is estimated at -5%; or a rebound in GDP of about 16% compared to Q2, after
-13.8%.

Note: the loss of activity shown in this table is the average of estimated/forecast monthly losses of activity. The loss of economic activity for a given month
or quarter is measured in relation to a normal situation, i.e. a period before the health crisis. Conversely, the variation in GDP for a given quarter is, by
definition, calculated from the level of activity in the previous quarter.

Source: INSEE calculations from various sources

10 Note de conjoncture




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CalCMYKProfile (Coated FOGRA39 \050ISO 12647-2:2004\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /FRA <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


