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ARTICLES

TARGET2 and European fi nancial 
integration

Yvon Lucas
Payment Systems and Market Infrastructures Directorate

TARGET2, the second generation of the Eurosystem’s large-value payment system 
went live successfully on 19 November 2007. The new system is designed to give euro 
money and fi nancial markets outstandingly effective and secure execution mechanisms 
for large-value payments. TARGET2 is based on a Single Shared Platform (SSP) that 
handles technical management of the accounts opened for fi nancial institutions with 
the participating central banks.

This article outlines the main features of TARGET2 before looking at what the 
system’s introduction means for liquidity management, the organisation of fi nancial 
institutions and, more generally, European fi nancial integration.

Key words: fi nancial integration, liquidity, intraday liquidity, payment system, TARGET, TARGET2.

JEL codes: G14, G15

NB:  The French language version of this article was published in January 2008 in the Bulletin de la Banque de France n° 169 (available on the 
Banque de France website: http://www.banque-france.fr/fr/publications/bulletin.htm).
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1| From TARGET to TARGET2

TARGET, the large-value euro payment system implemented and managed by 
the Eurosystem, was set up at the same time as Economic and Monetary Union
on 4 January 1999. TARGET has two core objectives:

• to act as a transmission channel for the Eurosystem’s single monetary 
policy. For money market rates to level out across euro financial 
centres, a system was needed that would enable real-time settlement
of market operations throughout the euro area;

• to make large-value payments more secure by operating on a real-time 
gross settlement (RTGS) basis, i.e. transaction by transaction with immediate 
fi nality.

TARGET has fully achieved these two objectives and plays a central and 
crucial role in the euro area’s fi nancial system. In 2006, it processed an average
360,000 payments a day worth a total EUR 2,300 billion (90% of euro 
area large-value payments by value and 60% by number of payments), 
making it one of the world’s most important systems alongside Continuous 
Linked Settlement (CLS), an international multi-currency foreign exchange 
settlement system, and Fedwire, the US Federal Reserve’s RTGS system. 
TARGET has formed a benchmark for processing payments in terms of 
speed, reliability and service.

But the structure that was selected when TARGET was designed has 
its drawbacks. In particular, the system was based on 16 domestic 
platforms that were connected to each other through interlinking 
arrangements. This organisation was sub-optimal in terms of 
performance, cost and operating stability. In addition, the need within 
the European framework to work towards maximum harmonisation
of the system’s features and the way it is used was at odds with the continued 
operation of multiple payment platforms with different characteristics.

In October 2002, to address this situation, the Governing Council of the 
ECB endorsed the main organisational guidelines for TARGET2. The main 
change consisted in the decision to create a Single Shared Platform (SSP) 
to handle technical management of the accounts opened for fi nancial 
institutions with the participating central banks. As well as fostering 
maximum harmonisation of service offerings, this organisational approach 
signifi cantly limits investment and operating costs.

Further, given TARGET’s importance to the euro area fi nancial system, it 
was decided to equip the SSP with state-of-the-art mechanisms to ensure 
robustness and business continuity. For this, the SSP’s technical architecture 
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is based on three “regions”, each of which has two separate sites capable of 
restarting operations virtually immediately in the event of an incident.

Finally, given the enormous amount of work required to migrate European 
countries to TARGET2 and reduce operational risk, the switch to the new 
system is being conducted in three waves, each three months apart. The 
countries in the fi rst wave migrated to the new system on 19 November 2007. 
They will be followed by the second wave of countries (including France) 
on 18 February 2008, with the third wave scheduled to make the switch 
on 19 May 2008.

2| Intraday liquidity in central bank money

2|1 Liquidity supply and demand

For TARGET to function properly, participants must be able to access the 
liquidity they need at any time of the day so that payments can be settled in 
a timely fashion (this is true for any RTGS-type system that works through 
fi nancial institution accounts held with the central bank). A participant’s 
liquidity is made up of the balance on its account(s) at the beginning
of the day, the balance between incoming and outgoing payments, and 
any intraday credit.

As fi nancial markets have consolidated and gone global, the value of 
payments going through payment and settlement systems has increased 
considerably in recent years. This has led to heavy demand for intraday 
liquidity to execute settlements, particularly relative to end-of-day or 
longer-term liquidity. Also, many countries, particularly in Europe, 
have replaced net settlement systems with gross settlement systems for 
large-value payments and securities settlement. These systems use far 
more liquidity1 and this too has been a signifi cant factor in the increased 
demand for liquidity.

Demand for liquidity varies according to the time of day, with high 
concentrations at particular times, for example when a major market 
infrastructure provider wants to conduct settlements through the RTGS 
system. This is particularly true of the CLS system, which has mandatory 
settlement windows during the course of the day. Demand also goes up 
when margin calls by clearing houses are settled.

1 Given an identical payment amount, a gross settlement system consumes far more liquidity than a net settlement system 
that uses a netting mechanism. Multilateral netting reduces participants’ obligations by up to 90%, and hence the total 
payment amount. Nevertheless, settlement risks are higher in netting systems, in particular since the fi nal settlement is not 
gained immediately but late in the day.
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The supply of intraday liquidity comes chiefl y2 from credit granted by 
the Eurosystem to TARGET participants. Such credit, which bears no interest 
and is not billed, is always backed by high-quality collateral. The only limit 
on intraday credit lies in the value of the collateral that institutions have
at a given time to guarantee their transactions with the central bank. 
This contrasts with credit issued by the Eurosystem under tender 
arrangements, which is capped. By virtue of its qualities, and because
of the size and diversity of the collateral accepted by the Eurosystem, intraday 
credit is a major factor in stability and plays an important part in ensuring the 
proper execution of settlements in TARGET. As shown in the following table, 
which gives an insight into the value of payments settled in 2007 and the supply
of liquidity, the Banque de France granted a substantial amount of intraday 
credit to its counterparties, on average fi ve times more than end-of-day
or longer-term credit.

Given the amount of liquidity needed to properly execute large-value 
payments, TARGET2’s liquidity management mechanisms were carefully 
designed to provide participants with the very best mechanisms currently 
available in this area.

2|2 Liquidity management in TARGET2

When TARGET2 was designed, European banks stressed the importance 
of selecting effective and user-friendly liquidity management systems to 

Interbank settlements and liquidity supply in 2007
(EUR billion, daily average)(EUR billion, daily average)

Interbank
settlements

France
1,005

TARGET

2,361

(Jan. to Sept. 2007) 

TBF
(French component)

570

End-of-day liquidity: 30

Liquidity
supply
193

PNS: 64 

RGV2
371

Intraday liquidity
163

2 Because of the limited role in Europe of  the interbank market for central bank deposits.
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limit the amount of liquidity needed to settle a given payment amount or to 
optimise the use of available liquidity.

Under the decentralised organisation that was a feature of the fi rst-generation 
TARGET system, banks with locations or businesses in several European 
countries needed accounts with each of the central banks in those countries. 
Because TARGET2 is based on a shared technical platform – the SSP – 
institutions with locations in more than one European country can maintain 
accounts with the central bank(s) of their choice and manage their liquidity 
on a consolidated and real-time basis from a single point. This or these 
accounts may be used to settle balances from “ancillary” systems, i.e. payment 
or securities settlement systems, no matter where these systems are located. 
This marks a major change from the previous arrangements. It allows banks 
to manage their business – and that of their subsidiaries and branches – 
from a single point, enabling them to optimise their back office 
organisation, centralise liquidity management and so use their liquidity 
more effi ciently.

Furthermore, TARGET2 participants can access the Information and 
Control Module (ICM), which provides them with real-time, interactive 
access to a wide range of information, including their liquidity in the 
system and the status of incoming and outgoing payments (settled 
or queued up). The ICM also lets participants see relevant queuing 
information at any time.

TARGET2 offers liquidity pooling to institutions that hold several 
accounts (with one or more central banks), allowing them to group 
their accounts in one virtual account. Under this system, a transaction 
can be settled on any account belonging to the group of accounts even 
if the account on which the payment is settled has a negative liquidity 
balance provided there is a suffi cient balance on the virtual account, 
which adds up the balances on all the individual accounts. The advantage
of this service is that institutions can consolidate liquidity across all 
accounts at any time, thereby simplifying management.

TARGET2 also has a set of optimisation algorithms that enable it to deliver 
better performances than an RTGS system operating solely on a gross 
(transaction by transaction) basis. These algorithms allow participating 
banks to reduce their liquidity requirements while speeding up the 
settlement process. The mechanisms are based on the queues that incoming 
payment orders are placed in when the accounts on which the payments 
are supposed to be drawn do not have suffi cient liquidity. Optimisation 
algorithms are triggered by the arrival of a new transaction (these are 
known as offsetting algorithms), or sequentially, or by the settlement
of ancillary payment or securities systems (see Box 1).
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BOX 1

TARGET 2: liquidity management

In an RTGS system, the speed with which transactions are settled depends on the 
liquidity available in participants’ RTGS accounts and on the effi ciency of settlement 
mechanisms. In this respect, the centralised organisation of the TARGET2 technical 
platform enables multi-country banks to rationalise their account management. 
Moreover, this system offers the most effi cient liquidity optimisation and management 
tools of any RTGS currently in operation.

Liquidity pooling

The liquidity pooling service enables real-time, consolidated monitoring of the 
liquidity position in all RTGS accounts of a credit institution across Europe. 
Multi-country banks will be able to manage their liquidity from a single point
and centralise cash management.

Priorities

A priority level can be assigned to each payment depending on its criticality: the three 
possible priority levels are highly urgent, urgent and normal. A highly urgent payment 
always gets priority over other payment types, regardless when it entered the system. 
It is possible to reserve liquidity for each level of priority and each queued payment 
is assigned to a specifi c payment queue based on its priority level.

Liquidity reservation

TARGET2 participants can use a liquidity reservation feature to facilitate the settlement 
of their transactions. Under these arrangements, they can reserve liquidity according 
to the level of priority of operations. They can also set aside liquidity on specifi c 
sub-accounts to dedicate it to the settlement of transactions stemming from certain 
ancillary systems.

Queue management

Every RTGS account has three payment queues, each corresponding to a different level 
of priority. Highly urgent and urgent queues are resolved following the FIFO principle 
whereas normal payments are processed based on the “FIFO by-passing” principle. 
However, it should be recalled that a payment can be immediately settled in the system 
by means of offsetting mechanisms (see below).

Bilateral and multilateral limits

TARGET2 offers a bilateral and multilateral sending limit feature to prevent retention 
problems that might lead to bottlenecks, i.e. where participants wait to receive 
payments from counterparties before issuing their own payments. Thus, participant A 
can set a bilateral limit vis-à-vis participant B such that A’s payments to B will be 

.../...
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authorised for execution only if the bilateral balance with B is lower than or equal 
to the limit. Similarly, if A sets a multilateral limit, its payments will be authorised for 
execution only if the balance with all participants (excluding those for which a bilateral 
limit has been set) is lower than or equal to this limit.

Optimisation mechanisms

The TARGET2 optimisation mechanisms aim to reduce participants’ liquidity needs 
while improving the fl uidity of settlements. They may be classifi ed in two categories 
(offsetting processes and optimisation processes proper) and run in parallel.

Offsetting processes are triggered by the arrival of a new transaction in the system. They 
attempt to immediately settle this transaction, in combination with queued transactions. 
Thus, when receiving a credit transfer issued by participant A for participant B,
the system will search B’s queue for transactions going in the opposite direction (i.e. 
from B to A) which, when settled at the same time as the A’s credit transfer, will make 
it possible to reduce A’s and B’s liquidity requirements.

There are fi ve optimisations algorithms. The fi rst three of them are applied to payments 
placed in the queue (normal priority) and are sequentially triggered throughout the day. 
The other two correspond to specifi c settlement methods for ancillary systems.

3| TARGET2 and European fi nancial 
integration

TARGET2 represents a decisive contribution by the Eurosystem to 
European fi nancial integration. The fi rst market infrastructure to be 
completely integrated and harmonised at the European level, TARGET2 
has eliminated the fragmented situation that previously existed in the 
management of central bank liquidity and the execution of large-value 
payments. The new system’s features have both enabled and driven
far-reaching organisational changes by credit institutions that operate in 
several European countries, by allowing these entities to rationalise their back 
offi ces and consolidate management of euro liquidity. TARGET2 offers broad 
access to credit institutions and ancillary systems. It has swiftly established 
itself as the reference for business days (most regulated markets in Europe 
base their calendars on TARGET’s) and for business hours. This makes it even 
more urgent to push ahead with reforms in other areas of European fi nancial 
integration. Particularly in securities and collateral management, i.e. the
post-trade sector, which has close structural links to and a strong fi t 
with TARGET2, signifi cant progress is needed to address problems of 
fragmentation and insuffi cient harmonisation.

.../...
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In recent years, much progress has been made at the domestic level towards 
modernising and integrating securities settlement systems. Most European 
countries now have only one platform for processing all classes of securities. 
But at the European level, market practices and operating rules for securities 
settlement systems are still highly fragmented and insuffi ciently harmonised, 
which makes cross-border securities transactions more costly than domestic 
transactions. Some Central Securities Depositories (CSDs) have merged across 
borders, with the French, Belgian, Dutch and UK CSDs combining within the 
Euroclear group. These deals have created opportunities for rationalising 
and harmonising procedures and practices on the way to setting up common 
platforms like the Euroclear Settlement of Euronext zone Securities (ESES) 
system. But these advances concern just a handful European countries and 
still fall short of the goal, namely to integrate securities management to 
the fullest extent possible to accompany the integration achieved through 
TARGET2 in terms of large-value payments and liquidity management.

The Eurosystem is therefore proposing to integrate European post-trade 
infrastructures within the TARGET2-Securities (T2S) system. The ECB 
Governing Council will decide in summer 2008 whether to go ahead with 
T2S construction following extensive discussions with stakeholders on 
construction requirements and system features. The system will comprise a 
technical platform that CSDs can use for euro securities settlement in central 
bank money. CSDs will continue to handle custody directly, entrusting only 
securities settlement to the common platform.

BOX 2

TARGET 2: pricing scheme

The Eurosystem has adopted a harmonised pricing scheme for TARGET2 comprising 
the following elements:

Core pricing scheme

Option A €

Monthly fee 100
Flat transaction fee 0.80

Option B €

Monthly fee 1,250
Band Volume Price

From To
1 1 10,000 0.60
2 10,001 25,000 0.50
3 25,001 50,000 0.40
4 50,001 100,000 0.20
5 Above 100,000 0.125 .../...
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Participants can choose between two options: Option A, which is based on a fl at fee, 
is designed for small banks; Option B, which is based on a degressive fee structure, 
is for large banks.

Pricing of ancillary system services

The ancillary system (AS) pricing scheme is composed of three elements:

• a fi rst yearly fi xed fee of EUR 1,000 which is identical for every AS;

• a second yearly fee of between EUR 5,000 and EUR 50,000 based on the underlying 
gross value settled through the AS;

• a transaction fee with two options (same principle as for credit institutions but with 
a different fee structure).

Pricing for different types of participation

Type of participation Monthly fee per account/BIC

Direct participation
EUR 100 or EUR 1,250 

(depending on the scheme 
chosen)

Multi-addressee access
EUR 80 per BIC address in 
addition to the BIC of the 

account
of the direct participant

Unpublished account in the PM of the SSP
(in the TARGET2 Directory)

EUR 30 per unpublished BIC in 
addition to the monthly direct 

participation fee

In addition, the Eurosystem will charge direct participants a one-off fee of EUR 20 
for each registration of an indirect participant and EUR 5 for each registration of an 
addressable BIC.

Pricing of liquidity pooling

TARGET2 offers two variants for liquidity pooling:

• consolidated account information (real-time information on the liquidity available on 
all accounts in the group): EUR 1,200 per account and per year;

• a virtual account (a payment order submitted will be settled if the payment amount 
is smaller or equal to the sum of the liquidity available on all accounts in the group): 
EUR 2,400 per account and per year.

.../...
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The model of delivery-versus payment of securities will be “integrated”, with 
securities and cash accounts managed using the same application in T2S. 
Liquidity will be transferred several times a day, notably at the beginning 
and end of the day, between TARGET2 cash accounts and those of T2S to 
provide the latter system with the liquidity needed for securities settlement. 
At the technical level, the ECB Governing Council decided in March 2007 
that T2S would be developed and managed by the Eurosystem on the 
TARGET2 platform so as to unlock maximum synergies. This approach 
should deliver major economies of scale while providing a sophisticated 
mechanism set up within the TARGET2 framework to ensure robustness 
and business continuity.

Consolidating these transactions on a shared platform would deliver many 
advantages for European fi nancial integration. First, access to a single 
settlement platform should drastically reduce transaction costs, as has been 
shown with TARGET2. Second, since all securities would be on the platform 
no matter where they were issued, there would be no cost difference for 
cross-border and domestic transactions. Third, T2S should offer a strong 
incentive to harmonise market practices in this area.

Furthermore, in March 2007, the Eurosystem decided to revise its procedures 
for managing the collateral provided to it in the context of monetary policy 
or intraday credit operations. Dubbed Collateral Central Bank Management 
(CCBM2), the project is intended to make these procedures signifi cantly more 
effi cient and harmonise them. By simplifying the cross-border use of securities, 
T2S will make it easier to implement the new collateral arrangements.

TARGET2, whose design has benefi ted from advances in recent years in the settlement 
of large-value payment orders, is undoubtedly a powerful driver of banking and fi nancial 
integration in Europe. The system’s high degree of harmonisation, centralised technical 
organisation and powerful single settlement engine will encourage banks to make 
far-reaching changes to the way they organise cash management for central bank 
money – a trend that is already well underway. The new system will make a major 
contribution to the integration of European fi nancial markets by providing users with 
a payment infrastructure that spans the entire euro area.

Drawing on its experience in developing and managing TARGET2, the Eurosystem has 
been working to implement new integrated solutions for securities settlement (T2S) 
and collateral management (CCBM2). Thus, TARGET2 has both spurred and facilitated 
Eurosystem initiatives to promote European fi nancial integration. The synergies and links 
between these three projects are obvious. Once implemented, they will give market 
participants access to a broad array of integrated and harmonised services for large-value 
payments, securities settlement, and liquidity and collateral management.
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Supplementing settlement functions 
with a decision-support system 

in TARGET2

Vincent Bonnier
TARGET2 project management

Key words: decision-support system, payment system, TARGET, TARGET2.

JEL codes: G14, G15

The TARGET2 system went live on 19 November 2007. The following article, which 
can be read in conjunction with “TARGET2 and European fi nancial integration”, gives 
an overview of the decision-support system built into TARGET2. The system provides 
participating central banks with state-of-the art shared services and tools that will 
make them more effective in their dual role as system overseer and operational point 
of contact for “their”  TARGET2 participants. This will promote further harmonisation 
in the practices of ESCB central banks and so help to foster European fi nancial 
integration. The Banque de France was entrusted with the design, development and 
operational management of the system.

NB:  The French language version of this article was published in January 2008 in the Bulletin de la Banque de France n° 169 (available on the 
Banque de France website: http//www.banque-france.fr/fr/publications/bulletin.htm).
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TARGET2 is based on a Single Shared Platform (SSP) built and 
operated by a group of three central banks (the “3CB”) – the Banque 
de France, the Deutsche Bundesbank and the Banca d’Italia – 

on behalf of all the central banks (CBs) in the European System of Central Banks 
(ESCB). The technical architecture of the SSP is based on three “regions”.

The fi rst two regions, which are managed by the Banca d’Italia and the 
Deutsche Bundesbank respectively, are jointly in charge of the Payment 
and Accounting Processing Services System (PAPSS), which comprises the 
real-time settlement functions proper.

The third region, which is managed by the Banque de France, is in charge 
of the Customer-Related Services System (CRSS), an information and 
decision-support system for participating central banks.

This article recalls the reasons that prompted ESCB central banks to 
create a shared decision-support system within TARGET2 (section 1). 
It then describes the system’s main services (section 2) and technical 
specifi cations (section 3).

1| TARGET2 decision-support system: 
a shared service delivered on a separate platform

As well as real-time settlement functions proper, all modern RTGS systems 
must also have what is usually called a decision-support system, i.e. a set 
of business intelligence tools to analyse participant activity and fl ows and 
to conduct statistical work and research.

When TARGET2 was being designed, the central banks of the ESCB compared 
their resources and experiences in this area and talked about their expectations 
and vision for TARGET2. Two issues emerged in these discussions:

• Issue 1: was it better to develop a shared decision-support system, or 
should each CB develop (or adapt) its own local system? 

A consensus gradually formed around the idea of a shared system. Aside 
from making economic sense, this type of approach would also help to 
harmonise the decision-support tools used by ESCB central banks, since 
the new shared system would replace functionalities that were often 
developed over time or on an ad hoc basis by most CBs.

• Issue 2: should the shared system be run on the same platform as the 
PAPSS or on its own platform?
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It was decided to create a separate platform with its own functional and 
technical architecture. A decision-support service typically has to process 
huge amounts of data according to a virtually limitless range of criteria 
– needs that are not necessarily compatible with the performance levels 
required of the PAPSS. And indeed, the new system was expected to address 
a wide and ambitious range of requirements under TARGET2, including 
the following:

– CBs need historical baseline data if they are to monitor participant 
behaviour. For example, by comparing a participant’s activities on a 
given day against its baseline profi le, the CB can more effectively detect 
unusual events that require further analysis and monitoring;

– it is important to keep historical data for banking as well as legal reasons. 
Being able to access data for previous days, weeks and months is often 
vital if a CB wants to analyse a participant’s transactions or answer 
questions. In this respect, the CRSS acts as TARGET2’s memory;

– statistics and reports must be compiled to establish an aggregate view of 
system activity and conduct research over short- and long-run periods. 
For example, the Eurosystem wants more precise information about 
intraday credit used by TARGET2 participants;

– CB payment systems oversight departments also wanted access to production 
data to provide them with detailed information about system activity and 
performance and risk indicators (liquidity and operational risk).

2| Services provided by the decision-support system, 
or Customer-Related Services System (CRSS)

2|1 Services that provide CBs with a long-run vision 
of system activity, helping them to play their dual role 
as system overseer and operational point of contact 
for “their” participants

With data fed into it daily at the end of the day by the PAPSS, the CRSS 
provides CBs with online access to all payments made over the last three 
years and to aggregate data going back fi ve years. In addition, CBs can use 
query tools to access preformatted, automatically-refreshed reports as well 
as customised reports based on on-screen parameters set by users. They 
can also submit ad hoc queries.
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For obvious reasons of confi dentiality, a CB can only access detailed data on “its” 
participants. However, all CBs can access certain more general reports that can 
be used to compare the activity of different national banking communities.

In response to the Eurosystem’s wish for more extensive analyses of 
intraday liquidity, the CRSS compiles a number of aggregates every day 
that offer a detailed vision of intraday credit use in TARGET2.

There are about 70 different CRAKS1 reports covering a wide range of 
areas, including:

• ongoing activity across the whole TARGET2 platform;

• ongoing activity by a participant or group of participants over a given period;

• ongoing activity by participants in different countries;

• detailed information on the activity of a particular account; 

• analysis of ancillary-system settlements.

For example, the following chart shows the historical profi le (in value terms) 
of a participant’s activity. The CB that holds this participant’s account can use 
the information to compare the participant’s activity that day and the liquidity 
available under the baseline profi le.

The four CRSS service areas1

CROSS
•Legal record-keeping
•Historical profile of participants
•Intraday credit statistics
•Participant consumption files

CRISP
•Bill calculation
•Invoicing and collection
•Billing-related queries and reports

CRAKS1
•Queries and reports
•ECB reporting (statistical framework)
•Liquidity management, accounts, payments

CRAKS31

•Events and Comments
•Customer Support
•CRAKS3 queries and reports

Mandatory service Optional services

1 CRAKS2, which 3CB initially proposed to provide NCBs with paper-based participant account statements, was not 
developed in the end because NCBs expressed little interest in the service.
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The CRAKS3 Events and Comments function allows CBs to record technical, 
operational and banking events relating to the activity of an account. 
This function can be used, for example, to closely monitor developments 
relating to an event that impacted a participant’s liquidity.

More generally, these services and tools enable CBs to be effective in their 
dual role as operational point of contact for “their” participants and system 
overseer, by allowing them to:

• access all the information concerning a participant and related events 
within a single system. Centralised information aids decision-making, 
especially when unforeseen events arise;

• gain a better understanding of how banks are managing liquidity and 
using intraday credit and collateral. This enables CBs to assess problems 
affecting one or more participants more accurately and also enhances 
CB/participant information exchanges;

• analyse more accurately the liquidity requirements of banks arising from 
settlement obligations in respect of ancillary systems. CBs can use historical 
data to measure the liquidity requirements arising from settlement of a 
given ancillary system CLS, say – and compare these against the liquidity 
available to the banks in question (balance and intraday liquidity);

• monitor the current activities of a participant by comparing them against 
its baseline profi le, i.e. its past behaviour. They can use this information to 
swiftly detect any signifi cant deviations and so spot liquidity shortages or 
technical problems affecting an individual participant, one of the banking 
communities, or the whole system.

Overview of the activity of a participant over 2 months
(EUR billions average value of payments)
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2|2 Other CRSS services 

The CRSS also offers the following additional services:

•legal record-keeping: all transaction-related data and PAPSS reference data 
are stored on a non-rewritable recording medium. These data are kept for 
ten years for legal reasons;

• billing: each month, CBs are sent fi les that detail the previous month’s 
consumption, covering statistics like the number of payments per participant 
and the number of accounts. These fi les are used as the basis for billing credit 
institutions and ancillary systems;

• customer support: the customer support function is used to monitor a 
participant’s fi le from an administrative and legal standpoint. In particular, 
this service can be used to monitor banking group links and contractual 
relations.

3| Architecture set up 
by the Banque de France 
to manage the decision-support system 

In an operational management system, transactions are pre-formatted and 
processing requirements are largely known and planned in advance. By 
contrast, a decision-support system needs to be more open so that users 
can construct and launch their own queries, which may cover very large 
data sets and be executed in bursts by many users.

To meet the needs of its different areas of activity (payment systems, 
cash cycle, research, HR, etc.), in the early 2000s the Banque de France 
established a special methodology and a separate architecture for its 
decision-support systems. This knowledge was put to use in the design of 
the CRSS for TARGET2.

The project team was set up in early 2004. It began by determining the 
user requirements, working closely with the CBs, which were naturally 
involved in all the later stages of the project, including design, technical 
specifi cations, development, testing and acceptance.

As the following diagram shows, the CRSS receives data every day 
from the PAPSS. More specifi cally, the PAPSS supplies data to a data 
warehouse (also known as a shared information zone, or ZIP), where 
the data are checked for consistency and integrity, and the fi rst data 
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transformations are performed. The data are then transferred to a data 
mart so that they can be provided to users in the most appropriate format.
The fi nal stage is to create “universes” designed to provide users with a 
functional view of their data.

Six functional universes (Participants, Accounts, Payments, Payment 
Statistics, Reserve Management / Standing Facilities Modules and CRAKS3 
Service) have been created to organise the data as effectively as possible 
in order to process ad hoc user queries. Over 100 pre-formatted reports 
are available to CBs.

 CRSS architecture

(Data Mart)

Data warehouse(ZIP)

Integration after transformations

Files

CRSS

PAPSS

Data made available

Reports ad hoc
queries

Data supply

The decision-support system built into TARGET2 provides ESCB central banks with a set 
of value-added services that meet their needs, both in terms of managing operational 
relations with “their” TARGET2 participants and in terms of their research work. 
As such, it makes a signifi cant contribution to the harmonisation of tools and practices 
within the ESCB.
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TARGET2 activity since the system went live on 19 November 2007

The following two reports were obtained from the CRSS and describe, respectively, daily 
volumes and value of payments, and average volumes per time band for November 
and December 2007 in the banking communities that took part in the fi rst migration 
wave. In the fi rst six weeks of operation, an average of 227,541 payments – worth 
EUR 999 billion – was settled daily in the SSP.

SSP daily fi gures, volume and value of payments
(volume in number of operations, value: EUR billions)
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Globalisation, infl ation and monetary policy 
Banque de France’s international symposium 

 Olivier De Bandt, Laure Frey Olivier Loisel
 Macroeconomic Analysis and Research Directorate
 Forecasting Directorate Monetary Policy Analysis and Research

The Banque de France organised its fi fth biennial international symposium on 
7 March 2008 in Paris on “Globalisation, infl ation and monetary policy”. This highly 
topical issue attracted more than 250 participants from very diverse circles: almost 
sixty central banks were represented; ten representatives of international institutions, 
almost thirty prominent academics and twenty high-ranking managers of private banks 
from all regions of the world were also in the audience.

In his opening speech, Christian Noyer emphasised that, contrary to what has been 
said on several previous occasions, monetary policy is currently very “challenging” from 
both the operational and the conceptual points of view and hence not at all “boring”. 
Throughout the day, participants exchanged views on the three main topics of interest 
that emerged: Has globalisation created a favourable background for monetary policy? 
What role should be assumed by central banks in the current fi nancial crisis? To what 
extent have these developments changed the tasks of central banks?

Keywords: globalisation, infl ation, monetary policy, subprime.
JEL codes: E31, E32, E52, F15, F16, G3

NB:  The French language version of this article was published in February 2008 in the Bulletin de la Banque de France n° 170 (available on the 
Banque de France website: http//www.banque-france.fr/fr/publications/bulletin.htm).
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I| Have central bankers been lucky or skilled?

The “great moderation”, characterized by reduced macroeconomic volatility 
and low infl ation, has been a predominant feature of the last two decades. 
Participants in the symposium wondered about the role played by monetary 
policy in these developments. John Lipsky’s short answer to the specifi c 
question of whether central bankers have been lucky or skilled, a witty 
“yes”, was fairly representative of the participants’ views.

1|1 Globalisation seems to have created 
a favourable background for monetary policy

Globalisation may have helped monetary policy through several channels.

First, with the integration of hundreds of millions of workers from emerging 
countries in the world market economy, globalisation has amounted to a 
succession of positive supply shocks and has probably contributed to the 
boost in productivity, as acknowledged by many participants, including 
Christian Noyer, Richard Fisher and Yi Gang.

Second, globalisation has reduced the monopoly power of fi rms and workers 
by increasing competition in goods and labour markets, as emphasised by 
Kenneth Rogoff, John Lipsky and Janet Yellen. These developments may 
have exerted downward pressures on margins and unit labour costs.

Third, as suggested by William White, the savings glut, which has favoured 
the surge of liquidity, has also reduced global demand ex ante, hence 
alleviating infl ationary pressures.

Fourth, as shown by Kenneth Rogoff’s research, globalisation may 
strengthen monetary policy credibility through its impact on the Phillips 
curve. Moreover, as suggested by Richard Fisher and Martin Redrado, 
greater international capital mobility may well have induced central banks 
to conduct sound monetary policies.

All these developments have contributed to the stylised facts described 
by William White: infl ation has become less persistent, the exchange rate 
and commodity prices pass-through have decreased, infl ation expectations 
have stabilised at a low level, the Phillips curve has fl attened and global 
supply has gained importance in determining infl ation.

In conclusion, globalisation may have provided a valuable implicit support to 
central banks. As suggested by Kenneth Rogoff, strong productivity growth may 
even have masked some weaknesses of the monetary policy framework.
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1|2 However, this favourable background should not be 
over-emphasised

Many speakers, including Christian Noyer, Richard Fisher, Martin Redrado 
and John Lipsky, reminded the participants that in order to have a direct 
impact on infl ation, globalisation should affect the general price level 
and not only relative prices. Moreover, there is no or limited evidence of 
variations in the general price level due to globalisation. The direct impact 
of globalisation on infl ation has been estimated to be around a quarter of 
a percentage point per year by the IMF.

The indirect impact of globalisation on infl ation occurs principally through 
competition on goods, services and labour markets, while its direct impact 
mainly consists in the price of imports. Janet Yellen made it clear that the 
empirical evidence on the indirect impact is subject to ample controversy 
and that this effect may thus be limited.

Philippe Martin also argued that globalisation may not have lowered the 
sacrifi ce ratio, which measures the short run trade-off between infl ation 
and activity, and may have even participated in its increase.

Finally, Janet Yellen and Martin Redrado insisted on the pre-eminent role 
of monetary policy in the decrease and subsequent stabilisation of infl ation. 
Credible monetary policies should be viewed as the primary contributors 
to the “great moderation”.

1|3 Furthermore, this background has become less favourable

“Some say the world will end in fi re, some say in ice”. Kenneth Rogoff 
quoted Robert Frost to illustrate the diversity of opinions regarding the 
main current threats to the global economy. In his metaphor, the “ice” 
represents the increasing infl ationary pressures worldwide, while the “fi re” 
refers to the fi nancial turmoil initiated by the subprime crisis.

First, as stressed by Jean-Claude Trichet, Richard Fisher and John  Lipsky, 
commodity prices, including energy, are historically high, mainly due 
to the incapacity of supply to adjust upwards to meet demand. The 
current decoupling of emerging countries from the United States’ cycle is 
contributing to the persistence of high commodity prices.

Second, the global capacities utilisation outlook is becoming less favourable: 
William White and Janet Yellen pointed out that global slack is decreasing; 
Kenneth Rogoff and Martin Redrado emphasised the subsequent upward 



ARTICLES
Globalisation, infl ation and monetary policy – Banque de France’s international symposium

26 Banque de France • Quarterly Selection of Articles • No. 12 • Summer 2008

pressures on costs and prices in Asia; Yi Gang cited the ongoing medium 
run process of convergence in emerging countries.

Third, as explained by Philippe Martin, the future impact of emerging 
countries’ trade on industrial countries’ terms of trade depends on the 
nature of trade growth: if trade growth is mainly due to an increase in 
emerging countries’ productivity, which corresponds to the “intensive” 
margin, the industrial countries’ terms of trade are improving. However, 
if emerging countries are essentially exporting new products, which 
corresponds to the “extensive” margin, the industrial countries’ terms of 
trade may deteriorate.

As hinted by Kenneth Rogoff, Yi Gang and Martin Wolf, the accommodative 
monetary policy stance during the past years may have contributed to the 
current pressures. Janet Yellen put forward counter-arguments to that 
view, maintaining that in terms of real equilibrium interest rates, monetary 
policy had not been particularly accommodative.

William White mentioned a potential opposite risk of defl ation, which 
would stem from a disorderly resolution of global imbalances.

Recent, more challenging circumstances will serve to stress test the 
new monetary policy frameworks. As emphasised by John Lipsky, 
Christian Noyer, Martin Redrado and Richard Fisher, among others, central 
banks will have to deal with the macroeconomic consequences of fi nancial 
instability. Meanwhile, they cannot just rely on forecasts pointing to a 
decline in infl ation through the year, since commodity prices are diffi cult 
to predict and second round effects may appear. 

2| How should central banks interpret and 
react to the current fi nancial crisis?

While in his introduction Christian Noyer had stressed the urgent necessity 
to understand the relationships between monetary and fi nancial stability 
in a more volatile fi nancial environment, the new situation created by the 
recent crisis was also portrayed by Kenneth Rogoff as a transition for the 
US economy. Indeed, the United States is now threatened by the “fi re” of 
the fi nancial turmoil initiated by the subprime crisis – additionally to the 
“ice” of the upsurge in infl ation, as mentioned previously.

Three issues were considered by the participants: the origin of the current 
fi nancial crisis, its main characteristics and the response of central 
banks.
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2|1 The origin of the crisis 

Regarding the origin of the crisis, several factors were mentioned. Among 
them, international capital fl ows into countries were seen not only as a 
major factor in small open economies by Alan Bollard, but also as a major 
and recurrent feature of crisis events by Kenneth Rogoff and Martin Wolf.

A crisis-prone environment was fostered by a situation of abundant liquidity, 
against a background of excess savings (the “savings glut” hypothesis) and 
accommodative US monetary policy, according to Kenneth Rogoff and 
Martin Wolf.

But Hélène Rey and Nout Wellink also mentioned structural institutional 
weaknesses as the failure of the “originate and distribute” model of fi nancial 
intermediation which led to moral hazard and the overexpansion of credit.

2|2 Main characteristics of the crisis

The participants also attempted to describe the unfolding of the crisis and 
its main characteristics, indicating that some were new, but others were 
more traditional. The crisis indeed contains several new features in the 
sense that it affects mature markets, notably the US and the UK, several 
markets at the same time, and that it may even extend further. According 
to Martin Wolf, “the losses keep bleeding out”. But some features appear 
to be more traditional, as indicated by Kenneth Rogoff on the basis of 
recent research showing that banking crises often follow the bursting of 
a house-price bubble.

In addition, a wide consensus emerged on the role of “uncertainty” (in 
the “Knightian” sense, where the probability distribution is unknown, 
as opposed to “risk”, which banks are used to managing). As shown by 
Arvind Krishnamurthy, this may arise from the complexity of fi nancial 
instruments in a period of intense fi nancial innovation. Uncertainty affects 
behaviours and the functioning of fi nancial systems.

The lack of robustness of some instruments to crisis events and liquidity 
shortfalls (as evidenced by the Northern Rock case) may also increase 
uncertainty, leading to the “globalisation of doubts”, as coined by Hélène Rey. 
But this situation was also largely aggravated by amplifi cation effects due 
to “nonlinearities” and “vicious circles”, as also described by Hélène Rey. 
Pointing to the responsibility of accounting rules (mark to market), she 
quoted Claude Bébéar who had said that “it is not because your neighbour 
sells his house at a distressed price that your house is worth a distressed 
price if you don’t need to sell it!”
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2|3 Response of central banks

On the one hand, central bankers acknowledged the gains from fi nancial 
globalisation. In particular for emerging countries, Governor Reddy stressed 
clear benefi ts on the equity side, as well as from the gradual liberalisation 
of the capital account. On the other hand, participants emphasised that 
the current crisis created new challenges.

For Arvind Krishnamurthy, in a situation where uncertainty is prevalent, 
central bank policy may take the form of a pre-commitment to a Lender 
of Last Resort intervention, in order to offer more certainty to market 
participants. But Nout Wellink warned of the risks of moral hazard 
created by such a policy. Actions should be co-ordinated among central 
banks for liquidity provision. In addition, both Arvind Krishnamurthy 
and Nout Wellink advised central banks and supervisors to concentrate 
their attention on “pressure points” in risk and liquidity management, in 
order to prevent the triggering of future crises and the aforementioned 
“nonlinearities”.

Regarding regulatory changes, Martin Wolf expressed his concern that 
there might be a risk of overregulation. Christian Noyer mentioned that 
the IMF might have a role to play in order to foster the convergence of 
fi nancial systems, currently organised or regulated on the basis of very 
different principles.

Finally, Jacob Frenkel, regarding the marking to market practice as the 
main ingredient impeding the restoration of liquidity, urged the regulators 
to communicate to the market the notion that the current markdown is 
imprecise and is wrong and that there are considerations to deal with that 
matter.  

3| What are the implications of globalisation 
for the conduct of monetary policy?

The third main issue addressed during the Symposium concerned the 
possible implications of globalisation for the conduct of monetary policy.

3|1 Monetary policy-making has been complicated 
by globalisation

There was a general agreement on the fact that globalisation has made 
monetary policy-making more challenging, for four main reasons.
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First, globalisation has made the interpretation of some key stylised facts 
(lower exchange-rate pass-through in some countries, fl attened Phillips 
curve, and lower infl ation) more diffi cult, as each of them may be due 
either to globalisation or to the higher credibility of monetary policies. This 
diffi culty in interpreting those facts does matter because their implications 
for the conduct of monetary policy crucially depend on the interpretation 
considered, as pointed out by John Taylor.

Second, globalisation has made domestic economies more sensitive to 
foreign shocks, so that central banks need to commit resources to analyse and 
closely monitor foreign developments, as acknowledged by Richard Fisher, 
Donald Kohn and Jürgen Stark. It is for instance very important for the 
conduct of monetary policy, as stressed by Donald Kohn, to assess whether 
the recent increase in oil prices will be permanent or transitory.

Third, globalisation has affected the economies structurally and therefore has 
changed the mechanism of propagation of shocks, as noted by Jürgen Stark.

Fourth, globalisation has affected the monetary policy transmission 
mechanisms and made them more uncertain, as stressed by Donald Kohn, 
Christian Noyer and Jürgen Stark, in particular by making the determination 
of domestic asset prices more dependent on conditions in fi nancial markets 
worldwide and by strengthening the role of the exchange rate in the 
monetary policy transmission mechanism. However, as pointed out by 
Jürgen Stark and Richard Fisher, central banks retain the ability to control 
short-term interest rates and infl ation.

3|2 However, in the view of most participants, 
globalisation should not fundamentally change 
monetary policy strategies

At fi rst sight, one could think of many possible ways in which globalisation 
may call for a change in monetary policy strategies, as stressed by 
Guillermo Ortiz: for instance, globalisation might call for a reassessment 
of central banks’ price-stability objectives, their economic and monetary 
analyses or their degree of reaction to diverse variables that become more 
important in global markets, such as the exchange rate.

However, all things considered, the general consensus was that globalisation 
should not fundamentally change monetary policy strategies for the 
following four main reasons.

First, globalisation does not change the rules of monetary economics: as 
stressed by Jürgen Stark, infl ation is still a monetary phenomenon over the 
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medium to longer term and fl exible exchange rates remain a sine qua non
condition for price stability.

Second, and more precisely, globalisation does not call for a monetary 
policy reaction to exchange-rate developments beyond their effect on 
domestic infl ation, as argued by John Taylor, with whom Eric Chaney and 
Jürgen Stark agreed. That said, John Taylor suggested, on the basis of the 
results of a simple econometric analysis, that some central banks (including 
the ECB) might have recently reacted to exchange-rate developments 
per se – which he regretted. Eric Chaney and Jürgen Stark disagreed on 
that point (the latter partly on the basis of “inside knowledge”) and pointed 
to alternative interpretations of his results.

Third, especially in an environment of ongoing globalisation, monetary 
policy must aim at robustly anchoring infl ation expectations, as argued 
by Jürgen Stark. Many other participants, including Richard Fisher, 
Martin Redrado, Kenneth Rogoff and Janet Yellen, stressed in different 
ways that the credibility of the determination of central banks to achieve 
their price-stability objective remain key in the success of their monetary 
policies.

Fourth, globalisation does not call for further international monetary policy 
co-operation beyond the co-ordination in the provision of liquidity and 
an open exchange of views and information, as argued most notably by 
John Taylor, with whom Donald Kohn and Jürgen Stark strongly agreed.

For all these reasons, Christian Noyer and Jürgen Stark stressed that, in 
particular, the ECB monetary policy strategy, with its clear mandate for 
price stability, its defi nition of price stability in terms of total infl ation 
(as opposed to underlying infl ation) and its two-pillar framework, was 
well-equipped to cope with the challenges that globalisation brings for 
monetary policy.

This general consensus notwithstanding, there were essentially two main 
points raised by individual participants in favour of a change in monetary 
policy strategies in the face of globalisation.

First, Eric Chaney used a price stickiness asymmetry argument to suggest 
that the price stability objective of central banks be lowered during periods 
when the net effects of globalisation are disinfl ationary and, conversely, 
raised when these net effects turn infl ationary.

Second, Martin Wolf argued that one lesson of the current fi nancial turmoil 
(itself perhaps partly due to fi nancial globalisation) is that monetary policy 
should consider reacting to the perceived development of asset-price bubbles, 
even if this may imply pushing infl ation temporarily below target.
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Twelve years after the signing of the Barcelona Declaration, the record of the economic 
component of Euro-Mediterranean partnership (EMP), which brings together the 
27 European Union (EU) Member States and the 12 Mediterranean partner countries 
(Albania, Algeria, Egypt, Israel, Jordan, Lebanon, Mauritania, Morocco, the Palestinian 
Authority, Syria, Tunisia and Turkey), has been mixed. 

The main objective of the Barcelona Declaration, which was signed in 1995, was 
to create an area of shared prosperity by establishing a free-trade area by 2010. 
Other objectives included supporting southern and eastern Mediterranean countries in 
their socio-economic development, their integration into the global economy and their 
modernisation, through fi nancial assistance and institutional dialogue.

The EU has signed Association Agreements with all Mediterranean partner countries 
(MPCs) except Mauritania. In this context, the MPCs have implemented a process to 
reduce tariffs on non-agricultural goods. Nevertheless, trade between the EU and the 
MPCs has not intensifi ed, due to the arrival of new players in the Mediterranean area, 
the dilution of existing trade agreements and the weakness of the integration between 
southern and eastern Mediterranean countries. Moreover, further liberalisation of trade 
in agricultural products and services is required since these sectors were excluded 
from most Association Agreements. Lastly, the structure of trade between the North 
and the South remains asymmetrical. 

Despite a substantial increase in the fi nancial assistance granted by the EU to the 
MPCs, the latter have not, overall, converged towards the standard of living of the EU. 
Indeed, the slowness of institutional reforms, regional geopolitical tensions and the lack 
of dynamism of the productive system resulting from the weakness of domestic and 
foreign investment have affected growth in the MPCs and have, consequently, had an 
adverse impact on EU-MPC trade. 

The project of a Union for the Mediterranean currently put forward by France, and 
backed by Italy and Spain, aims to strengthen co-operation between the two shores 
of the Mediterranean through a number of concrete proposals.

The Euro-Mediterranean economic 
and fi nancial partnership 
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For the past ten years, the Barcelona Process, or Euro-Mediterranean 
Partnership (EMP), has brought together the EU and the countries of 
the southern shore of the Mediterranean in an original North-South 

regional integration framework that covers economic, social, political and 
cultural aspects.

Against the backdrop of France’s proposal to create a Union for the 
Mediterranean, this study analyses the economic and fi nancial component 
of the EMP, which was set up in 1995.

Section 1 describes the objectives of the EMP, including the creation of a 
free-trade area by 2010. Section 2 then presents the fi nancial instruments 
supporting the implementation of the reforms in the MPCs and the 
contribution of Eurosystem central banks (including the Banque de 
France) to the Euro-Mediterranean co-operation. 

Section 3 assesses the economic component of the EMP and, lastly, 
Section 4 analyses the reasons for its lacklustre results.

1| Objectives of the EMP

1|1 Historical foundations 

As early as the 1960s, co-operation was established between the EU and 
Turkey, Morocco and Tunisia. This then gave rise to co-operation agreements 
accompanied by renewable fi ve-year bilateral fi nancial protocols. In the 
1990s, the signing of the Oslo Accords to revive the Middle East peace 
process led the EU to reconsider its policy vis-à-vis the Mediterranean 
area, in the framework of a multidisciplinary approach. 

An ambitious development partnership programme was adopted at the 
Conference of EU and Mediterranean Foreign Ministers in Barcelona in 
November 1995. This partnership was based on Association Agreements 
between the EU-15 and 12 southern and eastern Mediterranean countries 
and territories: Algeria, Cyprus, Egypt, Israel, Jordan, Lebanon, Malta, 
Morocco, the Palestinian Authority, Syria, Tunisia and Turkey.

The Barcelona Declaration was the starting point for a multilateral 
co-operation process comprising three chapters:

• the Political Partnership, whose aim is to create an area of peace and stability;

• the Economic and Financial Partnership, whose aim is to create an area 
of shared prosperity;
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• the Social, Cultural and Human Partnership, whose aim is to promote 
understanding between cultures and the development of free and 
fl ourishing civil societies.

In November 2007, Albania and Mauritania1 joined the EMP. At present, 
this partnership boasts the 27 EU Member States and the 12 MPCs (Cyprus 
and Malta jointed the EU in May 2004). Libya has observer status. 

As of 2004, the EMP has come within the broader framework of the 
European Neighbourhood Policy (ENP). The latter aims to strengthen 
co-operation between the EU-27 and the countries on its eastern borders 
and on the south coast of the Mediterranean.2 The objective of the ENP 
is to boost the economic integration process through the implementation 
of economic, political and institutional reforms in the EU neighbouring 
countries. The ENP reinforces the Barcelona Process by enhancing the 
prospects for economic integration in exchange for concrete progress in the 
commitment to common values: democracy, human rights, the rule of law, 
good governance, market economy principles and sustainable development.

1|2 Economic foundations

The economic rationale behind the Euro-Mediterranean process 
is based, primarily, on the geographical and cultural proximity 
between the northern, southern, and eastern shores of the 
Mediterranean. By reducing transport costs, geographical proximity 
enhances trade between neighbouring countries, transfers of 
technologies or knowledge, and the internationalisation of SMEs.3

The aim of implementing the Barcelona Process is also to generate a 
positive shock on both: 

• the supply side, thanks to the gradual removal of trade barriers that 
should lead, in a more competitive environment, to a rationalisation of 
production and productivity gains; 

• and the demand side, by the opening of new markets to exporters from 
both shores of the Mediterranean.

In the future, the creation of a free-trade area should promote a more 
optimal allocation of the factors of production based on the comparative 
advantages of each country and in particular put an end to the sectoral 
rent situations observed within the MPCs.
1 Mauritania (like Jordan) is not geographically part of the Mediterranean.
2 The ENP includes Armenia, Azerbaijan, Belarus, Georgia, Moldova, Ukraine, Libya and nine MPCs (it does not cover Mauritania, and does not 

concern Turkey or Albania due to their respective status of EU accession and potential accession countries). The ENP could also have included 
Russia, but the latter refused to participate. The EU has developed a strategic partnership with Russia outside the ENP. 

3 The importance of geographical factors in growth and the structure of international trade is highlighted in both new theories on international 
trade, based on the works of Krugman (1991) and in empirical studies using gravity models, since Tinbergen (1962).
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Lastly, one of the attributes of this partnership lies in its strategic 
signifi cance, both for the northern and southern Mediterranean countries. 
For the EU, it also ensures a better protection of investments, supports 
structural and democratic reforms in the MPCs, and enhances political 

BOX 1

The MPCs constitute a heterogeneous area

Features of the MPCs 
(population in millions, growth and infl ation as a %, area in thousands of km2, per capita GDP–PPP in dollars) 

Population Population 
growth

Area Real annual GDP 
growth

Per capita GDP Infl ation

1995 2006 1995 2006 2006 1995 2006 1995 2006 1995 2006

Albania 3.04 3.15 0.13 0.50 27 8.90 5.00 2,636 5,727 7.79 2.37

Algeria 28.06 33.49 2.05 1.79 2,382 3.85 3.59 4,776 7,827 29.78 2.53

Egypt 57.51 72.13 2.07 2.00 995 4.48 6.84 2,835 4,836 15.74 7.64

Israel 5.37 6.87 3.34 2.20 22 7.79 5.21 21,294 30,464 10.04 2.11

Jordan 4.29 5.63 3.66 2.56 88 6.19 6.30 3,446 5,542 2.35 6.25

Lebanon 3.12 3.70 2.00 1.30 10 6.50 0.00 3,974 5,457 na na

Mauritania 2.22 2.89 2.50 2.40 1,025 9.82 11.45 1,677 2,504 6.54 6.24

Morocco 26.44 30.44 1.38 0.97 446 -6.58 8.00 2,885 4,956 6.12 3.28

Syria 14.29 19.15 3.65 2.70 184 5.42 4.41 3,457 4,117 7.98 10.02

Tunisia 8.96 10.27 1.52 1.30 155 2.35 5.36 4,678 8,898 6.24 4.49

Turkey 60.64 72.56 1.69 1.34 770 7.19 6.10 5,494 9,107 88.11 10.51

na : non available.
Sources: IMF, World Bank.

From a geographical point of view, the MPCs form a heterogeneous group. Egypt, with 
a population of over 72 million, is almost 25 times more populous than Mauritania. 
Algeria, the largest MPC, has an area of over 2 million km², while that of Lebanon is 
only 10 thousand km².

As a general rule, over the period under review as a whole, the MPCs have recorded 
solid growth. In particular, over recent years, they have benefi ted from a favourable 
economic climate (development of tourism, increase in foreign direct investment (FDI), 
etc.). Furthermore, hydrocarbon producer countries (Algeria, Egypt, Tunisia and, to a 
lesser extent, Mauritania) have profi ted from the rise in oil prices. Nevertheless, levels 
of GDP per capita differ greatly, ranging from around USD 2,500 in Mauritania, 
USD 4,000 in Syria, USD 7,800 in Algeria and over USD 30,000 in Israel. 

Infl ation rates have declined signifi cantly since 1995 thanks to more rigorous monetary 
policies, but large divergences still remain (2.5% in Algeria, compared with over 10% 
in Syria and Turkey). 
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dialogue in particular concerning regional confl icts and migration fl ows. For 
the MPCs, the aim, in addition to increased integration in world trade, is to 
improve living standards and facilitate the establishment of multinational 
corporations by reassuring investors about their desire to bring standards 
into line with those of developed countries (Michalet, 2004).

1|3 The Barcelona Programme: creating an area 
of shared prosperity

The Barcelona Declaration is of a political nature and has no legal force. 
Nevertheless, the different signatories have gradually come to consider 
that it constituted the founding act of the EMP. 

The objectives of the economic and fi nancial component of the Barcelona 
Process are:

• the creation of a Euro-Mediterranean free-trade area by 2010;

• the provision of EU fi nancial support for the development of the MPCs 
by facilitating their economic transition and helping them meet the 
challenges posed by economic opening.

Promotion of co-operation and regional integration 

At the Barcelona Summit, with a view to gradually developing free trade 
by 2010, the different partners committed to progressively removing the 
tariff and non-tariff barriers to trade in manufactured goods.

The different parties also expressed their desire to progressively liberalise 
trade in agricultural and food products between the EU and the MPCs 
by 2010, insofar as the various agricultural policies allow. Exceptions were 
made for the most sensitive products whose total liberalisation could have 
adverse social and economic impacts in the MPCs. Furthermore, the 
Association Agreements should contain provisions for the liberalisation 
of trade in services in the future (including the right of establishment).

The aims were to progressively achieve trade and regulatory convergence, 
pursue policies based on market economy principles, participate in the 
development of the private sector and foster technology transfers.

With the ENP, these objectives must henceforth be placed in the context 
of a future participation in the EU Internal Market.



ARTICLES
The Euro-Mediterranean economic and fi nancial partnership

36 Banque de France • Quarterly Selection of Articles • No. 12 • Summer 2008

Speeding up the rate of sustainable socio-economic development in the MPCs

The Barcelona Declaration stresses the need to improve living and 
employment conditions in the MPCs and reduce development gaps in 
the Euromed region. 

Investment, and in particular FDI, must be the basis for this economic 
development. The various partners agreed on the importance of 
implementing, in the MPCs, sound macroeconomic policies and 
institutional reforms to create a climate conducive to the development 
of investments.

The accomplishment of this objective must also be accompanied by 
a substantial increase in fi nancial assistance provided by the EU to 
the MPCs.

The partners agreed to step up the dialogue on their respective economic 
policies and on the way to optimise fi nancial co-operation.

NB: The economic and fi nancial assessments presented in this study do not 
concern Albania or Mauritania, since these two countries have just joined 
the EMP.

The EU and its neighbours

EU-27

12 MPCs

6 ENP countries, other than MPCs

Libya, observer status
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2| Co-operation instruments 

The EMP is based on an institutional framework including bilateral 
and multilateral North-South agreements and EU fi nancial assistance 
to the MPCs.

2|1 Bilateral framework: Association Agreements 

Association Agreements include general provisions and provisions specifi c 
to relations between the EU and each MPC. Increasingly, depending on the 
country, specifi c areas of co-operation have progressively been introduced.4

The negotiation of Association Agreements was particularly slow: almost 
ten years went by between the signature of the fi rst – with Tunisia in 
1995 – and that of the penultimate one – with Syria (a draft agreement 
was signed in October 2004 but has still not been ratifi ed). 

Association Agreements are currently in force between the EU and Tunisia 
(1995), Israel (2000), Morocco (2000), Jordan (2002), Egypt (2004), Algeria 
(2005) and Lebanon (2006). Relations with the Palestinian Authority (1997) 
are governed through an Interim Association Agreement.5 Turkey and the 
EU are linked by a customs union6 (1996).

Comparatively, Association Agreements signed by the EU, as of 1991, with 
its future new Member States came into force much more rapidly (less 
than three years), illustrating the stronger political will and objective of 
all parties concerned.

2|2 Multilateral framework: strengthening the dialogue 
on macroeconomic policies

The Barcelona Process established a multilateral framework (from 
region to region) for dialogue of a mainly inter-governmental and 
inter-parliamentary nature. Meetings are held at a number of levels: 

• sectoral ministerial meetings that promote, in each area (foreign affairs, 
trade, industry, agriculture, fi nance, energy, etc.), practical co-operation 
and prepare joint initiatives. There have been around 20 such meetings 
since the start of the Euro-Mediterranean process; 

4  For example, the right of establishment of companies comes within the scope of application of the Association Agreements with Egypt, Israel, 
Morocco and Tunisia. 

5  A Stabilisation and Association Agreement (SAA) was signed between the EU and Albania in 2006. Ratifi cation of this SAA is underway.
6  A customs union is a regional trade agreement whose member countries have adopted a common trade policy vis-à-vis third countries. A customs 

union often stems from the deepening of a free-trade area.
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• the Euromed Committee, generally every two months, bringing 
together senior offi cials from all the partner countries and the European 
Commission. The Committee is charged with co-ordinating the partnership 
and the consistency of the activities in all areas of co-operation.

Furthermore, the Barcelona Process resulted in the creation, in 2004, 
of the Euro-Mediterranean Parliamentary Assembly. The latter has 
held three plenary sessions. It comprises 240 members of Parliament 
(120 Mediterranean MPs, 75 national MPs and 45 representatives of the 
European Parliament). The Assembly has a consultative role and the 
power to make recommendations.

This North-South dialogue, which has been underway since 1995, 
remains in its infancy (Sapir, 2007). In particular, the frequency of the 
sectoral ministerial meetings, the Euromed Committee meetings and the 
Euro-Mediterranean Parliamentary Assembly meetings is low with respect 
to the scope of the partnership. Lastly, the European Commission is solely 
responsible for the day-to-day management of the partnership (preparation 
of reports on the MPCs, multi-annual programming, drawing up action 
plans, and fi nancing and monitoring). 

2|3 Financial assistance

MEDA Programmes (1995-2006)

Between 1995 and 2006, the Commission, in collaboration with each of 
the MPCs,7 drew up programmes to support economic transition, funded 
by MEDA (Mesures d’accompagnement fi nancières et techniques – Financial 
and technical accompanying measures). Benefi ciaries of this funding 
included governments, regions, local authorities, public bodies, and 
non-governmental organisations.

For MEDA I, EUR 3.435 billion was earmarked for 1995-1999. In July 2005, 
the assessment of the programmes conducted by independent experts, 
at the request of the European Commission, showed that, in view of the 
complexity of the procedures, only 28.6% of the funds committed were spent 
over the period (i.e. EUR 875 million really allotted). From 2000 to 2006, 
the amounts granted to the MPCs via MEDA II totalled EUR 5.35 billion. 

The new European Neighbourhood and Partnership Instrument (ENPI)

The creation of a single European instrument to provide funding to 
EU neighbouring countries was fi rst discussed by the Commission in 2003. 
Since January 2007, the ENPI replaces the existing geographical and 
thematic programmes and simplifi es cross-border co-operation procedures 
7  Since 2002, co-operation activities with Turkey have been fi nanced by a budget managed by the Directorate General Enlargement and no longer MEDA.
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by funding joint programmes of the EU and partner countries sharing land 
or sea borders.

The budget of the European Communities to the ENPI in the timeframe 
from 2007 to 2013 will be EUR 11.2 billion; this fi gure is 32% higher than 
the total of EUR 8.5 billion, for the equivalent 2000-2006 period, from the 
MEDA budget of EUR 5.3 billion, the TACIS budget of EUR 2.3 billion and 
the budget of EUR 0.5 billion earmarked for thematic programmes.

The widening of the benefi ting area (henceforth East and South) raises 
the question as to how assistance should be allocated. France, with the 
support of the southern European member countries, defended the need 
for providing clear assurance to the MPCs on EU commitments. It was thus 
decided that the prior allocation system would be maintained until 2010, 
i.e. two-thirds for the South and one-third for the eastern partners of the EMP.

The EIB and the Facility for Euro-Mediterranean Investment 
and Partnership (FEMIP)

Since the 1970s and especially since the creation of the EMP in 1995, 
the European Investment Bank (EIB) has also provided assistance 
in this region. It grants loans and fi nancial assistance to the MPCs. 
Its involvement developed in 2002 with the implementation of FEMIP. 
The latter, whose activities are funded via EIB own resources and the 
EU budget, aims to foster private sector development and the creation of 
an investment-friendly environment via:

• long-term loans (up to 12 years);

• risk capital fi nancing to build up and strengthen companies’ capital base;

• technical assistance funds, non-repayable aid for project identifi cation, 
preparation and management.

Between 2002 and 2006, through FEMIP, the EIB granted EUR 6 billion 
in loans. 

In 2006 alone, FEMIP granted loans whose total value exceeded 
EUR 1.3 billion, of which 43% was used to fi nance infrastructure 
projects, in particular in the energy sector; 24% was allocated to 
the protection of the environment and 15% to industry. Under the 
technical assistance programme, FEMIP provided funding to the value of 
EUR 12.3 million (EIB, 2007).

The EU endowed FEMIP with a lending envelope of EUR 8.7 billion to 
support projects in the MPCs for 2007-2013, which is equivalent to around 
a 34% increase compared to 2002-2006.
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A substantial increase in aid

Overall, the EU’s fi nancial commitments to the MPCs increased signifi cantly 
(see Table 1): 21% per year in 2000–2006 compared to 1995–1999. 

Excluding EIB funding, aid provided by the EU to the central and eastern 
European countries (CEECs) between 1995 and 2004 far exceeded that 
allocated to the MPCs via MEDA: it amounted to EUR 26 per capita 
yearly for the CEECs compared with EUR 1.8 for the MPCs (Abis, 2005). 
Admittedly, the aid granted to the CEECs was to prepare for their accession 
to the EU. 

For 2007-2013, fi nancial assistance (including EIB) allocated to the MPCs 
should increase further by some 35% compared to the previous period.

BOX 2

Previously planned creation of a Euro-Mediterranean 
Development Bank

In 2001, the European Council invited the Commission to examine the possibility 
of setting up a Euro-Mediterranean Development Bank. This suggestion answered 
calls from southern EU countries to provide the private sector of the MPCs with 
the fi nancing it required to boost the region’s economy. The idea was to create a 
bank similar to the one set up in 1990 for eastern Europe (the European Bank for 
Reconstruction and Development – EBRD).

In its 2002 report, the Commission considered that the creation of a genuine 
Euro-Mediterranean bank, separate from the EIB, would increase funding capacity as 
it would be open to other founding members. A Euro-Mediterranean bank, in the form 
of an EIB subsidiary, would, for its part, have the advantage of offering more immediate 
prospects of loans at advantageous interest rates, since the new bank would benefi t 
from the EIB’s reputation. 

In 2003, the ECOFIN council did not follow up this project. It decided in favour of a 
“reinforced FEMIP”, with two complementary features: the introduction of risk-capital 
fi nancing through the creation of a “Special FEMIP Envelope” (up to EUR 1 billion) 
to support investment with a higher risk profi le, and the creation of a Trust Fund, 
built up with voluntary contributions.

The EU was fairly divided on the creation of a Euro-Mediterranean bank, according 
to the geographical priorities of its members and the more general pressure on the 
Community budget.
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Table 1 EU aid
(in EUR billions, excluding bilateral aid granted by each EU Member State)

 1995-1999 2000-2006 2007-2013

MEDA then ENP 0.9 5.4 7.5 (a)
EIB (FEMIP as of 2002) 4.6 6.5 8.7
Total period 5.5 11.9 16.2
Annual average 1.4 1.7 2.3
Increase (%) – +21 +35

(a) It is assumed that funds are allocated in the following proportions: two-thirds for the South 
and one-third for the eastern partners of the ENP.
Source: Banque de France calculations. 

2|4 Central banks

The task of the EU central banks is to support the development of the MPC 
central banks and thus help them to play their role effi ciently.

High-level seminars and working groups

Since 2004, Euro-Mediterranean seminars have brought together the central 
bank governors of the Eurosystem and the MPCs.8 These discussion fora 
are not offi cially enshrined in the Barcelona Process but their objective is to 
promote regular, high-level dialogue with the MPC central banks, exchange 
points of view on economic, fi nancial and monetary developments 9 and 
develop professional and personal relations within the region’s central 
banking community. In this framework, the Banque de France organised 
in Cannes, together with the ECB, in 2005, the second Euro-Mediterranean 
seminar. 

Training, technical co-operation and local representation

In the framework of its international activities, the Banque de France, for 
example, has established close ties with the central banks of the MPCs, 
in particular with those of Algeria and Morocco. The Banque de France 
regularly organises training programmes in which the MPC central banks 
participate.

For instance, in 2006, 401 management staff of MPC central banks took 
part in 20 seminars run by the Banque de France’s International Banking 
and Financial Institute (IBFI), whose mission is to train management staff 
from foreign central banks. In 2006, IBFI also organised 10 seminars in 
Morocco, Algeria and Albania.

8  These seminars were held in Naples (2004), Cannes (2005), Nauplie (2006) and Valencia (2007). The next seminar will take place in 2008 in Egypt.
9  In 2007, attention focused on the fi scal policy framework and trade links between the EU and the MPCs.
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The Banque de France also developed close technical co-operation with 
its MPC partners. In 2006, its management staff conducted a number of 
assignments in different areas of central banking (the fi ght against money 
laundering, operational risk management, auditing, payment systems, and 
IT systems) and banking supervision in the following countries: Algeria, 
Morocco, Egypt, Lebanon, Tunisia, Turkey, Syria and Mauritania. These 
assignments were organised either bilaterally in some countries or under 
the aegis of the IMF, World Bank or the Eurosystem in others. 

Lastly, management staff are regularly seconded for long periods to the 
MPCs: Algeria and Turkey (as fi nancial advisors at the French embassies 
and Banque de France representatives). In the framework of technical 
co-operation, the Banque de France also seconded a number of experts 
to the central banks of Morocco (banking supervision), Syria (advisors to 
the authorities) and Egypt (banking supervision, in a project run by the 
ECB). The latter was fi nanced by MEDA.

3| Mixed record 

Twelve years after the signing of the Barcelona Declaration, the economic 
component of the EMP has delivered mixed results in terms of both trade 
and socio-economic development. 

3|1 Trade

Efforts in terms of openness

Under the bilateral Association Agreements concluded between the EU 
and the MPCs, all manufactured goods from the MPCs now have free 
access to the EU and are exempt from tariffs.

In turn, the MPCs have set in train the progressive dismantling of tariffs, 
which will take place over a 12-year period.10 However, the differences 
between countries remain signifi cant (see Chart 1) due to the slowness 
in ratifying and applying the Association Agreements.

For instance, one group of countries still has high tariffs (Algeria, Morocco, 
and Tunisia), one has low tariffs (Israel, Lebanon, and Turkey) and one is 
between the two.

10  This regime replaces the previous one that was based on a system of preferential trade agreements guaranteeing MPCs access to the EU market, 
without having to reduce tariffs on MPCs imports from the EU.



ARTICLES
The Euro-Mediterranean economic and fi nancial partnership

Banque de France • Quarterly Selection of Articles • No. 12 • Summer 2008 43

Moreover, compared with countries in Latin America and Asia, the MPCs 
still have high tariffs: the trade-weighted average tariff in industry is 15% 
for the MPCs as a whole, against 9.4% for South East Asia and 10.6% for 
Latin America.

The Euro-Mediterranean dialogue has led to signifi cant progress in terms 
of modernising customs procedures. At the Trade Ministerial Conferences 
in Toledo in 2002 and Palermo in 2003, action plans were respectively 
launched and consolidated to foster trade and investment. The following 
measures are currently being implemented to simplify customs 
procedures: accelerating customs clearance, using electronic information 
and payment systems, and adopting a single administrative document. 
However, negotiations in the services sector are progressing slowly; this 
sector accounts for around 60% of the MPCs’ GDP.

Lastly, progress was achieved concerning the rules of origin. 
The participation of the MPCs in the Pan Euro Med system of cumulation of 
origin allows economic operators to cumulate processing made in different 
countries of the region and thus obtain preferential treatment more easily. 
This should increase investment incentive and improve the possibility of 
achieving economies of scale within the Mediterranean region.

Trade integration remains limited

In volume terms, 7% of EU-15 exports and imports are conducted with the 
MPCs whereas the EU-15 accounts for around 34% of exports and 42% of 
imports of the MPCs. This sizeable difference in the share of trade between 
the two areas is attributable to the economic weight of the EU, and thus to 
its greater attractiveness, as well as to the marked development gap. 

Chart 1  2003 – 2006: tariffs applied to the most-favoured nation
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Furthermore, trade with the EU differs across countries. For instance, the 
Maghreb countries trade chiefl y with the EU while Mashrek countries11

have expanded their trade relations with the United States. 

Besides, trade with Europe has been fairly weak: for instance, between 1995 
and 2006, the share of the MPCs in EU-15 trade has remained almost stable 
at around 7% (see Charts 2 and 3). In comparison, in 2003, in the run-up to 
their EU accession, the share of the new EU Member States stood at 15%. 

Lastly, trade imbalances remain: 

• The MPCs’ trade position vis-à-vis the EU has continued to worsen 
signifi cantly, with the MPCs’ trade defi cit excluding oil vis-à-vis the 
EU-15 increasing from USD 15.6 billion at the start of the 1990s to over 

Chart 2  MPCs’ share of total EU-15 trade 
(%)

1993 1994 1995 1996 1997 1998 1999 2000 2001
0
1

2

3

4

5

6

7

8
9

2002 2003 2004 2005 2006
Source: IMF (DOTS).

Chart 3  EU-15 trade with the MPCs and the rest of the world 
(in USD billions)
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11  Mashrek countries comprise Egypt, Jordan, Lebanon, the Palestinian Territories and Syria.
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USD 32 billion in 2004; trade relations between the EU and the MPCs 
are developing along the lines of a classic North-South model. Despite 
an improvement in the technological levels of their exports, the MPCs 
export above all natural or manufactured products that require a large and 
relatively unskilled labour force and low technology. 

• The diversifi cation of products (derived from intra-industry trade) has 
increased little. By comparison, within NAFTA, a regional intra-industry 
productive system has already been formed, in particular in the following 
industries: automobile, electrical appliances, IT and telecommunications. 
Thanks to this, economic integration in the region is very strong (see Box 3 
for a more in-depth comparison between the EMP and NAFTA).

BOX 3

A comparison between the EMP and NAFTA

The North American Free Trade Agreement (NAFTA) was created in 1993 by Canada, 
the United States and Mexico. It came into force in 1994. Its main aim was to 
eliminate tariffs between signatories within a maximum of 10 years (except for 
those on certain sensitive US and Canadian agricultural products, which were to be 
phased out within 15 years). It also contains a number of worker and environmental 
protection clauses. It was gradually supplemented by a number of trilateral or bilateral 
agreements on customs procedures, intellectual property, rules of origin, etc.

It should be noted that both Mexico and Canada opted for infl ation targeting, rather 
than exchange rate targeting vis-à-vis their main trading partner. Swap arrangements 
exist between the central banks of the three countries, instituted by the North American 
Framework Agreement of 26 April 1994.

It is interesting to compare the EMP and NAFTA from a number of perspectives.

First, the creation of NAFTA in 1993 was, along with prospects of EU enlargement to 
the East (see Section 1/1), one of the factors that prompted Europe to launch, two 
years later, the Barcelona Process with a view to conserving a signifi cant weight in 
the globalised economy.1

Second, both are North-South regional integration arrangements. In such arrangements, 
the northern partner typically seeks to open up new markets for its high value-added 
products and services and, in the context of globalisation, reduce its industrial 
production costs. The southern partner, for its part, seeks to open up export markets 
and benefi t from foreign investment infl ows and technology transfers. In addition to 
the economic aspects, all partners seek positive externalities in terms of political 
and social stability. 

.../...
1 “It is becoming increasingly obvious that the EU must enhance its proximity policy to the Mediterranean, if it wishes to maintain 

an economic size comparable to that of the major economic areas that are emerging, i.e. NAFTA and APEC” (E. Rhein, former 
Director for Mediterranean Policy in the European Commission and one of the architects of the Barcelona Declaration, 1995).



ARTICLES
The Euro-Mediterranean economic and fi nancial partnership

46 Banque de France • Quarterly Selection of Articles • No. 12 • Summer 2008

.../...
Third, NAFTA like the EMP are free trade agreements, but also include environmental 
and social dimensions, which were at the time innovative. The North American 
Agreement on Environmental Cooperation and the North American Agreement on 
Labor Cooperation (NAAEC and NAALC) created specialised co-operation commissions, 
procedures governing social disputes, and instituted the North American Development 
Bank to fund projects to improve the environment around the frontier between the 
United States and Mexico. 

Table 1  Size of the EMP and NAFTA in 2006

EMP (a) NAFTA

Population (millions) 747 436
GDP (PPP – USD billions) 15,686 15,348
GDP per capita (PPP – USD) 21,066 35,168

(a)  Includes the EU-27 and the following countries: Algeria, Egypt, Israel, Jordan, Lebanon, Morocco, 
Syria, Tunisia and Turkey (data are not available for the Palestinian Authority). Calculations 
do not take account of Albania and Mauritania, which joined the EMP in November 2007.

NAFTA and the EMP are comparable in terms of GDP (see Table 1). However, in 
terms of GDP per capita, NAFTA is richer than the EMP. It should be noted too 
that the southern part (Mexico) of NAFTA is richer than the southern part of the 
Euro–Mediterranean area (see Table 2).

Table 2  Features of the southern parts of the EMP and NAFTA in 2006

MPCs (a) Mexico

Population (millions) 254 104

Population growth rate (%) 1.69 (2.02 in 1995) 1.02 (1.79 in 1995)

GDP (PPP – USD millions) 1,853 1,171

GDP per capita (PPP – USD) 7,290 11,249

Share of exports to the North (b) (%) 34.0 85.0

Share of imports from the North (%) 42.6 62.0

Monetary regime Pegged to a basket of currencies 
with a heavy euro weighting: 
Morocco
Managed fl oating with the euro as 
reference currency:  Tunisia
Independent fl oating:  Israel, Turkey
Managed fl oating with the dollar as 
reference currency:  Algeria, Egypt
US dollar peg:  Jordan, Lebanon, Syria

Independent fl oating

(a) Includes the following countries: Algeria, Egypt, Israel, Jordan, Lebanon, Morocco, 
Syria, Tunisia and Turkey (data not available for the Palestinian Authority). Calculations 
do not take account of Albania and Mauritania that joined the EMP in November 2007.
(b) The North means the EU for the Mediterranean countries, and Canada + USA for Mexico.
Sources: Banque de France calculations based on World bank (World Development 
Indicators) and IMF (Direction of Trade Statistics) data. 

.../...
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Example: the agricultural sector
Agricultural policy is the main bone of contention between the MPCs 
and the EU. Agricultural products have largely been excluded from the 
Association Agreements due to the risk of opening up competition in this 
sector between the MPCs and the EU Mediterranean countries. The MPCs 
have, in terms of costs, a comparative advantage in this sector that would 
enable them to at least partially rebalance their trade fl ows. 

Besides the dismantling of tariffs, there is also the question as to whether 
Mediterranean products comply with the EU’s sanitary and phytosanitary 
measures. 

Major imbalances persist in Euro-Mediterranean agricultural trade. The 
EU is a predominant partner of the MPCs in terms of agricultural trade, 
accounting for one-third of their imports and around half their exports 
(despite the EU’s protection measures). However, the share of the MPCs in 
the EU’s agricultural trade remains low (less than 10% of the EU’s exports 
and imports).

The principle of a “Euro-Mediterranean roadmap for Agriculture” was 
introduced in Rabat in 2005. This roadmap aims to speed up the liberalisation 
of agricultural trade between the EU and the MPCs and implement 
sustainable development measures. It entails a gradual reciprocal opening 
of agricultural trade (the effort must be shared by the EU and the MPCs), 

.../... 
The major difference between the two lies in their respective degree of integration: 85% of 
Mexico’s exports and 62% of its imports are with its northern partners. The corresponding 
fi gures for the South of the EMP (MPCs) are just 34% and 42 % respectively (see Table 2).

However, in both these areas (and particularly for NAFTA), there is an asymmetry resulting 
from the existence of a dominant gathering (the United States and the EU respectively) that 
attracts the bulk of its partners’ trade, while these partners are relatively less important for it.  

NAFTA’s record, 15 years after its creation, gives rise to controversy, in particular 
regarding net job creation in each of its member countries. Trade between the partners 
grew by 10% per year. For Mexico, in particular, NAFTA has generally been positive 
even though three factors may explain the disappointing results: the domestic crisis of 
1995, the US recession of 2000-2001 and the problems relating to business climate 
or structural reforms in the Mexican economy (Salvatore, 2006). Furthermore, the 
United States has extended the scope of its co-operation on the American continent to 
beyond NAFTA, by signing a new free trade agreement with Central American countries 
(DR-CAFTA), which was itself supplemented by a series of bilateral arrangements 
between these countries and Mexico and Canada. Lastly, the United States continues 
to defend a project for a free-trade area for the whole American continent (FTAA).
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and the drawing up of a list of the most sensitive products to be excluded 
from the liberalisation process. The EU Commission entered into bilateral 
negotiations with Morocco, Egypt and Israel, and has already reached an 
agreement of this type with Jordan.

3|2 Economic development: ongoing North-South 
discrepancies

Better managed macroeconomic framework

The MPCs have made constant progress in terms of macroeconomic 
management.

The majority of the MPCs have greatly reduced their fi scal defi cits. 
For instance, with the exception of Algeria (which is alone in having a 
high fi scal surplus of 11.9 % of GDP in 2006 thanks to its oil revenues), 
the region’s average fi scal defi cit stood at 6.3% of GDP in 2006, compared 
with 15.3% in 1995.

At the same time, thanks to vigilant monetary policies, the level of infl ation 
has come down from over 41% to 7% in 2006 as a weighted average of GDP. 
This drop in infl ation can partly be ascribed to the greater independence 
of the MPCs’ central banks (see Chart 4).

Nevertheless, it should be noted that the level of central bank independence 
in the MPCs remained, in 2003, closer to that of developing countries than 
that of emerging countries (see Chart 5).

Chart 4  Central bank independence index
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Incomplete North-South convergence 

Despite this progress, the MPCs have not managed to gain suffi cient 
momentum to start converging with the EU and move out of the 
middle-income country category. Even though population growth in the 
MPCs has started to slow down (the population growth rate was 1.7% on 
average in 2006 compared with 2% in 1995),12 their GDP growth stood 
at around 6% between 1995 and 2006 and thus remained insuffi cient to 
signifi cantly improve living standards. Average GDP per capita in the 
MPCs remains fi ve times lower than that of the EU-27 countries despite 
the EU having enlarged to take in middle-income countries.

Overall, GDP per capita in the MPCs has remained stable vis-à-vis that of 
the euro area countries since 1995 (see Table 2). 

Chart 5  Central bank independence index in 2003
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Table 2  Real GDP per capita 
(% of the euro area real GDP per capita)

1995 2006

Algeria 9 10
Egypt 7 8
Israel 93 87 (a)
Jordan 10 10
Lebanon 24 23
Morocco 6 7
Syria 6 6
Tunisia 9 12
Turkey 15 17

(a) 2005 data.
Source: World Bank (World Development Indicators).

12 Labour market entries are expected to peak between 2000 and 2010 depending on the countries.
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Other development and inequality indicators, such as the UN Human 
Development Index (HDI),13 also show weakness in the MPCs’ overall 
performance (see Table 3). Nevertheless, the results indicate signifi cant 
heterogeneity between the different MPCs. For instance, Israel’s HDI was 
comparable to that of the EU-27, whereas that of six MPCs is in the second 
half of the world ranking. 

4|  Obstacles encountered

The main diffi culties encountered in achieving the EMP’s trade objectives 
stem from the dilution of the agreements between the EU and the MPCs 
and the very slow development of South-South trade. More generally, 
the poor record of the EMP in terms of growth can be attributed to the 
slowness of structural adjustments of the MPCs’ economies and the 
weakness of fi xed investment.

4|1 Impediments to Euromed trade

Multiplication of free trade agreements

The EU concluded a number of new free trade agreements, which diluted 
the impact of the existing ones with the MPCs. At the same time, the 
MPCs made agreements with the United States incorporating civil aid, and 

Table 3  Rankings among the MPCs – Human development, 
business climate and transparency

Human
development

Business
climate

Transparency

Israel 23 29 30
Lebanon 78 85 99
Jordan 86 80 53
Tunisia 87 88 61
Turkey 92 57 64
The West Bank and Gaza 100 117 –
Algeria 102 125 99
Syria 107 137 138
Egypt 111 126 105
Morocco 123 129 72
MPC average 79 97 80
UE-27 average 26 34 31

Sources: UN, UNDP (2004), World Bank, Doing Business (2008), and Transparency 
International (2007).

13 The HDI measures human development and thus assesses the average progress of a country according to three criteria: life expectancy, literacy 
and educational attainment, and per capita GDP. 
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sometimes supplemented by substantial military aid (Israel and Egypt). 
Against this backdrop, the United States launched its Greater Middle East 
Initiative, which includes countries such as Pakistan and Afghanistan. 

The United States even signed free trade agreements with Israel (1985) 
and Jordan (2000). The signature of such an agreement with Morocco 
in 2004 marked a new phase in the creation of the much wider free trade 
area (Middle East Free Trade Area) that the US administration wishes to 
establish by 2013. Negotiations are underway with Egypt and proposals 
have been made to Tunisia and Algeria. 

Furthermore, the emergence of large Asian countries such as India and 
China has shifted the centre of gravity of European trade, to the detriment 
of the MPCs. The entry of China into the WTO and competition from India, 
in addition to, since 1 January 2005, the demise of the Agreement on 
Textiles and Clothing (formerly the Multi-Fibre Arrangement), are affecting 
the industries of Morocco and above all Tunisia. Conversely, China and 
India appear to be increasingly active in the MPCs (see below).

Weakness of South-South integration

Despite the initiatives aimed at enhancing regional integration between 
South Mediterranean countries such as the Agadir Process,14 the Union 
of the Arab Maghreb15 and the Greater Arab Free Trade Area,16 it is still 
relatively low among MPCs. Intra-regional trade remains at around 8% 
of total MPC trade, which is one of lowest levels for an economic area 
of its size (intra-regional trade represents 25% to 30% of total trade in 
ASEAN and MERCOSUR countries) and is mainly concentred in the 
hydrocarbon sector. Indeed, most trade agreements between the MPCs 
did not materialise due to political divergences (division of the Arab world, 
confl icts between Israel and Palestine and in the West Sahara). 

Different economic and institutional reasons have also been put forward to 
explain the lack of integration between MPCs: the highly similar production 
and export structures, the almost complete lack of harmonisation of 
regulatory frameworks for trade, restrictions on currency conversion, the 
continued existence of tariff and non-tariff barriers and the absence of 
regional infrastructures, especially in transport.

However, some progress has been made in the energy sector with the 
promotion of sub-regional markets, such as the integration of the energy 

14  The Agadir Agreements were signed in 2004 by Morocco, Tunisia, Egypt and Jordan with a view to creating a sub-regional free trade area. 
They came into force in March 2007.

15  The Union of the Arab Maghreb (UAM), created in 1989, includes Morocco, Algeria, Tunisia, Mauritania, and Libya.
16  The Greater Arab Free Trade Area (GAFTA), signed in 1997, established, as of 2005, a free trade area mainly covering industrial and agricultural 

products. The 18 signatories are Saudi Arabia, Bahrain, Egypt, the United Arab Emirates, Irak, Jordan, Koweit, Lebanon, Libya, Morocco, Oman, 
Palestine, Qatar, Somalia, Syria, and Yemen; Sudan and Tunisia are currently in the process of ratifying the agreement; Algeria, the Comoros, 
Djibouti and Mauritania have not yet approved the agreement.
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market in the Maghreb countries and the gradual establishment of the 
Mashrek gas market.

New players in the Mediterranean

China is becoming increasingly active in Africa, as highlighted by the 
Sino-African summit in November 2006. As regards the MPCs in particular, 
China appears to be seeking to:

• diversify its energy supplies (Algeria, Libya, Egypt and, to a lesser 
extent, Syria are particularly concerned);

• increase its presence via direct investment in the energy, infrastructure 
and telecommunications sectors; 

• boost trade (including indirectly with the EU via the EU-Med Association 
Agreements that give Chinese companies established in the MPCs 
privileged access to the European market).17

4|2 Obstacles to development and economic convergence

A number of studies (Kébabdjian, 1995, Cogneau and Tapinos, 1995, and 
Dessus, Devlin and Safadi, 2001) confi rm that, besides the free-trade area, 
the success of the integration process depends, notably, on the ability of 
the MPCs to: 

• modernise the productive system and open up to competition, implying 
the actual implementation of structural and institutional reforms and an 
improved business climate;

• increase domestic and foreign productive investment.

Insuffi cient structural reforms and poor business climate

Structural reforms have been limited. While the MPCs have managed to 
stabilise their economies, many reforms are still needed before they can 
play their full role in the EMP.

Overall, the pace of structural adjustment in the MPCs has been much slower 
than in other regions: low competition on product, labour and fi nancial 
markets, inadequate demand dynamics, and governments experiencing 
diffi culties in monitoring and reducing the informal economy and labour 

17 As regards the fi nancial aspects (lending and borrowing) of this development of relations between emerging and developing countries, see also 
Rocher (2007).
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market. The result of this is that a number of these economies have 
remained half way between planned economies and market economies. 
Despite the fact that the Barcelona Process has provided the MPCs with 
a mechanism enabling them to base their regulatory reforms on the EU 
models, they did not fully take advantage of this opportunity. 

At the meeting of Euro-Mediterranean Finance Ministers, held in 
Tunisia in 2006, it was stressed that the MPCs (especially Jordan and 
Morocco) had made some progress in terms of management and the 
quality of public administration for example. Nevertheless, in terms of 
their Transparency International ranking, which measures the level of 
corruption in 163 countries, the MPCs are placed only at an intermediate 
level (see Table 3). In order to improve the political and institutional 
environment, the MPCs must focus on reshaping and reinforcing the role 
of the State in the activities most closely linked to sustainable development 
such as education, health and infrastructure, increase the impact of State 
aid and better the quality of public services.18

In many MPCs, the productive sector, innovation and industrial risk-taking
are being hampered by a corporate environment generally hostile to partial 
privatisation, the lack of guarantees for property rights and the security 
of transactions (market transparency, the quality of goods and services 
and the sanctioning of the misappropriation of corporate funds or unfair 
competition). These factors encourage a rent seeking behaviour among 
companies in the MPCs. 

The World Bank’s annual Doing Business Report measures the quality 
of the economic environment19 in 175 countries and shows, for 2007, 
signifi cant disparities between the MPCs, placing them, with the exception 
of Israel, after 79 countries (see Table 3). On the positive side, even though 
Egypt’s ranking remained relatively poor (126th), it nevertheless came top 
of the 10 countries implementing, in 2006 and 2007, the most reforms to 
improve the business climate (it ranked 165th the preceding year).

Ongoing regional confl icts within the MPCs also naturally affect the 
prospects for development and, in particular, the behaviour of investors.

Lack of domestic and foreign investment

In this context, since 1995, investment rates have remained stable or even 
dropped: the decline in public sector investment in the MPCs stemming 
from the marketisation of the economies was not offset by a rise in 
corporate investment. 

18  Ould Aoudia (2006) highlighted the lack, in the MPCs, of a“strategist state” (a State focusing on the long term and improving the business climate).
19  These indicators evaluate the degree of regulation (e.g. the number of procedures required to create a company or register a commercial 

property), measure the time and cost associated with recovering a debt, insolvency proceedings or international goods sales, assess the legal 
protection of property, measure the fl exibility of the labour market and assess the tax burden on companies.
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As regards foreign investment, the MPCs received, at the start of the 2000s, 
three to four times less foreign direct investment (FDI) than the other 
emerging countries with comparable economic fundamentals. These 
inward fl ows were also lower than those received by the CEECS.20 FDI 
infl ows have risen progressively, from around USD 10 billion in 2000, to 
around USD 30 billion in 2005 and over USD 40 billion in 2006 (Saint-Laurent
and Henry, 2007), but the bulk of this upsurge is due to new investors from 
the Gulf States and not particularly to increased FDI fl ows from the EU.

The majority of FDI fl ows into the region are confi ned to the energy sector 
or privatisation operations and concessions of public assets. They therefore 
did not contribute to modernising the industrial sector as a whole. A sectoral 
breakdown shows, in 2006, that most projects were in the fi nancial and 
rent-based sectors such as real estate, transport, banks, IT services, 
telecommunications, energy and tourism (Saint-Laurent and Henry, 2007). 

Furthermore, the low degree of economic integration between the MPCs 
further exacerbates the hub and spoke effect,21 prompting fi rms to locate 
in Europe rather than in the MPCs in order to have access to the whole of 
the Euro-Mediterranean regional market.

Admittedly, among the EU’s neighbouring regions, the MPCs remain the 
main recipients of remittances from migrant workers. However, these 
funds are primarily used for consumption (education, health, and housing) 
and only a small part is used for productive investment (FEMIP, 2006) 
(see Chart 6 and Box 4).

Table 4  Investment rates (GFCF/GDP) in the MPCs

1995 2006

Algeria 27 23
Egypt 16 19
Israel 25 19
Jordan 30 28
Lebanon 33 11
Morocco 23 29
Syria 27 23
Tunisia 24 24
Turkey 24 21

Source: Banque de France calculations based on IMF (WEO) data.

20  When FDI fl ows from the EU into the CEECs stood at USD 833 per capita, they amounted to USD 110 on average in the MPCs 
(Beckouche, 2005).

21  “Hub and spoke” trade agreements, i.e. when a given region (hub) concludes a number of bilateral trade agreements with other countries or 
regions (spoke), tariffs between these countries or regions remain unchanged. This type of agreement generates, all other things being equal, a 
relatively higher demand for companies in the hub region, thus prompting fi rms to locate there (see Puga and Venables, 1997).
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Chart 6  Net workers’ remittances
(in USD billions)
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BOX 4

Transfer of migrant workers’ remittances

Migrant workers’ remittances, which account for between 2% and 20% of GDP across 
the MPCs (e.g. 9% for Morocco), largely outstrip the amounts of Offi cial Development 
Assistance they receive. 

A consensus emerged on two objectives: facilitating the transfer of funds, in particular 
by reducing costs while stepping up the fi ght against money laundering, and promoting 
an effi cient allocation of these transfers in order for them to have a positive impact 
on the development of the migrant workers’ countries of origin. 

Transfer costs vary according to the channels used (FEMIP, 2006). In this respect, 
Charles Milhaud’s report (2006) highlights the importance of migrants’ access to 
fi nancial services in both the immigration country and their country of origin. 

Transfer costs to the Maghreb countries may be less than 2% or even 1% of the 
amount transferred because in particular the banks in the emigration countries are also 
present in the immigration countries. However, they may be as high as 16% to 20% 
when specialised companies have a monopoly, which favours informal channels. In this 
context, the French government launched discussions, in 2006, in which the Banque de 
France participated, to enhance the transparency of the market by improving migrant 
workers’ access to information on transfer costs. Moreover, the experience of certain 
countries (Morocco and Tunisia) shows that it is possible to reduce these costs if the 
authorities of the emigration countries take concrete steps to do so (tax exemptions, 
guarantees to non-residents of favourable exchange rates, subsidy mechanisms for 
accounts opened by migrant workers).

Furthermore, the adoption of the Payment Services Directive in Europe (2007) will 
make it possible to establish a harmonised legal framework and reduce the obstacles 
to entering the European Payments market. The creation of a new “payment institution” 
status will increase competition while guaranteeing clients a level of protection adapted 
to the activity of these institutions.
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The French proposal, backed by Italy and Spain, to create a “Union for the 
Mediterranean” aims to make the Mediterranean into a region of solidarity and 
co-operation whose four pillars may be: economic growth, environment and sustainable 
development, cultural dialogue, and security. This Union is intended to work closely with 
the EU. The aim of this project, founded on the principle of co-operation and not that of 
integration, would not be to replace the Barcelona Process or the ENP but to reinforce 
them, supplement them and provide additional impetus.22 In particular, the European 
Commission should be involved in the work of the Union for the Mediterranean.23

France, which will hold the Presidency of the EU in the second half of 2008, will hold a 
summit of Heads of State or Government of the Mediterranean neighbouring countries 
in July. Initially, it may set out to deepen co-operation, on a voluntary basis, on concrete 
projects (in the areas of agriculture, industry, energy, textiles, information technologies, 
ecology, etc.) that could be extended progressively to other countries. 

This project to create a Union for the Mediterranean could also be the opportunity 
to strengthen the economic and political ties between European countries and the 
MPCs and to promote a common long-term perspective, based on shared development 
whose impact would be wider-reaching than that of the creation of a simple free-trade 
area by 2010.

22 See the Rome Call for the Union for the Mediterranean and the joint statement of Nicolas Sarkozy, President of the French Republic, Romano Prodi, 
President of the Italian Council, and Jose Luis Zapatero, President of the Spanish Government (20 December 2007). 

23 Speech by the President of the French Republic, Tangier (23/10/2007).
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The development of emerging market economies’ (EMEs) domestic bond markets over 
the past fi ve years, in the form of securities mainly denominated in local currencies, 
demonstrates EMEs’ renewed ability to issue debt in local currency. This development has 
helped to reduce a source of risk for these countries’ economic players, i.e. the imbalance 
between debt securities denominated in local currencies and those denominated in 
foreign currencies, which is highly detrimental in the event of exchange rate depreciation. 

The development of domestic bond markets is therefore a factor of structural change in 
EMEs, and is one of the upshots of an improvement in their fundamentals: it is because 
these countries have managed to curb infl ation, implement sound budgetary policies and 
benefi t from signifi cant revenue in foreign currencies, due to high commodities prices, 
that they have managed to issue both private and public bonds in local currencies. 

The development of these markets seems to be favourable to EMEs. They are useful 
to the conduct of monetary policy and the smooth running of fi nancial systems. 
Nevertheless, countries that are excessively dependent on foreign investors remain 
vulnerable in the event of an increase in risk aversion. Thus, the subprime crisis in 
the US in the summer of 2007 led to the depreciation of certain EM currencies, 
despite there being no direct link with these countries’ macroeconomic fundamentals. 

In spite of a lack of data on the participation of foreign investors in EM domestic 
debt markets, a number of development factors may nonetheless be discerned: 
on the supply side, EMEs’ issuance policies favouring the issuance of securities in local 
currencies, and on the demand side, interest from international investors seeking risk 
diversifi cation and attractive yields. 

The Banque de France has carried out a qualitative survey on French bankers 
and asset managers, and an estimate based on balance of payments data in 
order to better understand the involvement of French investors in these markets. 
Statistics show that the allocation of bond outstandings denominated in local 
currencies has been increasing relative to bonds denominated in foreign currencies. 

In spite of their rapid development, growth in domestic debt markets remains 
limited by the lack of liquidity and certain fi scal rules and regulations. In order to 
overcome these drawbacks, the G8 countries proposed an action plan in May 2007 
to favour the development of EM bond markets denominated in local currencies.

NB:  The French language version of this article was published in October 2007 in the Bulletin de la Banque de France n° 166 (available on the 
Banque de France website: http//www.banque-france.fr/fr/publications/bulletin.htm).
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Emerging market countries’ bond issuance has increased rapidly 
over the past ten years; EM domestic bond outstandings totalled 
USD 4,152 billion at end-2006, versus around USD 1,000 billion at 

end-1995 (see Committee on the Global Financial System (CGFS), 2007). 

In the light of past fi nancial crises in EMEs, the international community 
is seeking to measure the impact of this expansion on fi nancial stability. 
As a result, EM domestic bonds constituted one of the issues chosen by 
Germany for its presidency of the G7/8 in 2007. The CGFS has recently 
published a report on this topic available on the Bank for International 
Settlements’ website (see CGFS, 2007). 

The fi rst part of this article will present the main aspects of these 
markets’ developments, i.e. supply side factors underlying their expansion, 
the advantages of their development for EMEs and the obstacles to their 
optimal functioning. 

The second part of this article will discuss the issue of foreign participation, 
particularly of French investors, in these markets. This study is notably 
based on data concerning the stock and fl ow of French investment in 
a selection of EMEs and interviews with French investors interested in 
these markets. 

1|  The recent development 
of domestic debt markets 

1|1  The management of sovereign debt has favoured 
the issuance of securities in local currencies 

The development of local currency bond markets is a new step in the 
development of fi nancing methods in EMEs following the use of syndicated 
loans during the 1980s and international bonds in the 1990s. This shows 
that these countries are seeking alternatives to the fi nancing of public 
debt by foreign investors, principally in dollars. The depreciation of an 
EME’s currency could in this case cause the principal amount as well as 
the interest payments on the debt load to increase, which could cause the 
country to default on payment. Furthermore, default is considered to be a 
highly unsatisfactory solution in the medium term due to the borrower’s loss 
of credibility, as shown by Argentina’s default in 2001 (see Weber, 2005). 
Loans from international institutions, particularly from the IMF in the 
framework of a programme, and the conditions attached to these loans 
were deemed by certain countries as a form of foreign domination. 
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EMEs have thus sought fi rst to reimburse their international loans in 
foreign currencies. The recent rise in current account surpluses has led 
to an increase in these countries’ foreign exchange reserves. Moreover, 
abundant capital fl ows towards EMEs have favoured the appreciation of 
their currencies against the dollar. This trend has enabled EMEs to reduce 
infl ation and has created a virtuous circle characterised by favourable 
monetary and fi nancial conditions. 

Benefi ting from these conditions, EMEs have implemented active debt 
policy management. Brazil, for example, has substituted fi nancing in local 
currency for fi nancing via external debt. EMEs have also carried out external 
debt buybacks, notably of Paris Club debt (see Manas and Daniel, 2006). 
Thus, in 2005, Brazil repaid in full the USD 15.5 billion it owed to the 
IMF, followed by the USD 2 billion owed to the Paris Club in 2006 and 

BOX 1

Bond categories

In theory, there are four different types of EM bonds depending on the currency 
denomination and the country of issuance. Domestic bonds denominated in the local 
currency and international bonds denominated in foreign currencies are the two most 
common categories.

International bonds denominated in local currencies have become increasingly 
widespread in recent years, although they still represent a small proportion relative to 
the two main categories of bond debt.

Bonds and notes
(outstandings in 2006 in USD billions)

In local currencies In foreign currencies

Domestic 3,476.7  0,0
International  17.7 658.2

Source: CGFS report 2007.

In September 2006, Brazil issued an international bond denominated in Brazilian real, 
noteworthy for its amount (equivalent to USD 745 million), its maturity (15 years), which 
signifi cantly increased the length of the yield curve, and its price (a yield of 12.75%).

Nevertheless, denomination in local currency does not exempt payment of the principal 
and interest in dollars, calculated at the market rate on the payment date (the investor 
bears the foreign exchange risk). 

Disputes are settled under New York jurisdiction on the same basis as Brazil’s other 
external debt securities.
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announced the repayment of USD 20 billion in international bonds by 2010. 
In February 2006, the Brazilian authorities announced the removal of the 
15% tax paid on the sale of a domestic asset by a non-resident, favouring 
foreign participation in domestic debt markets. 

The decrease in political risk has also helped to improve EMEs’ debt ratings 
and has favoured foreign participation in domestic bond markets. At the 
same time, loans to EMEs from international banks also increased during 
the years following democratic transition (see Rodriguez and Santiso, 2007). 

1|2 The advantages of the development 
of domestic bond markets for EMEs

Beyond the substitution of domestic bond debt for debt denominated in 
foreign currencies, the development of EM bond markets corresponds 
most often to state fi nancing requirements, the recapitalisation of the 
banking system, the sterilisation of foreign currency infl ows and, in certain 
countries, the shortage of bank fi nancing. It has been clearly favoured as 
a result of the higher expertise of the authorities and market participants. 

Positive macroeconomic effects 

Abbas and Christensen (2007) show that with a domestic debt level below 
35%, bank deposits play a positive role on economic growth. Domestic 
debt below this level favours the conduct of monetary policy and the 
development of fi nancial markets, and strengthens institutions, private 
savings and fi nancial intermediation. Above this level, domestic debt can 
curb growth via the crowding out of private investment by public debt and 
the reduction of effi ciency in the banking system. 

Debt repayment to international institutions in 2006
(USD billions)

Country Amount repaid Institutions

Russia 22 Paris Club
Argentina 9.6 IMF
Mexico 9 IDB (a)/World Bank
Algeria 8 Paris Club
Indonesia 8 IMF
Turkey 7.5 IMF
Nigeria 7.5 Paris Club and London Club
Uruguay 2.5 IMF
Brazil 2 Paris Club

(a) Inter-American Development Bank.
Source: World Bank, Global Development Finance 2007 report. 
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More effi cient fi nancial systems 

The boom in the bond markets is signifi cant for the development of 
effi cient fi nancial systems, as these markets help to generate a yield curve 
that refl ects the opportunity cost of a loan for a wide range of maturities. 
On the contrary, the absence of bond markets can lead to poor fi nancing 
decisions such as, in particular, excessively favouring short-term investment 
choices. Moreover, the development of bond markets helps to offer an 
alternative to bank deposits for savers, improve corporate transparency 
and reduce foreign exchange risks. Burger and Warnock (2006a) have thus 
shown that there is a correlation between the issuance of domestic debt 
and the improvement in the quality of fi nancial systems. The development 
of domestic bond markets helps to improve the transmission of monetary 
policy by absorbing a share of liquid savings. 

1|3 Obstacles hindering optimal development 
of domestic bond markets 

Dependency on foreign fi nancial fl ows 

The signifi cant amount of international capital invested in EMEs shows that 
the latter remains dependent on foreign fi nancing. As a result, according 
to the Institute of International Finance (IIF) and the World Bank, capital 
fl ows towards EMEs reached a record level in 2006: USD 448.5 billion 
according to the IIF, which bases its estimates on a panel of the 30 leading 
EMEs, and USD 571 billion according to the World Bank, for 136 countries 
(see Faure, 2007). In spite of the improvement in their economies, EMEs 
are not protected from the risk of a rapid downturn in the event of a loss 
of confi dence, as in the past, notably during the Asian crisis. 

The resilience of domestic debt markets is still uncertain 

The sudden shortage of liquidity and the increase in risk aversion in the 
world fi nancial system can add to this risk. Risk premiums, which were 
particularly low from 2006 until mid-2007, have not markedly veered from 
trends recorded in developed markets. However, the international fi nancial 
community lacks data to analyse investors’ various levels of exposure and 
the concentration of risks in these markets (see CGFS, 2007). Therefore, 
the resilience of domestic debt markets is still uncertain. 
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The lack of liquidity in these markets 
Foreign investors are particularly concerned about the lack of liquidity 
in domestic debt markets resulting from low issuance levels, restrictive 
regulatory and fi scal criteria and certain local investors’ strategy of holding 
bonds until maturity. 

Some EMEs, such as Brazil, have recently made signifi cant efforts to improve 
liquidity (see Amante, Araujo and Jeanneau, 2007), such as increasing issue 
size, forming a group of secondary market specialists, making efforts to 
smooth the yield curve, holding special auctions in the event of a period of 
low liquidity and providing the possibility in certain cases of short selling 
securities. Nevertheless, transactions in the secondary market still seem 
insuffi cient and require new reforms, notably higher issuance volumes in 
order to increase market liquidity. 

Limited development of private bonds 

The development of private bonds is still limited. Often these securities are 
shunned by foreign investors due to small issue size and lack of liquidity. 
Non-resident investors tend to invest in the securities of major companies, 
a substantial share of the income of which is denominated in foreign 
currencies (dollars, euro). 

Local investor base is not broad enough

The participation of local players with a long-term investment horizon 
(pension funds, insurance) has a positive impact in the development of 
domestic bond markets. Domestic pension fund assets rarely exceed 20% of 
GDP in EMEs versus an average of 67% of GDP in industrialised countries; 
Chile (64.6%), Malaysia (53.6%) and South Korea (25.1%) are exceptions 
(see CGFS, 2007). EMEs where this type of player is still relatively scarce, 
could favour their development via a reform of pension systems. 

A broader base of local investors not only requires a reform of pension 
systems but also an appropriate macroeconomic and fi nancial framework 
(healthy public fi nances, contained infl ation and the role of the state as 
guarantor and arbitrator for the smooth functioning of pension funds) and 
structural reforms in order to instil savers’ confi dence in the local fi nancial 
system (stable fi scal rules, supervision of fi nancial institutions, reduction 
in the weight of the informal economy). 
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2| Growing foreign participation 
in these markets 

2|1 The advantages and the risks for EMEs 
of the presence of foreign investors 

Appropriate fi nancial account liberalisation to ensure the development of 
domestic bond markets will not be examined in this article. Nevertheless, 
note that EMEs, such as Brazil, have chosen to open the fi nancial account 
and thus favour foreign participation in the domestic bond market. 

Foreign investors act as catalysts for the development of domestic fi nancial 
markets. This mid- to long-term target can justify in certain cases the 
short-term deterioration of their debt structure (rise in interest rates, 
reduction in maturities). Blommestein and Santiso (2007) thus show 
that the active management of public debt has been based on liquidity 
fl owing towards EMEs. However, experience also shows that EMEs 
can be seriously hit by the sudden drying up of foreign fi nancial fl ows 
resulting from an increase in risk aversion, sometimes irrespectively of 
the countries’ fundamentals (see Calvo and Talvi, 2005). 

2|2 Estimates of foreign participation are still incomplete 

Data on foreign participation in the domestic bond markets of EMEs are 
unfortunately insuffi cient to precisely calculate the proportion held by 
international investors. 

However, several databases on domestic bond markets have been compiled 
recently. Mehl and Reynaud (2005) have collected data on the debt structure 
of 33 EMEs from national sources collected over the 1994-2004 period. 
Christensen (2004) collected data on the bond markets of 27 Sub-Saharan 
African countries. 

In a recent IMF publication, Guscina and Jeanne (2006) presented the 
construction of an entire database on the structure of public debt for 19 EMEs 
since 1980. The database mainly lists the outstandings in terms of issuance 
jurisdiction, maturity, currency and indexation. Abbas and Christensen 
(2007) compiled a database for their study on the relationship between the 
level of domestic debt and growth for 93 low-income EMEs. Thanks to a 
new database incorporating bond issues of all maturities for 13 EMEs during 
the period 1999-2005, Ciarlone, Piselli and Trebeschi (2007) developed 
a model for the supply and demand of public debt in these countries. 
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The nationality of the bondholder is not one of the criteria used for the 
databases presented above. The existing databases are insuffi cient to obtain a 
comprehensive list of non-resident holdings and fl ows in these markets. For 
this type of information, the most comprehensive data are those supplied 
by BIS’ International Financial Statistics, on a security-by-security basis 
and those from of certain national databases, such as the data processed 
by France’s balance of payments. Burger and Warnock (2006b) have used 
non-disseminated data from the Federal Reserve on US international bond 
investor portfolios in order to analyse the determinants of their participation 
in the domestic bond markets of 40 EM domestic bond markets. 

Furthermore, the IMF carries out the Co-ordinated Portfolio Investment 
Survey (CPIS) each year, presenting the assets and liabilities of all countries 
participating in the markets of all the other countries. The problem with the 
CPIS, besides the heterogeneity of the data, is the insuffi cient number of 
reporting countries. As a result, EMEs’ liabilities are above all deducted from 
the sum of the assets of all of the other countries. This type of extrapolation 
is unfortunately unreliable as it omits some bond holders (for example, all 
of the investment funds based in off-shore fi nancial centres). 

Percentage of domestic debt held by foreign investors

1995 2000 2005
Latin America na 1 2
Mexico na 3 9
Asia (China, India, South Korea) 0 0 0
China na na 0
India 0 0 0
South Korea na 0 0
Other countries in Asia 2 0 3
Malaysia 3 0 5
Philippines 0 0 1
Thailand na na 3
Central Europe 6 15 20
Hungary 4 15 27
Poland 7 15 22
Russia na na 3
Other 4 3 5
Israel 1 0 1
Turkey na na 11
Saudi Arabia 0 0 0
South Africa 8 13 6
Total 2 1 2

na: not applicable.
Source: CGFS, 2007.
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The latest CGFS study on bonds denominated in local currencies 
signifi cantly improved understanding of foreign participation thanks to 
an ad hoc collection carried out for this working group; it therefore seems 
that international investors appear to only hold an average of 2% of EM 
bond outstandings, with signifi cant disparities between countries. 

Foreign investors, whether banks, non-bank fi nancial institutions or any 
other kind therefore only account for a small share of total holdings of 
EM public and private domestic bonds. Nevertheless, the share has been 
increasing over the past three years, particularly due to the participation 
of hedge funds in these markets. A BIS analysis based on national data and 
information from the Emerging Markets Trade Association (EMTA) shows 
that the non-resident bond holdings of nine EMEs1 increased sevenfold 
between end-2002 and end-2006. 

These fi gures should nonetheless be put into perspective with the much 
stronger involvement of foreign investors in domestic debt markets in the 
mid-1990s, for example over 50% in 1994 for Mexico, which diminished 
considerably at the end of the 1990s in the context of the EM fi nancial crisis. 

2|3 The participation of French investors in EM debt markets 

Statistics on 24 EMEs2 from French balance of payments databases show 
that the stock of bonds denominated in local currencies owned by French 
investors in 2005 stood at EUR 2.9 billion, out of a total of EUR 12.4 billion 
of EM bonds (i.e. 23% of the total in 2005, versus 14% in 2002). 

1 Brazil, Czech Republic, Hungary, Indonesia, Malaysia, Mexico, Russia, South Africa and Turkey.
2 Argentina, Brazil, Chile, China, Colombia, Czech Republic, Hong Kong, Hungary, India, Indonesia, Lebanon, Malaysia, Mexico, Philippines, Peru, 

Poland, Russia, Singapore, Slovakia, South Africa, South Korea, Taiwan, Thailand and Turkey.

Chart 1 Stock of bonds denominated in the local currencies 
of 24 EMEs held by French investors
(EUR billions)  (%)

Outstandings (left-hand scale)
Share of bonds denominated in local currencies (right-hand scale)

20032002 2004 2005
0.0

0.5

1.0

1.5

2.0

2.5

3.0

0

5

10

15

20

25

30



ARTICLES
Foreign investors’ participation in emerging market economies’ domestic bond markets

70 Banque de France • Quarterly Selection of Articles • No. 12 • Summer 2008

In 2005, net bond acquisitions by French investors in these EMEs amounted 
to EUR 1 billion of the EUR 2.7 billion issued (37% of the total). 

The breakdown of bond stocks per region shows a large predominance of 
emerging Europe (accounting for 70%, compared to 20% for Latin America 
and 10% for Asia). 

2|4 Opportunities and risks for foreign investors 
in EM bonds denominated in local currencies 

Increased foreign attraction due to the scarcity of external debt 

Net issuance of EM external debt was negative in 2006 (see Gomez, 2007) 
to the tune of USD 8 billion, out of a total of around USD 618 billion 
(see CGFS, 2007). This is partly due to the build-up of new foreign exchange 
reserves by EMEs and their resolve to turn to debt denominated in local 
currencies. Generally speaking, recent years have been marked by a 
reduction and restructuring of EM debt. These trends have led to a reduction 
in the debt-to-GDP ratio for EMEs, with the notable exception of Turkey. 

Recently, transactions on domestic bonds in Latin America have been 
more signifi cant than those on international bonds (see Borenszstein, 
Eichengreen and Panizza, 2006). 

Chart 2 Purchases by French investors of 24 EMEs’ bonds
(EUR billions)  (%)
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Broadening of the international bond issuer base 

The scarcity of external debt issues has opened access to bond fi nancing 
for new issuers such as Iraq and Vietnam, as well as certain African 
countries, which have notably benefi ted from sovereign debt cancellation. 
Furthermore, companies have also had further opportunities to issue foreign 
debt. As a result, private debt issues accounted for 70% of total external 
debt issues, versus around one third fi ve years ago (see Gomez, 2007). 

External debt as a percentage of GDP
(as a % of GDP)

Country End-2005 End-2006
Russia 30.0 25.4
Argentina 60.2 45.6
Mexico 22.1 19.1
Algeria 22.3 21.8
Indonesia 50.6 37.9
Turkey 48.0 56.7
Nigeria 22.5 5.9
Uruguay 90.5 64.5
Brazil 25.6 22.4

Source: World Bank (Global Development Finance 2007 report). 

BOX 2

The creation of dedicated funds within asset management fi rms

French and international asset managers have created dedicated funds for emerging 
market domestic bonds;  the market players anticipate a strong potential for development 
in these markets. The EM bond market represents 57% of EM GDP compared to an 
average 150% of GDP for industrialised countries. 

Investor interest has been stimulated by the decline in USD-denominated bond yields, 
which in turn has been fuelled by the abundance of liquidity. 

At a global level, the amount of asset funds focused on EMEs was estimated at 
USD 58 billion in March 2006 (source: EmergingPortfolio.com Fund Research), 
of which USD 8 billion allocated to bonds in local currencies.

Bond fund managers have an increasing number of mandates without specifi c reference 
to an index which allows more fl exibility in the management of their portfolio.

As a result, Emerging Portfolio Fund Research considers that funds specialised 
in EMEs attract additional capital of over USD 4.5 billion, with a growing share for 
positions in domestic markets.
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A source of diversifi cation for international investors 
The development of investment in EM bonds bears witness to the desire 
to benefi t from a wider range of investments. Blommestein and Santiso 
(2007) thus remark that the USD 5,500 billion in EM debt traded in 2005 
represented around 12% of world GDP, which is identical to the ratio in 1905, 
when the market was characterised by signifi cant fl ows of international 
capital and issues from new EMEs (Russia, Argentina, Australia). 

Emerging market bonds have thus become an asset class and a source of 
diversifi cation due to their low apparent correlation with other asset types 
(developed countries’ bonds and equities). 

An attractive risk/return profi le 

Emerging market bonds offer attractive yields (see Banerjee, 2007) in return 
for the default risk, foreign exchange risk and interest rate risk that these 
securities are exposed to. The interest rates on EM bonds denominated in 
local currencies stand at an average of 7%, versus 6.4% for external bonds 
(see Gomez, 2007). Furthermore, emerging market interest rates have been 
declining on all maturities that also contribute positively to domestic debt 
yields. Lastly, local currencies have often appreciated against the dollar. 
Thus, the JP Morgan GBI-EM index (Government bond index-emerging 
markets), the composite index of EM domestic bonds, appreciated by an 
average of 17.1% per annum from 2002 to 2006, while the same index 
hedged in dollars appreciated by only 6.1% (see CGFS , 2007). 

Chart 3 Yields for a bond portfolio denominated in local currencies 
(GBI-EM index)
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July 2007 was the fi rst month since June 2006 when a dollar hedged portfolio 
of bonds in local currencies (GBI-EM index) posted a negative performance. 
The decline was nonetheless lower than the drop that occurred when the 
emerging markets took a fall in May-June 2006. Volatility is much greater 
on a portfolio that is not dollar hedged. Thus, most of the return refl ects 
exchange rate movements. 

Nonetheless, Artus (2007) shows that it is not necessarily an advantage for 
investors to include EM assets in their portfolio allocation. Over a period 
of more than ten years (the study by Artus notably analyses the 1995-2007 
period) the rise in risk on a typical portfolio of EM assets (whether invested 
in cash, bonds or equities) is not compensated by the rise in yields, except 
for during particular periods when there are no crises in EMEs. 

The narrowing of spreads on external debt, as illustrated by the Emerging 
Markets Bond Index (EMBI), has further increased the appeal of domestic 
debt. The subprime crisis nevertheless triggered a 50-bp widening of EMBI 
spreads, which have since stabilised. This widening was smaller than that 
of high yield US corporate spreads (+150 basis points). 

A contagion perceived as less signifi cant 

Investors no longer necessarily regard EM assets as a homogenous 
risk-exposure in their portfolio choices. Their wariness vis-à-vis these markets 
and their attendant risks appears to be shifting towards greater discrimination 
between EMEs on the basis of their specifi c characteristics, or the type of 
fi nancial instrument offered (see Odonnat and Rahmouni, 2006).

Chart 4 EMBI Global spread
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Risk analysis has recently become more complex with the advent of 
derivatives. Nevertheless, bankers who have answered the Banque de 
France questionnaire deem that risk analysis by investors is generally 
better now than during the 1990s; French investors notably consider that 
these investment funds have become more specialised and developed a 
more thorough analysis of EMEs. 

BOX 3

The G8 action plan

The G8 Ministers of Finance action plan, announced at the Potsdam Summit in 
May 2007 to promote the development of EM bond markets, provides for:

• The strengthening of market infrastructures and public debt management policies 
(by establishing common rules, ensuring market supervision, certifying and training 
professionals). Technical assistance from the World Bank and the IMF should notably 
help to reduce these vulnerabilities. 

• The diversifi cation of the investor base: the G8 encourages the development of 
domestic investors in EMEs. The G8 also encourages EMEs to limit barriers to foreign 
investors.

• The development of derivatives markets: the G8 proposes strengthening the liquidity, 
effi ciency and integration of derivatives markets.

• The improvement of the statistical knowledge of these markets: the G8 supports the 
creation of domestic bond market development indicators by the World Bank. Indicators 
notably aim to measure access to fi nancing and to investment and the quality and 
effi ciency of debt markets. International fi nancial institutions (the IMF, World Bank, 
OECD, BIS and Financial Stability Forum) should co-ordinate their initiatives to improve 
the statistics and avoid redundancy.

• The promotion of regional initiatives (similar to Asian Bond Fund 1 2).

• The development of bond markets in developing countries. These countries are 
encouraged to carry out the necessary macroeconomic reforms and restructuring of 
the banking system.

• Following rationalisation and development of the co-operation between debt managers, 
regulators, investors and representatives of delivery-versus-payment organisations, the 
technical assistance of these players is encouraged by the G8.
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Nevertheless, the subprime market crisis in the US had an impact on EM 
assets: between 24 July and 16 August 2007, the EMBI spread widened 
by 48 basis points, equity markets slid by an average of 9%, a number of 
EM currencies depreciated and the price of bonds denominated in local 
currencies deteriorated.

There are several explanations for the limited impact of the crisis on 
EMEs thus far; their fi nancial markets are less sophisticated than those 
of industrialised countries and use less securitisation, and their fi nancial 
institutions have little exposure to the US securities whose value has 
depreciated signifi cantly. Furthermore, it can be posited that the depreciation 
of certain EM assets may be due to profi t-taking by international investors 
wishing to sell their remaining liquid assets in order to meet obligations 
in the credit markets.

The development of domestic bond markets in EMEs clearly appears to provide 
a source of opportunities for French investors, in terms of yields and asset 
diversifi cation. It shows the capacity of EMEs to borrow in their national currencies 
(see Burger and Warnock, 2006a). 

Nevertheless, the resilience of these markets in the event of a crisis remains uncertain. 
A study using stress tests, carried out by the Banco de España (see Acevedo, Alberola 
and Broto, 2007), shows that the development of EM domestic bond markets does 
not necessarily improve the solidity of their domestic fi nancial systems. 

Risk analysis in these markets, particularly as a fi nancial crisis transmission channel, 
would require better statistical knowledge of foreign investors’ participation. The 
central banks are currently undertaking this task following the recent CGFS report 
and G8 action plan.
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The composition of household wealth 
between 1997 and 2003

Between 1997 and 2003, reference years for the last two wealth surveys conducted by 
the INSEE,  gross household wealth increased, mainly as a result of a boom in real-estate 
prices and, to a lesser extent, a rise in fi nancial asset prices. Real estate accounted for 
58% of households’ private wealth (excl. professional wealth) in 1997, compared with 
66% in 2003. However, at this date, the stock market was only just picking up after 
three years of downturn. Owing to the subsequent rise in equity prices, fi nancial and 
non-fi nancial assets have since then posted similar developments. 

Homeowners posted a very signifi cant rise in their gross private wealth, while on 
average households holding only fi nancial assets have benefi ted less. In this context, 
wealth inequalities between households increased between 1997 and 2003.

Over the period under review, the share of life insurance in household wealth rose, 
while that of deposits declined. The share of securities (equities, bonds, etc.) fl uctuated 
according to market price changes. 

As households get older, their wealth builds up and becomes more diversifi ed. When they 
have reached a certain level of wealth, some households choose to make risky 
investments, notably securities investments. Households holding risky assets in 2003 
have similar characteristics to those holding such assets in 1997. All other things 
being equal, risky assets are held predominantly by managerial staff, single persons 
and those whose parents had made similar investments.

Keywords: households, fi nancial wealth, real estate wealth, housing and land, fi nancial investments, 
overnight deposits, housing savings, passbook savings accounts, life insurance, securities, wealth inequalities, 
portfolio choices, savings, risky assets, diversifi cation, fi nancial accounts, wealth surveys. 
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The macroeconomic data from national fi nancial and non-fi nancial 
accounts can be used to analyse the main developments in the 
wealth of households living in France by setting them back in the 

economic and fi nancial context of the 1997-2003 period. The microeconomic 
data from the INSEE wealth surveys (see Box 1), adjusted against these 
macroeconomic data, shed light on the differences in asset allocation 
behaviour according to the characteristics of households. 

In this study, we only take a look at households’ gross private wealth, made 
up of fi nancial assets and real estate assets, excluding professional wealth. 
We do not take account of debt, which may have been incurred to acquire 
these assets. The quantitative data relative to the amounts of the different 
household wealth components collected in the framework of the surveys 
were adjusted against national accounts data using the same method in 
1997 and 2003 (see Box 2). This adjustment only concerns fi nancial assets, 
for which the wealth surveys usually cover one third of the value measured 
by national accounts. Conversely, these surveys provide a good assessment 
of real estate wealth, which was therefore not adjusted. 

This study fi rst examines the main developments in households’ fi nancial 
and real estate wealth between 1997 and 2003. It then sets out to determine 
to what extent the rise in household wealth can be attributed to asset price 
increases on the one hand, and investment fl ows refl ecting savings efforts 
on the other. Lastly, it takes a close look at developments in the fi nancial 
asset portfolios of the different categories of households and their respective 
choices in terms of allocation and diversifi cation.

1| Gross household wealth 
posted a signifi cant increase, 
mainly as a result of the rise 
in real estate prices

At end-2003, the overall value of gross household wealth amounted to 
EUR 6,077 billion (see Table 1). It was up by 64% compared with end-1997, 
representing an average annual increase of 8.6%. This growth rate is much 
higher than that of their gross disposable income (4.1%) and that of the price 
of household consumption expenditure between 1997 and 2003 (an average 
annual increase of 1.1%, i.e. an overall rise of 6.6% over six years). 

Between 1997 and 2003, households invested more in fi nancial assets 
than in real estate assets, their fi nancial investment fl ows totalling on 
average EUR 83 billion per year, compared with EUR 66 billion for real 
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estate investment fl ows.1 However, during the period under review, the 
increase in private wealth can mainly be attributed to a strong rise in 
real estate assets, which surged by roughly 86% compared with 35% for 
fi nancial assets. The rise in real estate assets accounts for roughly 78% 
of that in private wealth, of which 61% correspond to the increase in the 
value of housing and land and only 17% to investment fl ows (see Chart 1). 
Conversely, the increase in households’ fi nancial assets, which accounts 
for 22% of that in private wealth, results mainly from cumulated annual 

Table 1 Household wealth
(outstanding amounts in EUR billions – current prices, shares and rates of change in %)

1997 2000 2003 Rate of change 
2003-1997

Out-
standing

Share Out-
standing

Share Out-
standing

Share Out-
standing

Share

Financial wealth 1,550 42 1,909 41 2,085 34 +35 -8

Real estate wealth 2,149 58 2,723 59 3,991 66 +86 +8

Total 3,698 100 4,632 100 6,077 100 +64 –

NB: Financial assets excl. non-listed shares and other equity (see Box 1).
Sources: INSEE – wealth accounts and Banque de France – fi nancial accounts.

1 Real estate investment fl ows do not cover purchases between households (mainly existing dwellings) but purchases from 
other sectors (mainly new dwellings) and only include buildings, because land purchases are not part of gross fi xed capital 
formation (GFCF).

Chart 1 Contributions of net fl ows and valuation effects 
to the increase in household wealth between 1997 and 2003
(EUR billions – current prices)
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NB: Excl. volume changes and excl. consumption of fi xed capital for real estate assets.

Guide to chart: Households’ private wealth rose by EUR 2,333 billion between end-1997 
and end-2003: EUR 398 billion correspond to cumulated real estate investment fl ows, 
EUR 1,412 billion to the increase in the value of these real estate assets, EUR 497 billion to 
cumulated fi nancial investment fl ows and EUR 26 billion to the rise in the value of fi nancial assets. 

Sources: INSEE – wealth accounts and Banque de France – fi nancial accounts.
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BOX 1

Sources and scope of the study

The study is based at the microeconomic level on the Wealth Survey conducted by the 
INSEE and at the macroeconomic level on the national fi nancial and non-fi nancial 
accounts drawn up by the INSEE and the Banque de France. The Wealth Survey, which 
has been conducted every six years since 1986, looks at the changes in the distribution 
of household wealth (real-estate, fi nancial and professional) and the holding rates of 
the various assets. It also includes very detailed information on the factors underlying 
households’ investment behaviour: family and professional biographies, inheritance and 
donations, income and fi nancial position, motives for holding/ not holding a certain 
type of asset.

The wealth accounts drawn up within the national accounts describe inter alia the 
non-fi nancial assets held by the institutional sectors (households, general government, 
non-fi nancial corporations, etc.). The national fi nancial accounts drawn up by the 
Banque de France provide a systematic description of the claims and liabilities of all 
institutional sectors. They give details of each type of fi nancial transaction in terms of 
outstanding amounts, fl ows, valuations and other volume changes.

The scope of the study mainly covers households’ gross private wealth (fi nancial and 
real-estate) and does therefore not include debt and professional wealth. The latter 
was not taken into account given its specifi city and the small number of households 
concerned in the survey.

According to the national accounting system, valuation means the actual and potential 
holding gains and losses, attributable to market price variations. This valuation does 
therefore not include the interest received by households because these are recorded 
under net investment fl ows. The fl ows of interest capitalised on certain savings products 
such as passbook accounts or euro-denominated life insurance policies are recorded 
both under income and household saving fl ows. For example, the fl ows of interest 
received by households on their euro-denominated life insurance policies amounted 
to approximately EUR 28 billion in 2003.

In order to bring the scope of the fi nancial accounts in line with that of the INSEE 
Wealth Survey, some assets hardly held by households were not included in the 
analysis: negotiable debt securities, loans granted by households to non-fi nancial 
agents, prepayments of insurance premiums and reserves for outstanding claims, other 
accounts receivable/payable. Corporate savings were broken down into three categories 
of fi nancial investments depending on the savings instruments held by households: 
other deposits (blocked accounts and company savings schemes), mutual fund shares 
(company savings plans) and other securities (company savings plans).

.../...
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investment fl ows (21%),2 the increase in the value of fi nancial assets having 
an insignifi cant impact (1%). At end-1997, real estate accounted for 58% 
of households’ gross private wealth, but climbed to roughly two-thirds at 
end-2003 as a result of the faster increase in the value of housing and land 
(see Table 1).

The price developments of the main assets held by households show that, 
on average over the period under review, real estate assets performed better 
than fi nancial assets. According to the implied cumulative valuation effects 
derived from national accounts, homeowners experienced an average 
increase of 86% in the value of their property. By contrast, fi nancial asset 
prices posted a much smaller rise over the period (34% for listed shares, 
6.5% for general mutual funds, 2% for bonds), but were much more volatile 
in the short run, at least in the case of listed shares. It should however be 
noted that in 2003, the stock market was only just picking up following 
the sharp correction in equity prices underway for the past three years. 
If the stock price increase since 2003 were taken into account, the overall 
picture would probably be much more favourable to fi nancial assets; indeed, 
since 2003, equity prices have risen at a similar pace to that of real estate 
assets (see Chart 2).

In addition, for comparison purposes, fi nancial assets were grouped together at the 
macroeconomic level in a different manner than in the usual presentation of fi nancial 
accounts. Housing savings accounts (CEL) were thus grouped together with housing 
savings plans (PEL) in order to construct a “housing savings” aggregate. Furthermore, 
people’s savings plans (Plan d’épargne populaire – PEP) were aggregated with net 
equity of households in life insurance reserves given that in 1997 the INSEE Wealth 
Survey did not distinguish between bank-type PEPs and insurance PEPs. This aggregation 
was made possible by the similarities between PEPs and life insurance in terms of the 
holding period (a minimum of 8 years for tax purposes) and the underlying motives 
for holding such instruments (long-term savings, preparing retirement, etc.). Lastly, it 
should be noted that since 25 September 2003, it is no longer possible to open bank 
or insurance PEPs; it is still possible, however, to make contributions to existing ones. 

Because the survey data gathered among households tend to underestimate outstanding 
amounts relative to national accounting data, the results presented in this article are 
based on the amounts adjusted against wealth outstanding amounts in the national 
accounts (see Box 2). Throughout the study, the household’s characteristics are by 
convention those of the reference person in the household declared in the wealth survey. 

.../...

2 These fl ows not only include households’ net payments, but also the interest capitalised on certain savings products for 
non-negligible amounts (see Box 1).
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BOX 2

Adjustment of microeconomic data 
against macroeconomic data

The INSEE Wealth Survey gathers information on the amounts of the various household 
wealth components in the form of intervals (brackets or pre-defi ned tranches). Continuous 
amounts were imputed from the intervals using the stochastic regression imputation 
method (Gautier E. and Houdré C., 2007 or Lollivier S. and Verger D., 1988). 

When the amounts of the Wealth Survey are set against the national accounts 
aggregates, it appears that the amounts declared in the survey are underestimated. 
This underestimation can fi rst be attributed to the sampling. Because the distribution of 
assets is highly concentrated, it is more diffi cult to represent the top of the distribution, 
which is not captured if the large fortunes are not included in the sample. Households 
also have diffi culties in valuing their assets. This is particularly the case of fi nancial 
assets, the value of which fl uctuates considerably and/or rapidly (equities, mutual fund 
shares, etc.) and real-estate or professional assets held at the date of the survey, when 
selling them has never been considered. The perception of wealth differs from one 
household to the next and it is not certain that households value their assets according 
to the defi nitions and recommendations given throughout the survey.

The scope of the wealth surveys differs from that of the national accounts: the former 
covers metropolitan France, while the latter covers the whole of France (metropolitan 
France and the overseas departments), from which the overseas departments cannot 
be distinguished. This disparity partly reinforces the apparent underestimation of the 
amounts presented in the survey.

Taking this reservation into account, it appears that wealth surveys tend to cover roughly 
one third of the fi nancial wealth recorded in the fi nancial accounts (including overseas 
departments). The 1998 Wealth Survey covered 35% of the value of fi nancial assets 
and the 1992 survey 32%. The 2004 Survey posted similar results (it covered 33% 
of fi nancial assets), by using the fi nancial account outstanding amounts corresponding 
to the fi nancial instruments considered in the survey. However, the scale of the 
adjustment differs from one fi nancial product to the next (from 1.29 for listed 
shares excl. equity savings plans to 5.31 for term deposits). In order to reconcile the 
microeconomic approach with the macroeconomic approach, it was decided to use 
adjusted data (see Table below). This adjustment does not, however, enable us to correct 
the non-reporting of assets but only the underestimation of reported assets. A household 
that has failed to report an asset is considered as not holding any such asset, both 
before and after the adjustment. In addition, the samples of the wealth surveys do not 
cover the wealthiest households. The adjustment does not reconstruct the heterogeneity 
of the very large fortunes not included in the survey. These two restrictions probably 
have an impact on the cross-section of wealth inequalities. 

.../...
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As regards housing, a model based on the INSEE Housing Survey, national accounts 
data and data from the Ministry of Agriculture was developed. Because this model 
yielded a higher valuation of dwellings at end-2003, it was decided to use the valuation 
of dwellings in the wealth survey. 

An adjustment was also carried out for professional assets. Given that this study looks 
primarily at fi nancial and real-estate wealth, the adjustment of professional wealth is 
not described in detail. 

In order to assess household wealth as accurately as possible, the data from the 2004 
Wealth Survey (survey conducted between October 2003 and January 2004) are 
compared with the wealth accounts of December 2003. Data from the 1998 Wealth 
Survey are also adjusted using the same method. Once this comparison has been 
made, amounts adjusted against national accounts are calculated. These amounts are 
presented in this study.

Adjustment of the data from the 2004 Wealth Survey
(EUR billions, shares as a %)

Non-adjusted data Adjusted data

Financial wealth  794.0  2,099.6
Passbook savings accounts  141.7  315.8
Housing savings  122.5  252.7
Securities  155.7  364.2
Life insurance  213.0  747.1
Real-estate wealth  2,722.6  2,722.6
Professional wealth  582.7  863.3
Professional goods  187.5  202.2
Professional land  96.9  197.5
Professional goods or land held 
by non farm sole proprietors  298.4  463.7

Total gross wealth  4,099.3  5,685.6
Share of total wealth
Financial wealth  19.4  36.9
Real estate wealth  66.4  47.9
Professional wealth  14.2  15.2
Share of fi nancial wealth
Passbook savings accounts  17.8  15.0
Housing savings  15.4  12.0
Securities  19.6  17.3
Life insurance  26.8  35.6 

Guide to table: before the data adjustment, fi nancial wealth amounts to EUR 794.0 billion. 
After the adjustment, it stands at EUR 2,099.6 billion, i.e. 36.9% of gross household wealth.
Source: INSEE – 2004 Wealth Survey.

NB: For more detailed information on the method used, see Cordier M. and Girardot P., 2007.

.../...
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2| Wealth inequalities increased 
between 1997 and 2003

According to the INSEE wealth surveys adjusted against national accounts, 
households’ private wealth rose from an average of EUR 135,910 to 
EUR 194,460, representing a 43.1% increase between 1997 and 2003 (31.5% 
at constant 2003 prices3).

Confirming the developments recorded in the national accounts, 
households’ average real estate wealth posted the strongest growth rate 
(56%) to stand at EUR 110,060 in 2003, well above average fi nancial assets 
(EUR 84,400 in 2003), which were up by only 29% over the period. However, 
INSEE’s wealth surveys show that relative growth in real estate and 
fi nancial assets varied considerably according to household categories. It is 
nevertheless impossible to distinguish the respective weights of investment 
fl ows and valuation effects for each category. The private assets held 
by the 10% least wealthy households amounted to less than EUR 2,110 
in 2003, compared with EUR 1,930 in 1997 (equivalent to EUR 2,100 at 
2003 prices), whereas those held by the 10% wealthiest households stood 
at over EUR 450,060 in 2003, as against EUR 296,400 in 1997 (equivalent 
to EUR 322,600 at 2003 prices). 

3 The defl ator used to obtain a fi gure at constant prices is the annual average of the consumer price index for the year under 
review. It represents a reference indicator, to be compared with the change in the value of private wealth (real estate assets 
and fi nancial assets are not included in the consumer price index). 

Chart 2 Implied valuation effects on the main assets 
in national accounts
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Chart 3 Changes in median fi nancial and real estate wealth 
according to the level of private wealth between 1997 and 2003
(in EUR thousands)
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Guide to chart: Among the 10% wealthiest households (10th decile), half own real estate assets 
worth more than EUR 222,830 in 1997 and more than EUR 366,000 in 2003.
Sources: INSEE – wealth accounts and Banque de France – fi nancial accounts.

The Gini index (concentration indicator4 calculated on the basis of private 
wealth) can also be used to measure wealth inequalities. However, this 
index is more sensitive to a reliable measure of large fortunes, diffi cult 
to obtain through household surveys given their diversity and very 
high concentration. For example, the 2004 Wealth Survey covers 82% of 
households liable to wealth tax5 in 2003 and no private wealth exceeded 
EUR 15 million, although roughly 1,000 taxpayers were in the last wealth 
tax bracket (net private wealth above EUR 15 million) in 2002. This holds 
true for 1997 and 2003. Bearing in mind these reservations, the increase 
in wealth inequalities observed previously is nevertheless confi rmed by 
the Gini index, which rose from 0.614 in 1997 to 0.629 in 2003.

At the same time, median wealth (i.e. the value whereby the proportion of 
people with more wealth is equal to that with less) increased at a slower 
pace than average wealth. This also points to a heightening of wealth 
disparities. The rise in median real estate assets of the different deciles of 
private wealth between 1997 and 2003 is all the more pronounced as private 
wealth is large. Furthermore, this increase is much more pronounced than 
that of fi nancial wealth for most households, except the most well-off. 

4 The Gini index is a measure of inequalities. A value of 1 corresponds to a situation of perfect inequality where one person 
holds all private assets. In contrast, a value of 0 corresponds to a situation of perfect equality where private assets are 
equally distributed. 

5 Household assets liable to wealth tax are not directly comparable to those as calculated in this survey. First, household 
assets liable to wealth tax correspond to net wealth after deduction of debt and expenses. To simplify matters, professional 
wealth is excluded from the tax base. The principal residence benefi ts from a 20% tax deduction. Household assets liable 
to wealth tax are therefore a lower bound of the wealth calculated in this survey.
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Indeed, in 2003, the median fi nancial wealth held by the 10% wealthiest 
households was 40% higher than that calculated for the same category of 
households in 1997. For the other categories of households, with a smaller 
amount of private wealth, median fi nancial wealth did not rise by more 
than 20% over the period (see Chart 3).

3| Large disparities according to the age, 
social category, size and place of residence 
of households

On average, households’ private wealth has grown in line with their real estate 
assets. However, the successive INSEE wealth surveys bring to light disparities 
in the developments of the respective shares of real estate and fi nancial 
wealth according to age, size of wealth and place of residence (see Table 2).

Although it is diffi cult to identify to what extent these developments can 
be attributed to the structure of the population or generation effects on 
the one hand and deliberate portfolio allocation choices on the other, 
it clearly appears that the generation born between 1945 and 1955 
has more gross private wealth than the generations before and after 
(see Cordier M., Houdré C. and Rougerie C., 2006). Furthermore, in 2003, 
the median real estate wealth of households above the age of 70 is lower 
than that of the French population as a whole. There are slightly fewer 
homeowners in this age bracket than in the 50-60 and 60-70 age brackets. 
This smaller proportion of homeowners in the upper age bracket can partly 
be attributed to a generation effect and to early wealth transmissions, 
such as donations or sales of assets during retirement.6 Indeed, the oldest 
generations, for example those born at the start of the 20th century, did 
not often own their house. Furthermore, 22% of households over the age 
of 70 in 2003, i.e. three times more than the national average, had made 
(real estate or fi nancial) donations to relatives. 

Single persons, with or without children, account for roughly 40% of the 
French population. Less than half of them are homeowners, the proportion 
being slightly higher for single persons (43.6%) than for single-parent 
families (41.2%). Consequently, their median real estate wealth is zero and, 
more generally, their median private wealth is not very high: EUR 41,060 
for single persons and EUR 34,900 for single-parent families, compared 
with EUR 112,180 for the French population as a whole. 

6 For an in-depth analysis of wealth held by households by age bracket, see Boissinot J., Friez A., 2006.
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Table 2 Changes in real estate and fi nancial wealth 
between 1997 and 2003 according to household characteristics
(current EUR prices)

Share of 
real estate 

wealth 
in private 

wealth

Share 
of

homeowners

Median
fi nancial wealth

Median real 
estate wealth

Median
private wealth

2003

(%)

1997-
2003

Change 
(points)

2003

(%)

1997-
2003

Change 
(points)

2003

(euro)

1997-
2003

Change 
(%)

2003

(euro)

1997-
2003

Change 
(%)

2003

(euro)

1997-
2003

Change 
(%)

TOTAL 56.6 4.7 60.5 2.0 20,790 4.0 74,650 61.1 112,180 39.0
Age (a)
Less than 30 50.8 10.6 17.3 2.1 8,350 9.3 0 – 11,090 14.1
30-40 65.3 6.6 51.2 3.6 16,610 10.4 30,490 ns 82,050 37.6
40-50 63.4 2.1 65.4 -1.7 19,550 8.8 94,870 31.9 133,400 34.9
50-60 60.4 6.8 74.2 -2.5 33,890 19.7 121,550 51.8 174,680 41.6
60-70 50.3 -1.1 74.2 1.2 29,360 -4.1 107,900 59.6 162,400 47.0
Over 70 48.1 8.4 65.4 2.5 29,460 1.1 64,430 57.6 110,320 28.3
Socio-occupational category (a)
Farmers 47.5 4.8 76.6 4.3 43,670 12.4 87,560 90.4 159,740 58.7
Artisans, shopkeepers, 
entrepreneurs 50.2 0.9 73.6 -2.9 39,990 13.8 116,180 35.1 186,520 38.8
Self-employed 
professionals 47.7 4.5 81.5 5.4 110,930 6.2 221,000 24.4 443,030 48.2
Managers and 
higher-grade occupations 54.2 3.9 77.3 3.9 69,070 33.6 167,610 51.2 261,940 44.6
Intermediate-grade
occupations 60.6 7.8 67.8 1.0 28,490 3.4 102,560 47.7 143,600 26.4

Clerical workers 58.0 7.4 47.6 1.8 12,900 -8.3 0 – 51,950 18.0
Manual workers 66.6 6.4 53.4 -0.3 11,500 -2.9 37,660 40.0 68,540 23.3
Non-participants 
in the labour force 53.8 -17.8 6.8 -0.2 3,270 -25.5 0 – 3,400 -26.3

Type of household
Single person 48.2 5.1 43.6 1.6 13,200 -12.6 0 – 41,060 16.0
Couple without children 52.4 4.1 72.8 2.2 35,950 11.0 111,210 57.8 166,640 44.7
Couple with one child 61.6 3.2 69.5 1.8 29,110 34.7 108,570 43.5 145,460 40.3
Couple with 2 children 68.4 6.0 73.3 2.1 23,770 6.3 125,310 54.7 164,850 47.5
Couple with 3 children 
or more 66.9 2.1 68.4 5.5 16,360 4.2 114,900 80.9 143,430 66.0
Single-parent family 57.7 2.5 41.2 2.0 10,520 43.6 0 – 34,900 58.3
Other 57.4 14.3 60.3 0.2 17,380 -20.7 61,240 42.4 88,880 16.7
Level of education (a)
No qualifi cation or CEP 56.4 3.8 58.0 0.4 15,350 -5.2 50,920 43.7 80,360 20.2
BEPC 59.5 8.0 60.6 1.2 22,420 18.2 78,890 45.0 120,800 44.8
CAP, BEP 64.1 5.5 63.0 -0.1 18,080 -6.7 88,530 53.4 121,050 38.8
Baccalaureate 
or equivalent 54.0 7.8 58.1 -0.7 26,600 7.4 75,790 30.4 120,850 16.0

Baccalaureate + 2 years 56.3 3.3 60.4 9.9 31,100 37.7 97,360 ns 148,720 78.2
Baccalaureate + 3 years 
and over 50.7 1.2 66.3 0.0 57,120 24.1 140,340 37.7 222,430 29.5
Disposable income bracket (2003 prices)

Below the 1st decile 
(EUR 7,060) 51.8 -5.0 29.6 -3.3 4,280 ns 0 – 9,780 ns
4th – 5th decile 
(EUR 14,900 – EUR 17,940) 57.3 2.3 63.4 5.4 21,130 6.7 69,030 62.4 104,770 38.5
Above the 9th decile 
(EUR 40,070) 52.3 5.6 90.1 0.9 110,020 23.5 156,310 56.0 261,890 58.0
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7 The elasticity of wealth relative to income measures the effect of a change in income on the total amount of wealth. 
An elasticity of 1.13 means that a 1% change in income results in a 1.13% same direction change in wealth.

Households in which the reference person is a self-employed professional 
post the highest median private wealth (EUR 443,030 in 2003). This category 
includes the highest proportion of homeowners (81.5% in 2003). Although 
it is within this category that the proportion of homeowners recorded the 
highest rise between 1997 and 2003 (+5.4 points), the share of real estate 
in their wealth increased at a slower pace than in intermediate professions 
or among employees. 

In addition, the level of education, as well as the level of income with 
which it is strongly correlated, plays a major role in the accumulation of 
wealth: the higher the reference person’s level of education, the larger 
his/her private wealth. The amounts of fi nancial and real estate assets 
rise in proportion to the income decile. Compared with 1997, the rate of 
increase in the levels of wealth was all the more signifi cant as the income 
was high. However, because the elasticity7 of wealth relative to income 
is the same in 1997 and 2003, this only means that wealth and income 
followed a parallel path. 

Table 2 (cont’d)
(current EUR prices)

Share of 
real estate 

wealth 
in private 

wealth

Share 
of

homeowners

Median
fi nancial wealth

Median real 
estate wealth

Median
private wealth

2003

(%)

1997-
2003

Change
(points)

2003

(%)

1997-
2003

Change
(points)

2003

(euro)

1997-
2003

Change
(%)

2003

(euro)

1997-
2003

Change
(%)

2003

(euro)

1997-
2003

Change
(%)

Private wealth bracket (2003 prices)
Below the 1st decile 
(EUR 2,110) 0.0 0.0 0.0 0.0 810 8.0 0 – 810 6.6
4th-5th decile 
(EUR 71,160 – EUR 112,180) 65.4 2.4 79.0 0.1 17,350 7.5 72,230 42.7 91,920 34.3
Above the 9th decile 
(EUR 450,060) 45.2 3.8 95.5 -0.4 318,410 39.7 366,000 64.3 656,380 52.2

Place of residence
Rural area 61.2 7.2 77.9 4.1 24,960 2.9 99,090 58.0 135,980 36.6
Urban area of less than 
20,000 inhabitants 59.4 0.8 53.0 -0.1 22,500 18.7 97,420 78.8 136,750 61.6
Urban area of 20,000-
100,000 inhabitants 52.7 0.3 68.4 4.5 16,870 -14.0 41,800 62.3 89,190 29.8
Urban area of over 
100,000 inhabitants 55.8 5.6 51.6 1.4 18,180 4.8 30,920 ns 81,900 30.0
Paris region excl. Paris 56.1 3.5 51.9 -2.4 19,400 4.9 30,240 -29.2 94,500 6.7
City of Paris 43.2 3.9 44.5 0.8 35,040 64.6 0 – 87,540 70.1

(a) Age, socio-occupational category and level of education of the reference person in the household.
ns: not signifi cant.
Source: INSEE – 1998 and 2004 Wealth Surveys.
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The composition of household wealth varies signifi cantly according to 
the place of residence. On average, the share of real estate wealth held by 
Parisian households is lower (43.2%) than that of their fi nancial wealth, 
contrary to households outside Paris. This can partly be explained by 
the small proportion of homeowners in the capital (44.5% as against 
60.5% in the rest of France) and, to a lesser extent, by the relative size of 
their fi nancial wealth: the median fi nancial wealth of Parisians who are 
not homeowners is greater than that of non-homeowners outside Paris 
(EUR 13,000 compared with EUR 8,240).

4| Reallocation of households’ fi nancial assets: 
increase in the share of life insurance to 
the detriment of other savings products 

Households’ fi nancial wealth, as presented in the national fi nancial accounts 
in the same manner as in the 1998 and 2004 surveys, is broken down into 
various types of deposits (overnight deposits, housing savings, passbook 
savings accounts, other deposits), people’s savings plans, life insurance 
and securities (see Box 2).

During the period under review, life insurance is the only asset whose 
share in fi nancial wealth increased signifi cantly (39.8% in 2003 compared 
with 31.6% in 1997, see Chart 3). Because it offers specifi c tax breaks8

and relatively stable returns on euro-denominated funds, life insurance 
attracted large and steady investment fl ows between 1998 and 2003: 
over EUR 50 billion each year (see Chart 4). Households also perceive 
life insurance as a long-term savings product in a context of continued 
uncertainty about the future level of pensions. Given the decline in interest 
rates on franc-denominated then euro-denominated policies and the good 
performance of stock markets, the share of unit-linked policies,9 the value 
of which largely depends on equity prices, increased signifi cantly until 
2000 to reach about 22% of the reserves of insurance companies, compared 
with 10% at the start of the period. This share then dropped in 2001 and 
especially in 2002 (17.4%) due to the fall in equity prices and the lesser 
appeal of unit-linked policies, before picking up slightly in 2003 (18.4%). 
Life insurance accounted for 40% of households’ fi nancial wealth (39.8% in 
2003), but the holding rate of this type of investment was still relatively low 
in 2003 (28%), which suggests that subscribers are strongly concentrated 
among certain categories of households.

8 In particular, life insurance premium payments made before the age of 70 are exempt from inheritance tax unless the 
amount received by the benefi ciary exceeds EUR 152,500.

9 A unit-linked policy is a policy backed by one or several classes of underlying assets (securities or real-estate assets); 
they fl uctuate in line with their underlying assets.
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As regards deposit investments, fl ows into overnight deposits were positive 
every year between 1998 and 2003, as households had sought to hold a 
relatively stable share of their assets in liquid form, while fl ows into other 
categories of deposits, in particular term deposits, were negative at the 
end of the period under review. Flows into passbook savings accounts 
and housing savings were also signifi cant, except in 1999 and 2000, which 

Chart 4 Investment fl ows in life insurance and bank-type PEPs 
(EUR billions – current prices)
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Source: Banque de France – fi nancial accounts.

Table 3 Households’ fi nancial wealth
(outstanding amounts, fl ows and valuations at constant EUR prices; shares in %)

1997 2003 Cumulated 
fl ows 1998-

2003

Valuation
 1998-2003Out-

standing
Share Out-

standing
Share

Overnight deposits 172 11.1 218 10.5 58 ns
Housing savings 187 12.0 253 12.1 66 ns
Passbook savings accounts 229 14.8 308 14.7 79 ns
Other deposits 52 3.3 35 1.7 -17 ns
People’s savings plans 78 5.0 46 2.2 -32 ns
Life insurance 490 31.6 830 39.8 349 -9
Securities 343 22.1 396 19.0 -8 44
Financial wealth 1,550 100.0 2,085 100.0 497 34

Guide to table: The share of securities in households’ fi nancial wealth slid from 22.1% at 
end-1997 to 19.0% at end-2003. The fact that the cumulated fl ow of securities investments was 
negative over the period 1998-2003 (-EUR 8 billion) means that households were net sellers, while 
the positive aggregate valuation (EUR 44 billion) shows that the value of their corresponding 
assets appreciated. 
ns: not signifi cant.
Source: Banque de France – fi nancial accounts and monetary statistics.
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suggests that a share of the fl ows that are usually channelled into these 
deposits were redirected to other products, such as unit-linked life insurance 
policies or mutual funds. 

5| Changes in securities portfolios 
are more in line with those in equity prices 
than investment fl ows

If investment fl ows are cumulated over the period, it appears that households 
were overall net sellers of bonds (to the tune of EUR 21.2 billion) and listed 
shares (EUR 33.3 billion), but were net buyers of mutual fund shares/units 
(EUR 47 billion, see Chart 6).

In view of this increase in collective securities holdings, the share of 
securities in households’ fi nancial wealth dipped only slightly.

Although it was already low at the start of the period, the amount of bonds 
held directly by households dropped by almost 50%. The proportion of 
listed shares also declined overall (from 4.9% in 1997 to 4.2% in 2003), 
while fl uctuating in line with stock price variations with a peak in 1999-2000 
(6.5%) prior to the bursting of the Internet bubble and a low in 2002 (3.7%). 
The proportion of mutual fund share/units hardly varied: it only fell by 
0.5 point relative to 1997 to stand at roughly 12.7% in 2003. It fl uctuated in 
line with stock price variations over the period, but less markedly than listed 
shares, due to the greater range of assets in the portfolio of mutual funds.

Chart 5 Investment fl ows in deposits 
(EUR billions – current prices)
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A large number of factors infl uence the decisions that households take 
concerning their savings and the composition of their wealth, in particular 
their decision to invest in more or less risky assets. Households’ propensity 
to take risks and their attitude towards time, the characteristics of the assets 
that they may invest in, their complementarity or substitutability and the 
associated transaction costs (INSEE, 2004) play an important role. To shed 
light on households’ investment behaviour, we should also look at their 
exposure to risk in various fi elds (family, work, health, life expectancy). 
The typology of financial portfolios described in section 6 is based 
on a number of factors for assessing the uncertainty which households 
may face. 

6| Five types of more or less diversifi ed 
fi nancial portfolios 

Using statistical analysis methods (in this case, a hierarchical ascending 
classifi cation) and data from the 2004 Wealth Survey, we were able 
to draw up a typology of households’ fi nancial portfolios according to 
the holders’ characteristics. Households’ portfolios may be composed 
of passbook savings accounts (excl. cheque accounts), housing savings, 
life insurance and securities. The analysis stresses the importance of 
three factors in the composition of households’ fi nancial portfolios: age, 
income and the level of wealth. Indeed, households’ needs at the start 
of their working life are clearly different to those during retirement 
and their saving capacity varies depending on whether they have a low 
or high income. On this basis, it was possible to draw up fi ve types of 

Chart 6 Investment fl ows in securities
(EUR billions – current prices)
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fi nancial portfolios according to households’ needs and saving capacity 
(see Tables 1 and 2 in the Appendix).

32% of households have a fi nancial portfolio made up exclusively of passbook savings accounts 

The most popular type of portfolio among French households (32%) is 
exclusively made up of passbook savings accounts, which is a safe and 
liquid product. The holders of this type of portfolio have a low income and 
few assets. They are mainly workers or employees (62%) and are either at 
the beginning of their working life (i.e. less than 30 years old) or retired 
(i.e. 70 years old and over). In view of their low saving capacity, they tend 
to favour liquid investments in order to meet their needs for cash but also 
for precautionary purposes. When their saving capacity increases, they 
fi rst adopt longer term saving strategies, but continue to favour risk-free 
products such as housing savings and life insurance.

11% of households have a portfolio made up of passbook savings accounts and life insurance 

In 2003, 10.8% of households invest most of their savings in life insurance 
policies and passbook savings accounts, with a view to preparing their 
retirement and protecting their relatives. These are mainly middle-income, 
elderly households but also single-parent families and households who 
have experienced long periods of unemployment. Their main motives in 
saving are probably the following: precaution, preparation of retirement 
and protection against unexpected events. 

17% of households favour housing savings

Younger households (i.e. less than 40 years old), who are non-homeowners 
with one child and an income below the median level tend to favour 
housing savings (both a long-term and risk-free investment). In 2003, 
17.2% of households have a portfolio made up of housing savings and 
passbook savings accounts with a view to purchasing property. Some of 
these households have experienced short periods of unemployment. 
Their motive in saving is mainly life-cycle related and is to be able to make a 
down payment on a property insofar as they probably have increasing needs 
in terms of housing but are restricted by their low saving capacity.

24% of households have a diversifi ed portfolio

Households who own their principal residence and have a larger saving 
capacity tend to diversify their portfolio. Thus, roughly 24% of households 
have a portfolio made up of the four major asset classes: passbook savings 
accounts, housing savings, life insurance and securities. Most households 
in this category are well-off. One third of households in this category 
have considerable wealth and a very high disposable income (above the 
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9th decile); they have a managerial position, and have graduated from a 
grande école or have an undergraduate or postgraduate degree. This  category 
also comprises households in intermediate-grade occupations (25,3 %), 
who have accomplished two years of higher education and whose wealth 
is between the 6th and 7th decile (11.5%).

16% of households favour securities and life insurance

High-income households do not all decide to diversify their fi nancial 
investments. Roughly 15.5% of French households have a portfolio 
composed mainly of risky assets such as securities and unit-linked life 
insurance policies. They have a high income and considerable wealth 
(last decile); their parents also hold (or have held) securities. Most of these 
households are in the 50-60 age bracket, own their principal residence and 
often a second residence, and have never been unemployed.

This typology can be linked to the structure of private wealth by decile 
(see Chart 7), as households are more likely to diversify their portfolio when 
their personal environment is favourable: stable family situation, high income, 
no risk of unemployment. The 10% wealthiest households have a portfolio 
made up of housing (36.2%), rental property (7.7%), passbook savings accounts 
and cheque accounts (10.1%), housing savings (4.3%), life insurance (25.4%) 
and securities (16.3%), while the 10% least wealthy households hold 96.9% of 
their wealth in the form of passbook savings accounts and cheque accounts. 

Chart 7 Structure of total private wealth by decile in 2003
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Guide to chart: the private wealth held by the 10% wealthiest households (10th decile) can 
be broken down as follows: housing (36.2%), rental property (7.7%), passbook savings 
accounts and cheque accounts (10.1%), housing savings (4.3%), life insurance (25.4%) 
and securities (16.3%).
Source: INSEE – 2004 Wealth Survey.
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7| Risky fi nancial assets: 
higher holding rates in 2003 than in 1997 

Households’ fi nancial wealth can also be described by the holding rate and 
weight of risky assets. An asset is said to be risky if its price is likely to 
post large variations; such is the case of listed shares, non-money market 
fund shares and unit-linked life insurance policies. 

Over the period under review and according to this definition, 
households’ fi nancial savings were increasingly channelled into risky 
investments: the share of risky assets in households’ fi nancial wealth rose 
from 14.0% in 1997 to 19.2% in 2003, after having peaked at 23.8% in 2000. 
This rise can largely be attributed to unit-linked life insurance policies: 
if they are not considered as risky assets, this ratio increased from 10.8% 
in 1997 to 11.8% in 2003 (and 16.0% in 2000). Given that the 1998 Wealth 
Survey does not distinguish unit-linked policies, these are considered as 
risk-free assets in the “all other things being equal” analyses conducted in 
1997 and 2003. This implies that the risky assets held by households are 
somewhat underestimated. In a context characterised by large fl uctuations 
in fi nancial market prices, it is useful to defi ne the characteristics of holders 
of risky fi nancial assets and to attempt to explain their behaviour using an 
“all other things being equal” analysis in 1997 and 2003. The qualitative 
model presented in the next paragraph (see Table 4) measures the impact 
of each household characteristic (age, socio-occupational category, type 
of household, whether the parents were holders of risky assets, income, 
etc.) on the probability of holding a risky fi nancial asset. More precisely, 
what is measured is the gap between the probability of holding a risky 
fi nancial asset in the reference situation and in the situation under review. 
The reference situation is that of households between 40 and 49, in an 
intermediate-grade occupation in the public sector, with two children 
and in the 5th decile of private wealth and disposable income. According 
to the economic theory, the degree of risk-aversion, caution, temperance 
and time preference for the present play an important role in shaping 
households’ saving behaviour and portfolio choices. Given the nature of 
the data obtained from the 1998 and 2004 Wealth Surveys, these variables 
cannot be directly introduced into the model (see Box 3). However, because 
the model includes age and sex, to which risk-aversion and caution are 
linked, these variables are taken into account in an indirect and partial 
manner. In addition, variables that describe households’ exposure to risk 
(job stability, fi nancial diffi culties) were introduced in an initial model. 
In the end, they were not used as they turned out to be non-signifi cant.

Between 1997 and 2003, the share of households holding a risky asset 
increased; in particular, the probability of a household in the reference 
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BOX 3

Risk aversion/exposure and portfolio choices

The standard life cycle theory (see Brumberg R. and Modigliani F., 1954) describes a 
world with no uncertainty in which individuals are supposed to be patient and rational 
and fi nancial markets are perfect. The subsequent studies on this theory dropped these 
simplistic assumptions and stressed the importance, in individuals’ saving decisions and 
portfolio choices, of individual preferences such as the degree of risk aversion, caution, 
temperance, time preference for the present and altruism. 

Since 1998, the INSEE wealth surveys have included an additional section 
(two-sided questionnaire) with the purpose of assessing individuals’ degree of risk 
aversion/exposure. In 1997, 2,950 households provided exploitable data in this 
particular section, i.e. 28.9% of the 10,200 households surveyed. The 1998 framework 
(but not that of 2004) was supplemented with a specifi c survey on households’ attitude 
to risk and the future, which resulted in the construction of scores for measuring these 
preference parameters. 1,135 completed questionnaires were collected. Risk aversion 
and time preference for the present are measured by means of three types of questions: 
lottery choice, opinions or intentions, reactions to fi ctive scenarios. Each question relates 
to at least one of the characteristics to be measured and each possible answer is 
supposed to correspond to a degree of its expression for the individual surveyed. It is then 
possible to construct for each individual surveyed an individual “score” which captures his 
attitude to risk and time, and his level of altruism. To complete this score, each individual 
surveyed is asked to position himself on a scale which measures his own perception 
of his profi le with regard to the characteristics considered. As usual, given that these 
are qualitative and subjective variables, the regressions performed on these variables 
have a low explanatory power. However, age and sex appear to have a signifi cant 
impact on each of them. The methodology and results of the 1998 Survey were 
published in the special issue No. 374-375 of Économie et Statistique (INSEE, 2004). 

Given the differences in the protocol for collecting information on risk aversion between 
1997 and 2003 and the small size of the samples of respondents, the asset holding 
models presented in this article do not include any direct indicators of risk aversion 
among the explanatory variables. The approach adopted in this article to model the 
holding of risky assets is based on the study “Gestion du risque et comportements 
patrimoniaux” (see Arrondel L. and Masson A., 1996). This study, based on the 1992 
Financial Asset Survey, takes into consideration individuals’ environment and exposure 
to risk through the use of variables such as the sector of professional activity, the 
socio-occupational category, the age and the level of wealth and income. The level of 
education and the presence of risky assets in the parents’ portfolio are an indication 
of the important role played by information as regards the holding of risky assets. 
In addition, the fact that portfolio transaction, holding and management costs are often 
graduated may also bring about different types of fi nancial behaviour depending on 
households’ level of income and wealth. Lastly, risk aversion/exposure are partly taken 
into account by age and wealth differences, but may also be refl ected in the household’s 
professional situation (choice of sector of activity, social category, etc.).
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situation holding risky assets rose from 7.0% in 1997 to 9.4% in 200310

(see Table 4). In 1997, the head of the typical household holding risky 
assets has a high income and considerable wealth. His parents also held 

Table 4 Probability of holding a risky fi nancial asset in 1997 and 2003 
(qualitative model – logit)
(probability as a %)

1997 2003
Probability of the reference situation (as a %) 7.0 9.4

Coeffi cient 
(a)

Marginal
effect

Coeffi cient 
(a)

Marginal
effect

CONSTANT -2,59 -2,27
Age (b)
Less than 30 ns ns
30-39 ns 0.29 ** 2.8
40-49 ref ref
50-59 ns ns
60-70 ns ns
Over 70 ns -0.31 * -2.3
Socio-occupational category (b)
Self-employed ns ns ns
Salaried employees

Managers ns 0.25 ** 2.4
Intermediate-grade occupations ref ref
Clerical workers ns ns ns n.s.
Manual workers -0.59 *** -3.0 -0.36 *** -2.7
Other salaried employees ns ns

Non-participants in the labour force -0.62 ** -3.1 -0.76 * -4.8
Works in the private sector (b)
Yes 0.29 *** 2.1 0.14 * 1.3
No ref ref
Type of household
Single person 0.74 *** 6.6 0.92 *** 11.2
Couple without children 0.35 ** 2.7 0.40 *** 4
Couple with one child ns 0.30 ** 2.9
Couple with 2 children ref ref
Couple with 3 children or more 0.27 * -1.6 ns
Single-parent family 0.34 * 2.6 ns
Other cases ns ns
Parents hold (held) risky assets
Yes 0.80 *** 7.2 0.60 *** 6.8
No ref ref
Decile of disposable income
1st decile ns ns
2nd decile -0.37 * -2.1 -0.24 * -1.9
3rd decile -0.45 ** -2.4 -0.22 * -1.7
4th decile ns ns
5th decile ref ref
6th decile ns ns
7th decile ns ns
8th decile 0.41 ** 3.1 0.41 ** 4.1
9th decile 0.44 ** 3.5 0.45 ** 4.5
10th decile 0.62 *** 5.2 0.61 *** 6.6

.../...

10 The probability is 10.1% if unit-linked life insurance policies are considered as risky assets in 2003.
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risky assets; he has no children. In 2003, the head of the typical household 
holding risky assets has the same characteristics as in 1997, but the gap 
with the reference household has widened. In addition, some age and 
socio-occupational category characteristics become signifi cant: managers 
and households between 30 and 39 are more liable to hold risky assets. 
Lastly, salaried employees in the private sector tend to hold more risky 
assets than those in the public sector, but the gap is narrower.

Indeed, high-wealth households are better able to diversify their portfolio: 
having satisfi ed their housing, precautionary and transaction balance 
needs, they are more likely to invest part of their wealth in risky assets, 
from which they expect to get higher returns. Thanks to their high saving 
capacity, high-income households are in a better position to structure their 
portfolio, in particular towards risky assets. However, the gap in terms of 
risky asset holdings between low- and high-wealth households remained 
stable between 1997 and 2003. Hence, the stock market correction that 
took place in the early 2000s did not deter high-wealth households from 
holding risky assets. 

Table 4 (cont’d)
(probability as a %)

1997 2003
Coeffi cient 

(a)
Marginal

effect
Coeffi cient 

(a)
Marginal

effect
Decile of private wealth
1st decile -2.54 *** -6.4 -2.72 *** -8.7
2nd decile -1.36 *** -5.1 -1.16 *** -6.2
3rd decile -0.78 *** -3.6 -0.55 *** -3.8
4th decile ns ns
5th decile ref ref
6th decile ns ns
7th decile 0.67 *** 5.8 0.41 *** 4.1
8th decile 0.88 *** 8.3 0.67 *** 7.5
9th decile 1.20 *** 12.9 1.11 *** 14.5
10th decile 2.34 *** 36.7 1.94 *** 32.4

(a) Ref: reference situation, *** coeffi cient signifi cant at the 1% threshold, ** coeffi cient signifi cant 
at the 5% threshold, * coeffi cient signifi cant at the 10% threshold, ns: not signifi cant.
(b) Age, socio-occupational category and employment status of the reference person in the household.
NB: In this analysis, unit-linked life insurance policies are not considered as risky fi nancial 
assets. In addition, in order to integrate risk aversion into the model, the variables “risk of 
unemployment” and “fi nancial diffi culties” have been introduced but are not signifi cant. 
Guide to table: In 2003, the probability of households whose reference person is aged between 
30 and 39 holding a risky asset is 2.8 points higher than that of households aged between 
40 to 49 (reference situation), i.e. 12.2%; all of the other characteristics taken into account in 
the model are identical and equal to the reference situation.
Scope: Households with fi nancial wealth.
Source: INSEE – 1998 and 2004 Wealth Surveys.
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Similar considerations seem to prevail among managers: in 2003, they hold 
risky assets slightly more often than the other social categories. In 2003, 
the probability of managers holding risky assets is 2.4 points higher than 
that of households in an intermediate-grade occupation. One possible 
interpretation is that the socio-professional environment of managers 
facilitates their access to information on different fi nancial assets.

In general, households’ investment behaviour is carried over from one 
generation to the next. This also holds true for risky asset holdings: 
households whose parents held risky assets are more likely – all other 
things being equal – to hold this type of assets, either through inheritance 
or because they have become more familiar with this type of assets. 

Overall, households’ wealth, level of income and degree of information 
on fi nancial investments are key determinants of their propensity to hold 
risky assets.



ARTICLES
The composition of household wealth between 1997 and 2003

102 Banque de France • Quarterly Selection of Articles • No. 12 • Summer 2008

Appendix

Table 1 Changes in the average amount of each class 
of fi nancial assets between 1997 and 2003
(in current euros)

Deposits Life insurance 
and people’s 
savings plans

Securities

1997 2003 1997 2003 1997 2003 

Age

Less than 30 3,930 3,630 11,840 12,270 5,570 8,570
30-40 5,230 4,820 21,880 25,560 9,360 11,430
40-50 5,740 6,340 34,090 49,030 20,140 22,180
50-60 9,240 8,840 44,870 59,610 36,370 26,600
60-70 9,450 9,330 38,770 104,690 36,180 65,190
Over 70 10,770 10,760 47,830 81,280 72,040 55,250

Socio-occupational category

Farmers 9,140 8,990 37,220 80,740 35,070 28,720
Artisans, shopkeepers, entrepreneurs 12,020 10,300 68,120 108,000 63,080 70,210
Self-employed professionals 12,920 17,450 82,850 87,290 121,030 73,180
Managers and higher-grade occupations 9,770 10,880 45,080 80,640 44,940 37,890
Intermediate-grade occupations 7,570 7,020 33,090 51,930 21,240 20,530
Clerical workers 5,960 5,370 33,890 48,810 24,300 18,690
Manual workers 4,980 4,660 21,150 31,390 7,380 12,370
Non-participants in the labour force 2,970 2,620 20,620 22,720 3,380 6,450

Type of household

Single person 8,350 8,410 37,960 74,610 35,110 39,380
Couple without children 9,580 9,650 42,780 79,360 41,040 43,850
Couple with one child 6,360 6,640 34,660 44,420 19,980 21,700
Couple with 2 children 5,440 5,080 26,300 38,170 20,080 18,430
Couple with 3 children or more 3,950 5,670 30,550 44,750 27,280 17,550
Single-parent family 5,070 4,800 29,090 44,870 12,380 22,550
Other 10,310 7,080 42,990 50,250 72,610 21,580

Level of education

Postgraduate degree, grandes écoles 9,910 12,000 50,400 83,190 53,300 50,840
Undergraduate degree, DUT, BTS 7,550 7,580 31,360 60,250 24,360 20,580
General baccalaureate 9,740 8,060 59,830 96,260 63,660 39,310
Technical baccalaureate 6,330 7,460 31,120 49,980 23,940 13,060
BEPC 7,180 6,770 42,660 71,390 27,020 26,450
CAP, BEP 5,880 5,370 27,220 45,190 10,920 18,710
CEP, DFEO 8,040 7,850 38,470 65,130 32,790 23,180
No qualifi cation 6,200 5,830 27,110 50,270 19,600 53,990

Source: INSEE – 1998 and 2004 wealth surveys.
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Table 2 Typology of fi nancial portfolios held by French households in 2003
Characteristics of the predominant type of household for each portfolio, 
in diminishing order of predominance

Portfolio 1: 32.0% of households Portfolio 4: 24.5% of households
Diversifi ed portfolios: 
passbook savings accounts, life insurance, 
housing savings and securities

Passbook savings accounts exclusively
1st and 2nd deciles of total wealth
1st decile of disposable income
Non-homeowners 9th and 8th deciles of total wealth
No qualifi cation 9th decile of disposable income
Manual workers Managers
Clerical workers Undergraduate or postgraduate degree, 

grandes écolesOver 70
Less than 30 Homeowners 

(principal residence and second residence)

Intermediate-grade occupations
7th decile of total wealth
Undergraduate degree

Portfolio 2: 10.8% of households Portfolio 5: 15.5% of households

Passbook savings accounts
and life insurance

Life insurance, people’s savings plan 
and securities

60-70, over 70 Homeowners 
(principal residence and second residence)CEP, no qualifi cation

3rd and 5th deciles of total wealth Managers
4th and 5th deciles of disposable income 9th decile of total wealth
Single-parent family 9th decile of disposable income
Long-term unemployment Undergraduate or postgraduate degree, 

grandes écoles

Self-employed
Married
50-60
Liberal profession
Paris

Portfolio 3: 17.2% of households

Passbook savings accounts 
and housing savings

Less than 40
3rd and 4th deciles of total wealth
Short period of unemployment
1 child
Non-homeowners
Public sector clerical workers
Municipality of less than 20,000 inhabitants

NB: These different portfolios are taken from a hierarchical ascending classifi cation carried out 
on households with fi nancial wealth.
Source: INSEE 2004 Wealth Survey.
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Table 1 
Industrial activity indicators – Monthly Business Survey – France 
 

(seasonally-adjusted data)

2007 2008

Nov. Dec. Jan. Feb. March April May

Changes in production from the previous month (a)

Total 3 -4 19 2 0 2 -12
Intermediate goods 4 -1 13 2 -4 7 -16
Capital goods 1 -8 24 14 1 11 -9
Automotive industry -17 -12 37 -12 -3 -14 -30
Consumer goods 3 -9 19 5 4 1 -7
Agri-food industry 4 14 3 4 2 -8 0

Production forecasts (a)

Total 15 21 16 13 14 6 15
Intermediate goods 12 20 15 11 11 4 13
Capital goods 11 33 22 18 20 13 19
Automotive industry 37 23 18 10 14 13 17
Consumer goods 6 19 14 8 16 -8 23
Agri-food industry 16 13 12 15 9 8 4

Changes in orders from the previous month (a)

Total 8 8 11 8 2 8 -5
Foreign 8 8 10 9 2 10 -7

Order books (a)

Total 27 25 24 22 18 16 12
Intermediate goods 18 16 15 14 8 7 1
Capital goods 63 65 68 64 57 63 61
Consumer goods 18 19 14 15 21 9 8
Agri-food industry 15 10 7 6 -1 -2 -3

Inventories of finished goods (a)

Total 4 5 6 5 6 7 6
Intermediate goods 3 3 3 3 5 5 5
Capital goods 5 6 5 5 5 4 4
Automotive industry 2 4 3 2 11 8 10
Consumer goods 9 12 11 5 9 8 9
Agri-food industry 4 5 5 8 8 9 12

Capacity utilisation rate (b)

Total 83.7 80.9 83.4 83.2 83.0 83.0 82.0

Staff levels (a)

Changes from the previous month 1 -1 2 0 -3 -1 -4
Forecast for the coming month -1 -1 -2 -1 -4 -3 -3

Business sentiment indicator (c)

107 105 106 105 104 100 97  
(a) Data given as a balance of opinions. 
(b) Data given as a percentage. 
(c) The indicator summarises industrial managers’ sentiment regarding business conditions. The higher the indicator is, the more positive the 
assessment. The indicator is calculated using a principal component analysis of survey data smoothed over three months. By construction, the 
average is 100. 
 
Source: Banque de France. Produced 18 June 2008 
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Table 2 
Industrial activity indicators – Monthly Business Survey – France (seasonally-adjusted data) 
 
 

Business sentiment indicator

(100 = 1981-2006)

Orders (balance of opinions) Output (balance of opinions)

(monthly change) (monthly change)

Total orders Past output

Total orders (three-month moving average) Forecast output

Foreign orders (three-month moving average) Past output (three-month moving average)

Inventories and order books (balance of opinions) Capacity utilisation rate

(compared to levels deemed normal) (%)

Inventories Capacity utilisation rate
Order books 1981-2007 average

85

90

95

100

105

110

115

120

01/98 01/99 01/00 01/01 01/02 01/03 01/04 01/05 01/06 01/07 01/08 01/09

-15
-10
-5
0
5

10
15
20
25

01/04 01/05 01/06 01/07 01/08 01/09

-15
-10
-5
0
5

10
15
20
25

01/04 01/05 01/06 01/07 01/08 01/09

-10

0

10

20

30

40

01/04 01/05 01/06 01/07 01/08 01/09

80

81

82

83

84

85

01/04 01/05 01/06 01/07 01/08 01/09

 
 

Source: Banque de France. Produced 18 June 2008 
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Table 3 
Consumer price index 
 

(annual % change)

2007 2008

Sept. Oct. Nov. Dec. Jan. Feb. March April May

France 1.6 2.1 2.6 2.8 3.2 3.2 3.5 3.4 3.7
Germany 2.7 2.7 3.3 3.1 2.9 3.0 3.3 2.6 3.1
Italy 1.7 2.3 2.6 2.8 3.1 3.1 3.6 3.6 3.7
Euro area 2.1 2.6 3.1 3.1 3.2 3.3 3.6 3.3 3.7
United Kingdom 1.8 2.1 2.1 2.1 2.2 2.5 2.5 3.0 na
European Union 2.3 2.7 3.1 3.2 3.4 3.5 3.7 3.6 4.0
United States 2.8 3.5 4.3 4.1 4.3 4.0 4.0 3.9 4.2
Japan -0.2 0.3 0.6 0.7 0.7 1.0 1.2 0.8 na

(annual average) (seasonally-adjusted monthly % change)

2007 2008

Dec. Jan. Feb. March April May
France 1.9 1.9 1.6 0.3 0.3 0.1 0.5 0.2 0.5
Germany 1.9 1.8 2.3 -0.1 0.2 0.2 0.6 -0.5 0.7
Italy 2.2 2.2 2.0 0.3 0.4 0.3 0.7 0.0 0.5
Euro area 2.2 2.2 2.1 0.1 0.4 0.2 0.6 0.0 0.6
United Kingdom 2.0 2.3 2.3 0.3 0.2 0.6 0.1 0.7 na
European Union 2.3 2.3 2.4 na na na na na na
United States 3.4 3.2 2.9 0.4 0.4 0.0 0.3 0.2 0.6
Japan -0.3 0.2 0.1 0.1 0.0 0.1 0.2 -0.3 na

2005 2006 2007

 
 

France and the euro area International comparisons

(annual % change) (annual % change)

Euro area Euro area
France United States
Amplitude Japan
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Harmonised indices except for the United States and Japan. 
Amplitude =extreme values of the indices of harmonised prices observed in the euro area. 
 
 
 
 
 
 
 
 
 
 

Sources: National data, Eurostat. Produced 18 June 2008 
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Table 4 
The competitiveness of France’s economy 
 
 

Indicators deflated by consumer prices

100 = 1986 - 2004 average

Compared to the euro area Compared to industrial countries

Compared to the EU-15 Compared to the 46 major trading partners

Indicators deflated by consumer prices

100 = 1986 - 2004 average

Compared to the United States Compared to the United Kingdom

Compared to Japan Compared to emerging Asian countries

Indicators of competitiveness compared to 22 OECD countries

100 = 1987

Nominal exchange rate Deflated by unit labour costs in the manufacturing industry

Deflated by consumer prices Deflated by unit labour costs for the economy as a whole

Competitiveness
improvement

Competitiveness
improvement

Competitiveness
improvement
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Grey area: change in competitiveness compared to long-term average less than 5%. 
 
 

Sources: National data, Banque de France, ECB, IMF, INSEE, OECD, Thomson Financial Datatstream. 
Calculations: Banque de France. Produced 18 June 2008 
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Table 5 
Balance of payments – Main components (quarterly data) – France 
 

(unadjusted data, EUR millions)

2006 2007 2007 2008

Q1 Q2 Q3 Q4 Q1
(a) (a) (a) (a) (a) (a) (b)

Current account -12,296 -22,317 429 -10,556 -1,413 -10,777 -6,639
Goods -29,437 -39,731 -7,352 -9,150 -10,367 -12,862 -11,594
Services 9,908 10,975 726 3,551 6,193 505 2,345
Income 28,803 28,521 8,147 1,593 10,011 8,770 5,251
Current transfers -21,570 -22,082 -1,092 -6,550 -7,250 -7,190 -2,641

Capital account -197 1,854 330 1,138 126 260 363

Financial account 70,486 22,163 10,792 3,864 44,134 -36,627 1,105
Direct investment -34,449 -48,719 -7,958 -9,648 -11,274 -19,839 -24,433

French direct investment abroad -96,749 -164,138 -28,915 -40,003 -36,252 -58,968 -38,878
Foreign direct investment in France 62,300 115,419 20,957 30,355 24,978 39,129 14,445

Portfolio investment -59,422 -131,928 -17,417 -27,158 -45,060 -42,293 -4,231
Assets -270,459 -161,132 -51,225 -53,234 -18,874 -37,799 -41,524
Liabilities 211,037 29,204 33,808 26,076 -26,186 -4,494 37,293

Financial derivatives 3,367 42,026 1,252 3,023 17,403 20,348 11,576
Other investment 169,767 161,261 35,316 37,047 86,900 1,998 19,856
Reserve assets -8,775 -478 -402 600 -3,835 3,159 -1,663

Net errors and omissions -57,993 -1,701 -11,550 5,552 -42,847 47,144 5,171  

Current account balance Financial account balance
(unadjusted data, EUR billions) (unadjusted data, EUR billions)

Current transfers Direct investment
Goods Portfolio investment – equities
Services Portfolio investment – debt securities
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(a) Semi-final figures. 
(b) Provisional figures. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Banque de France. Produced 18 June 2008 



STATISTICS 
Economic developments 

S8 Banque de France • Quarterly Selection of Articles • No. 12 • Summer 2008 

 

Table 6 
Balance of payments – Current and capital accounts (quarterly data) – France 
 

(unadjusted data, EUR millions)

2006 2007 2007 2008

Q1 Q2 Q3 Q4 Q1
(a) (a) (a) (a) (a) (a) (b)

Current account -12,296 -22,317 429 -10,556 -1,413 -10,777 -6,639
Goods -29,437 -39,731 -7,352 -9,150 -10,367 -12,862 -11,594

Exports 386,187 398,265 99,695 100,590 95,072 102,908 106,648
Imports 415,624 437,996 107,047 109,740 105,439 115,770 118,242

General merchandise -27,229 -37,504 -6,779 -8,567 -9,875 -12,283 -10,956
Goods procured in ports by carriers -1,524 -1,305 -278 -254 -375 -398 -419
Goods for processing and repairs on goods -684 -922 -295 -329 -117 -181 -219
Services 9,908 10,975 726 3,551 6,193 505 2,345

Exports 100,438 106,273 22,918 27,393 31,923 24,039 20,964
Imports 90,530 95,298 22,192 23,842 25,730 23,534 18,619

Transportation -3,981 -3,096 -708 -779 -610 -999 -433
Travel 12,069 12,788 1,660 3,614 6,913 601 1,724
Communications services 1,302 1,102 276 221 310 295 182
Construction services 1,878 2,324 566 559 517 682 522
Insurance services -1,216 -769 -338 -131 -119 -181 -345
Financial services -1,889 -1,350 -240 -594 -354 -162 -134
Computer and information services -20 -282 43 7 -157 -175 -10
Royalties and license fees 2,329 3,088 718 1,095 580 695 990
Other business services 318 -1,785 -1,046 -267 -588 116 -38
Personal, cultural and recreational services -752 -879 -225 -152 -246 -256 -210
Government services -130 -166 20 -22 -53 -111 97
Income 28,803 28,521 8,147 1,593 10,011 8,770 5,251
Compensation of employees 8,576 8,796 2,181 2,222 2,177 2,216 2,127
Investment income 20,227 19,725 5,966 -629 7,834 6,554 3,124

Direct investment 26,177 23,974 5,654 5,118 6,705 6,497 3,063
Portfolio investment -921 3,170 2,163 -3,094 2,610 1,491 2,390
Other investment -5,029 -7,419 -1,851 -2,653 -1,481 -1,434 -2,329

Current transfers -21,570 -22,082 -1,092 -6,550 -7,250 -7,190 -2,641
General government -13,663 -13,805 821 -4,639 -5,025 -4,962 -731
Other sectors -7,907 -8,277 -1,913 -1,911 -2,225 -2,228 -1,910

of which workers' remittances -2,130 -1,970 -484 -486 -555 -445 -455

Capital account -197 1,854 330 1,138 126 260 363
 

(a) Semi-final figures. 
(b) Provisional figures. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Banque de France. Produced 18 June 2008 
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Table 7 
Balance of payments – Financial flows (quarterly data) – France 
 

(unadjusted data, EUR millions)

2006 2007 2007 2008

Q1 Q2 Q3 Q4 Q1
(a) (a) (a) (a) (a) (a) (b)

Financial account 70,486 22,163 10,792 3,864 44,134 -36,627 1,105
Direct investment -34,449 -48,719 -7,958 -9,648 -11,274 -19,839 -24,433

French direct investment abroad -96,749 -164,138 -28,915 -40,003 -36,252 -58,968 -38,878
of which equity capital and reinvested earnings -82,870 -83,718 -18,880 -21,334 -14,742 -28,762 -26,120

Foreign direct investment in France 62,300 115,419 20,957 30,355 24,978 39,129 14,445
of which equity capital and reinvested earnings 31,410 39,254 6,350 12,692 8,263 11,949 8,269

Portfolio investment -59,422 -131,928 -17,417 -27,158 -45,060 -42,293 -4,231
Assets -270,459 -161,132 -51,225 -53,234 -18,874 -37,799 -41,524

Equity securities -48,277 -54,418 -7,318 627 -21,739 -25,988 12,559
Bonds and notes -225,740 -102,009 -26,371 -64,670 693 -11,661 -16,850
Money market instruments 3,558 -4,705 -17,536 10,809 2,172 -150 -37,233

Liabilities 211,037 29,204 33,808 26,076 -26,186 -4,494 37,293
Equity securities 58,757 -50,119 -9,465 -16,863 -13,620 -10,171 1,582
Bonds and notes 165,500 79,902 39,165 31,379 2,146 7,212 18,679
Money market instruments -13,220 -579 4,108 11,560 -14,712 -1,535 17,032

Financial derivatives 3,367 42,026 1,252 3,023 17,403 20,348 11,576
Other investment 169,767 161,261 35,316 37,047 86,900 1,998 19,856

of which MFIs excl. Banque de France (net flows) 135,629 96,358 33,625 25,856 52,756 -15,879 -6,518
Reserve assets -8,775 -478 -402 600 -3,835 3,159 -1,663

Net errors and omissions -57,993 -1,701 -11,550 5,552 -42,847 47,144 5,171
 

Direct investment account Portfolio investment account
(cumulated flows over 4 quarters) (cumulated flows over 4 quarters)

Direct investment Portfolio investment

French direct investment abroad Equity securities

Foreign direct investment in France Debt securities
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(a) Semi-final figures. 
(b) Provisional figures. 
 
 
 
 
 
 
 
 
 

Source: Banque de France. Produced 18 June 2008 
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Table 8 
Balance of payments – Geographical breakdown (quarterly data) – France 
 

(unadjusted data, EUR millions)

4th quarter 2007

EU-27 
excl.
EMU

(a) (b)

Current account na na na na na na
Receipts 81,297 30,280 14,296 2,770 6,482 3,305
Expenditure na na na na na na

Goods -16,054 2,178 1,179 -22 148 -2,069
Receipts 50,898 15,198 6,108 1,391 2,909 2,512
Expenditure 66,952 13,019 4,929 1,413 2,761 4,580

Services -998 1,102 164 -63 -20 25
Receipts 7,388 4,457 2,436 305 1,188 660
Expenditure 8,387 3,356 2,272 367 1,209 634

Income na na na na na na
Receipts 22,062 8,918 5,611 1,067 2,037 126
Expenditure na na na na na na

Current Transfers -1,680 -3,452 -170 -7 -310 -32

Financial account na na na na na na
Direct investment -17,869 -4,419 5,942 -425 988 -730

French direct investment abroad -44,470 -8,686 928 -597 -405 -734
Foreign direct investment in France 26,601 4,268 5,014 172 1,393 4

Portfolio investment (c) na na na na na na
Assets -24,555 10,289 -1,526 -6,684 1,932 -2,753

Equity securities -22,632 4,984 892 4,555 1,416 -2,768
Bonds and notes -801 884 -3,086 -4,452 135 10
Money market instruments -1,122 4,421 668 -6,786 381 5

Other investment -8,098 -22,507 29,427 174 6,860 4,291
of which MFIs excluding Banque de France (net flows) -16,593 -22,446 26,739 1,233 8,301 4,117

Japan ChinaEMU USA Switzerland

 
(a) 15 Member States (including Slovenia as of 1 January 2007). 
(b) Denmark, United Kingdom, Sweden, European Institutions and New Member States (Czech Republic, Estonia, Hungary, Latvia, Lithuania, 
Poland, Slovakia, Bulgaria, Romania). 
(c) The geographical breakdown is not available for liabilities. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Banque de France. Produced 18 June 2008 



STATISTICS 
Economic developments 

Banque de France • Quarterly Selection of Articles • No. 12 • Summer 2008 S11 

 

Table 9 
Balance of payments (monthly data) – France 
 

(unadjusted data, EUR millions)

12-month total

2007 2008 2007 2008

April Feb. March April April April

(a) (b) (b) (b) (a) (b)

Current account -3,304 3,075 -4,172 -3,571 -11,906 -29,652
Goods -3,075 -2,729 -3,710 -4,214 -29,329 -45,112
Services 842 1,354 633 472 9,675 12,224
Income 1,614 1,702 1,719 2,132 29,257 26,143
Current transfers -2,685 2,748 -2,814 -1,961 -21,509 -22,907

Capital account 3 71 59 37 419 1,921

Financial account -6,705 8,684 6,531 -13,500 25,949 5,681
Direct investment -2,245 -7,064 -13,983 -6,012 -39,670 -68,961

French direct investment abroad -10,703 -9,794 -20,427 -11,866 -109,251 -175,264
Equity capital -4,510 -3,838 -12,291 -747 -59,244 -59,774
Reinvested earnings -2,263 -2,516 -2,516 -2,516 -25,420 -27,674
Other capital -3,930 -3,440 -5,620 -8,603 -24,587 -87,816

Foreign direct investment in France 8,458 2,730 6,444 5,854 69,581 106,303
Equity capital 2,999 -176 3,084 -1,442 18,436 19,031
Reinvested earnings 1,465 1,688 1,688 1,688 12,260 17,924
Other capital 3,994 1,218 1,672 5,608 38,885 69,348

Portfolio investment -12,634 18,936 -8,874 -9,661 -39,140 -115,769
Assets -12,566 -676 -14,403 -14,503 -223,845 -153,368

Equity securities -3,614 9,449 6,105 11,258 -52,308 -19,669
Bonds and notes -12,810 9,827 -15,895 -27,808 -168,805 -107,486
Money market instruments 3,858 -19,952 -4,613 2,047 -2,732 -26,213

Liabilities -68 19,612 5,529 4,842 184,705 37,599
Equity securities -11,013 -568 -1,573 -3,942 28,323 -32,001
Bonds and notes 2,653 10,397 5,184 -2,810 164,284 53,953
Money market instruments 8,292 9,783 1,918 11,594 -7,902 15,647

Financial derivatives 1,994 11,540 7,977 5,948 6,101 56,304
Other investment 6,077 -19,872 24,362 -4,240 105,625 135,484

of which MFIs excl. Banque de France (net flows) -1,647 -10,370 36,108 -16,201 66,802 41,661
Reserve assets 103 5,144 -2,951 465 -6,967 -1,377

Net errors and omissions 10,006 -11,830 -2,418 17,034 -14,461 22,048
 

(a) Semi-final figures. 
(b) Provisional figures. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Banque de France. Produced 18 June 2008 
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Table 10 
France’s international investment position (direct investment measured at book value) 
 

(EUR billions)

2002 2003 2004 2005 2006 2007

Dec. Dec. Dec. Dec. Dec. Q4 

Assets 2,361.4 2,528.5 2,883.5 3,573.5 4,061.9 4,556.5
French direct investment abroad 559.1 573.6 620.7 736.2 800.9 950.4

Equity capital and reinvested earnings 390.2 380.1 418.1 491.4 547.4 622.6
Other capital 168.9 193.5 202.6 244.8 253.5 327.7

Portfolio investment 888.6 1,084.4 1,285.3 1,587.9 1,863.2 2,046.9
(foreign securities held by residents)

MFIs (resident security-holding sector) 390.5 480.3 562.3 665.9 754.6 769.2
Non-MFIs (resident security-holding sector) 498.1 604.1 722.8 922.0 1,108.8 1,277.8

Financial derivatives 103.1 93.1 116.9 124.5 159.2 158.5
Other investment 751.8 721.5 803.9 1,061.8 1,163.9 1,322.2

MFIs 516.4 492.0 578.9 840.7 945.6 1,094.7
Non-MFIs 235.4 229.4 225.0 221.1 218.3 227.5

Reserve assets 58.8 56.0 56.8 63.0 74.6 78.6

Liabilities -2,315.0 -2,594.8 -2,961.3 -3,641.4 -4,252.2 -4,614.4
Foreign direct investment in France -367.3 -417.8 -471.2 -532.4 -585.8 -697.0

Equity capital and reinvested earnings -232.3 -267.4 -295.2 -325.1 -349.3 -388.9
Other capital -135.1 -150.4 -176.0 -207.3 -236.5 -308.1

Portfolio investment -1,054.5 -1,287.8 -1,459.8 -1,764.8 -2,017.7 -1,934.3
(French securities held by non-residents)

MFIs (resident security-issuing sector) -242.9 -287.6 -325.5 -414.5 -512.4 -520.1
Non-MFIs (resident security-issuing sector) -811.5 -1,000.2 -1,134.3 -1,350.3 -1,505.2 -1,414.2

Financial derivatives -107.1 -117.0 -136.6 -147.4 -188.9 -230.2
Other investment -786.1 -772.2 -893.7 -1,196.8 -1,459.8 -1,752.9

MFIs -632.1 -624.2 -740.4 -1,016.1 -1,245.0 -1,465.6
Non-MFIs -154.0 -148.1 -153.3 -180.6 -214.8 -287.3

Net position 46.5 -66.3 -77.7 -67.9 -190.4 -57.9
 

 

Non-resident holdings of CAC 40 equities France's international investment position

and government negotiable debt securities
(%) (EUR billions)
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Source: Banque de France. Produced 18 June 2008 
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Table 11 
Main monetary and financial aggregates – France and the euro area 
 

(annual percentage growth rate) 

2005 2006 2007 2007 2007 2008
Dec. Dec. Dec. April Oct. Nov. Dec. Jan. Feb. March April

M1
Euro area (a) 11.4 7.6 4.0 6.2 6.4 6.2 4.0 4.4 3.7 2.9 2.5
France (contribution) 11.6 7.4 6.0 4.0 6.5 6.3 6.0 6.5 4.2 3.3 1.9

M2

Euro area (a) 8.5 9.4 10.1 8.8 11.2 10.9 10.1 10.4 10.7 9.9 10.5
France (contribution) 8.1 8.4 13.9 8.5 13.0 14.0 13.9 14.4 14.7 12.8 12.1

M3

Euro area (a) 7.4 10.0 11.5 10.3 12.3 12.3 11.5 11.6 11.3 10.1 10.6
France (contribution) 8.5 10.7 15.7 10.0 13.9 15.7 15.7 15.1 14.7 12.6 12.0

Loans to the private sector

Euro area (a) 9.3 10.8 11.2 10.4 11.3 11.1 11.2 11.1 11.0 10.8 10.6
France (b) 9.3 12.7 14.9 12.6 14.5 14.9 14.9 14.5 14.0 14.8 12.9

 

M1 M2

(annual percentage growth rate) (annual percentage growth rate)
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France (contribution) France (contribution)

M3 Loans to the private sector
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(a) Seasonal and calendar effect adjusted data. 
(b) Loans extended by MFIs resident in France to euro area residents excluding MFIs and central government. 
Sources: Banque de France, European Central Bank. Produced 18 June 2008 
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Table 12 
Balance sheet of the Banque de France 
 

(outstanding amounts at the end of the period, EUR billions)

2005 2006 2007 2007 2008

Dec. Dec. Dec. April Jan. Feb. March April

Assets

National territory 34.2 31.7 101.6 51.9 94.9 98.0 103.6 98.5
Loans 27.4 23.6 87.3 36.5 79.8 81.8 88.0 83.6

MFIs 27.1 23.3 87.1 36.3 79.6 81.6 87.8 83.4
Central government 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Private sector 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2

Securities other than shares 6.8 8.1 14.3 15.4 15.1 16.2 15.6 14.9
MFIs 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Central government 6.8 8.1 14.3 15.4 15.1 16.2 15.6 14.9
Private sector 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Money market instruments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Shares and other equity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Other euro area countries 20.4 9.1 9.1 12.7 9.1 9.1 9.1 9.1
Rest of the world 22.8 37.7 35.5 36.1 39.2 33.2 34.7 34.1
Gold 39.5 42.2 47.6 43.0 51.5 53.0 48.9 46.0
Not broken down by geographical area (a) 93.1 114.2 170.1 102.4 174.1 174.8 190.3 207.5
Total 210.0 234.9 363.8 246.0 368.9 368.2 386.6 395.2

Liabilities

National territory – Deposits 29.6 30.5 53.4 38.1 43.3 38.2 47.0 33.5
MFIs 28.6 29.8 52.4 37.1 42.6 37.5 46.4 32.8
Central government 0.3 0.0 0.3 0.2 0.3 0.3 0.3 0.3
Other sectors (overnight deposits) 0.8 0.8 0.7 0.8 0.3 0.3 0.4 0.4

Other euro area countries – Deposits 0.0 0.0 11.9 0.0 53.3 58.6 58.6 70.3
MFIs 0.0 0.0 11.9 0.0 53.3 58.6 58.6 70.3
Other sectors 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Rest of the world – Deposits 8.2 16.1 20.3 20.2 21.7 19.5 17.7 19.6
Not broken down by geographical area 172.2 188.2 278.2 187.7 250.7 251.9 263.3 271.8

Currency in circulation (b) 110.2 122.3 131.1 120.5 125.8 126.1 127.7 129.4
Debt securities issued 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Money market instruments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

 Capital and reserves 45.7 48.0 55.2 50.2 53.5 53.7 55.4 55.9
 Other 16.3 17.9 91.9 17.1 71.4 72.0 80.1 86.5
Total 210.0 234.9 363.8 246.0 368.9 368.2 386.6 395.2

 
(a) Including adjustments for the new accounting method for banknotes on the liability side of the Banque de France balance sheet since 
January 2002. 
(b) Since January 2002, banknotes in circulation have been treated according to specific euro area accounting conventions. 8% of the total value of 
euro banknotes in circulation is allocated to the European Central Bank. The remaining 92% is broken down between the NCBs in proportion to 
their share in the paid-up capital of the ECB. 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Banque de France. Produced 18 June 2008 
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Table 13 
Balance sheet of monetary financial institutions (MFIs) excluding the Banque de France 
 

(outstanding amounts at the end of the period in EUR billions)

2005 2006 2007 2007 2008

Dec. Dec. Dec. April Jan. Feb. March April

Assets

National territory 3,291.8 3,593.1 4,128.8 3,822.0 4,172.4 4,194.8 4,252.7 4,238.6
Loans 2,523.4 2,745.1 3,211.3 2,911.0 3,230.3 3,226.4 3,288.4 3,267.4

MFIs 996.3 1,062.0 1,310.6 1,148.7 1,302.1 1,291.8 1,320.6 1,291.6
General government 150.8 155.7 168.5 154.5 173.8 170.7 175.8 177.1
Private sector 1,376.4 1,527.4 1,732.2 1,607.8 1,754.4 1,763.9 1,792.0 1,798.6

Securities other than shares 455.6 481.2 535.2 504.1 557.6 577.5 571.9 575.5
MFIs ≤  2 years 140.0 172.4 207.3 178.0 223.4 231.3 231.7 234.2
MFIs > 2 years 57.4 65.7 75.8 70.0 75.6 73.3 72.9 73.0
General government 168.6 152.7 150.0 156.3 151.6 154.5 153.7 148.0
Private sector 89.6 90.3 102.2 99.8 107.0 118.4 113.7 120.3

Money market fund shares/units 78.1 77.3 81.4 87.4 85.3 90.1 88.7 88.4
Shares and other equity 234.6 289.5 300.8 319.5 299.3 300.9 303.7 307.4

Other euro area countries 727.0 848.9 1,011.5 936.3 1,063.4 1,038.6 999.3 1,055.5
Rest of the world 850.2 963.4 1,004.3 1,110.1 1,093.6 1,104.7 1,023.4 1,028.8
Not broken down by geographical area 602.9 766.8 975.8 859.2 1,009.0 1,014.2 1,078.0 997.8
Total 5,471.9 6,172.3 7,120.4 6,727.6 7,338.5 7,352.4 7,353.5 7,320.8

Liabilities

National territory – Deposits 2,242.3 2,302.6 2,649.7 2,410.5 2,670.6 2,679.0 2,733.5 2,717.7
MFIs 1,011.3 1,055.4 1,303.2 1,144.7 1,332.4 1,321.1 1,368.8 1,346.3
Central government 45.2 16.0 16.3 15.1 13.5 20.9 27.0 14.3
Other sectors 1,185.8 1,231.2 1,330.2 1,250.6 1,324.7 1,337.0 1,337.8 1,357.0

Overnight deposits 395.3 419.1 445.8 413.5 426.0 418.6 423.6 426.4
Deposits with agreed maturity ≤  2 years 53.4 64.2 127.8 82.1 131.9 147.9 149.7 153.2
Deposits with agreed maturity > 2 years 307.1 297.3 277.2 286.5 275.6 273.0 271.8 269.8
Deposits redeemable at notice ≤  3 months 392.6 416.7 437.6 426.3 444.6 446.3 449.9 454.7
Repos 37.4 33.9 41.7 42.3 46.6 51.3 42.8 52.9

Other euro area countries – Deposits 271.1 327.5 398.9 356.8 452.2 437.0 407.2 418.0
MFIs 226.4 265.8 299.7 282.9 347.0 332.3 297.5 308.5
Other sectors 44.7 61.7 99.2 73.8 105.2 104.7 109.6 109.5

Rest of the world – Deposits 757.2 933.3 1,085.6 1,100.2 1,141.6 1,128.7 1,081.9 1,101.0
Not broken down by geographical area 2,201.3 2,608.9 2,986.2 2,860.2 3,074.0 3,107.7 3,130.9 3,084.1

Debt securities issued  ≤  2 years 271.3 335.6 447.5 353.8 459.6 455.8 453.5 464.0
Debt securities issued > 2 years 458.6 531.2 604.1 565.5 603.3 601.1 611.3 617.9
Money market fund shares/units 387.8 429.6 428.5 484.0 458.2 473.1 471.2 477.3

 Capital and reserves 318.7 367.9 392.5 383.9 390.9 393.3 406.1 410.5
 Other 765.0 944.6 1,113.5 1,073.1 1,162.0 1,184.4 1,188.7 1,114.4
Total 5,471.9 6,172.3 7,120.4 6,727.6 7,338.5 7,352.4 7,353.5 7,320.8  

NB: Since July 2003, financial transactions carried out by La Poste have been accounted for in the balance sheet of monetary financial institutions. 
This has resulted in an increase in the item “Shares and other equity” in Assets, and in “Overnight deposits” and “Capital and reserves” in Liabilities. 
 
 
 
 
 
 
 
 
 

Source: Banque de France. Produced 18 June 2008 
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Table 14 
Deposits – France 
 

(outstanding amounts at the end of the period in EUR billions – % growth)

2005 2006 2007 2007 2008

Dec. Dec. Dec. April Jan. Feb. March April

Overnight deposits

Total non-financial sectors 425.6 448.0 463.3 433.8 434.5 424.9 428.2 430.8
(excluding central government)

Households and similar 230.1 240.0 246.8 241.6 241.7 236.2 237.7 246.6
Non-financial corporations 139.9 151.9 159.7 139.0 142.9 143.3 145.7 140.4
General government (excl. central government) 55.6 56.1 56.8 53.2 49.9 45.4 44.9 43.8

Other sectors 22.6 25.4 37.2 29.7 38.0 36.0 37.6 35.9
Total – Outstanding amounts 448.1 473.4 500.4 463.6 472.5 460.9 465.9 466.7

Total – Growth rate 10.9 5.7 6.0 2.2 5.3 5.1 3.0 1.0

Passbook savings accounts

"A" passbooks 112.1 115.4 120.4 115.8 122.4 123.6 124.7 126.0
"Blue" passbooks 16.9 18.3 20.3 18.8 20.9 21.3 21.7 22.1
Housing savings accounts 39.1 38.4 38.1 38.2 38.4 38.1 38.2 38.3
Sustainable development passbook accounts 47.0 51.1 63.1 58.4 64.7 65.2 66.1 67.2
People's savings passbooks 56.8 58.2 60.6 58.3 60.3 60.7 61.2 61.6
Youth passbooks 6.4 6.7 7.1 6.7 7.1 7.1 7.1 7.1
Taxable passbooks 114.2 128.6 128.0 130.0 130.9 130.2 131.0 132.4
Total – Outstanding amounts 392.6 416.7 437.6 426.3 444.6 446.3 449.9 454.7

Total – Growth rate 4.0 6.2 5.0 5.9 4.9 5.3 5.9 6.7
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Source: Banque de France. Produced 18 June 2008 
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Table 15 
Time deposits – France 
 

(outstanding amounts at the end of the period in EUR billions – % growth)

2005 2006 2007 2007 2008

Dec. Dec. Dec. April Jan. Feb. March April

Deposits with agreed maturity up to two years

Total non-financial sectors (excl. central government) 47.6 58.0 94.0 67.3 98.2 101.3 103.1 106.3
Households and similar 20.8 27.2 48.2 32.8 51.8 53.7 54.4 56.3
Non-financial corporations 26.5 30.4 45.1 33.8 45.8 46.9 47.8 49.0
General government (excl. central government) 0.3 0.5 0.6 0.7 0.7 0.8 0.8 0.9

Other sectors 5.8 6.3 33.8 14.8 33.7 46.6 46.6 46.9
Total – Outstanding amounts 53.4 64.2 127.8 82.1 131.9 147.9 149.7 153.2

Total – Growth rate 16.1 21.3 100.4 44.1 94.9 111.4 90.2 88.0

Deposits with agreed maturity of over two years

Total non-financial sectors (excl. central government) 294.9 273.6 255.0 265.6 253.9 251.2 249.3 247.2
Households and similar 281.4 260.1 245.2 251.8 244.1 241.4 239.1 236.8
PEL 225.6 206.1 190.4 197.3 188.6 185.9 183.9 181.7
PEP 39.0 35.0 32.4 33.6 32.4 32.0 31.6 31.2
Other 16.8 19.1 22.4 20.8 23.2 23.5 23.6 23.8

Non-financial corporations 13.5 13.4 9.8 13.7 9.7 9.8 10.2 10.4
General government (excl. central government) 0.0 0.0 0.0 0.0 0.0 0.1 0.1 0.1

Other sectors 12.1 23.7 22.2 21.0 21.7 21.7 22.5 22.6
Total – Outstanding amounts 307.1 297.3 277.2 286.5 275.6 273.0 271.8 269.8

Total – Growth rate 0.2 -4.7 -6.7 -4.3 -6.4 -5.7 -5.5 -5.8
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Sources: Banque de France, European Central Bank. Produced 18 June 2008 
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Table 16 
Loans extended by credit institutions established in France to French residents – France 
 

(outstanding amounts at the end of the period in EUR billions – % growth)

2005 2006 2007 2007 2007 2008

Dec. Dec. Dec. April Dec. Jan. Feb. March April

Loans from monetary financial institutions

Private sector 1,376.6 1,527.6 1,732.4 1,608.0 1,732.4 1,754.6 1,764.0 1,792.2 1,798.8
General government 150.9 155.8 168.5 154.5 168.5 173.8 170.7 175.8 177.2
Total – Outstanding amounts 1,527.5 1,683.4 1,900.9 1,762.5 1,900.9 1,928.4 1,934.8 1,968.0 1,975.9

Private sector 8.9 11.7 14.0 11.5 14.0 14.0 13.4 14.2 12.5
General government 7.8 3.3 8.2 6.5 8.2 13.5 12.1 11.3 14.7
Total – Growth rate 8.8 10.9 13.5 11.0 13.5 13.9 13.3 13.9 12.6

Loans from credit institutions to non-financial corporations

Fixed investment 229.9 250.7 279.5 257.3 279.5 281.8 285.3 287.4 291.4
Inventories and working capital 156.7 171.4 199.1 180.7 199.1 205.3 203.3 211.4 215.9
Other lending 193.0 208.4 234.7 212.6 234.7 234.9 235.3 238.7 240.2
Total – Outstanding amounts 579.6 630.5 713.3 650.6 713.3 722.0 723.9 737.5 747.6

Total – Growth rate 7.2 10.0 13.7 8.3 13.7 14.3 14.7 15.4 15.5

Loans from credit institutions to households

Loans for house purchase 503.6 578.6 652.9 599.1 652.9 657.7 663.1 667.9 670.2
Consumer loans 128.0 134.7 141.2 133.8 141.2 140.0 139.6 140.0 140.2
Other lending 81.4 79.4 83.0 83.1 83.0 83.4 84.4 84.2 84.5
Total – Outstanding amounts 712.9 792.7 877.1 816.0 877.1 881.2 887.2 892.0 894.9

Total – Growth rate 11.9 11.6 11.0 11.6 11.0 10.9 11.0 10.5 10.0
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Banque de France. Produced 18 June 2008 
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Table 17 
Loans from credit institutions broken down by counterpart and by financing purpose – France (a) and euro area 
 

Loans to the private sector Loans to the public sector

(annual percentage growth rate) (annual percentage growth rate)
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(a) Loans extended by credit institutions established in France to French residents. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Sources: Banque de France, European Central Bank. Produced 18 June 2008 
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Table 18 
New loans to residents – France 
 

(excl. overdrafts, cumulative amounts over 12 months in EUR billions)

2007 2008

Feb. March April Feb. March April

Total – new loans 513.8 508.8 504.9 508.1 511.0 519.6

Loans to households 209.3 208.0 207.3 201.1 198.0 197.2
Consumer loans (excl. overdrafts) 54.0 54.2 54.5 56.8 56.2 56.5
Loans for house purchase with an IRFP ≤ 1 year (a) 33.8 32.6 31.6 22.5 21.8 21.3
Loans for house purchase with an IRFP > 1 year (a) 121.5 121.2 121.2 121.8 120.0 119.4

Loans to non-financial corporations 304.5 300.7 297.6 306.9 313.0 322.3
Loans with an IRFP ≤ 1 year (excl. overdrafts) (a) 205.6 202.6 198.2 195.5 199.1 206.5
Loans with an IRFP > 1 year (a) 98.9 98.2 99.4 111.4 113.9 115.8
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Data revised over the entire period. 
(a) IRFP: initial rate fixation period i.e. the period for which the rate of a loan is fixed. 
 IRFP ≤ 1 year: loans for which the rate is adjusted at least once a year + fixed-rate loans with an initial maturity of up to 1 year. 
 IRFP > 1 year: loans for which the rate is adjusted less than once a year + fixed-rate loans with an initial maturity of over 1 year. 
 

Sources: Banque de France, European Central Bank. Produced 18 June 2008 
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Table 19 
Investment and financing – Insurance corporations and pension funds – Euro area and France 
 

(EUR billions)

Euro area

Cumulated transaction flows over 4 quarters
Outstanding

amounts
2006 2007 2007

Q4 Q1 Q2 Q3 Q4 Dec.

Financial assets

Currency and deposits 64.3 79.6 67.8 71.0 61.3 781.3
of which deposits included in M3 (a) 12.4 18.0 2.3 8.8 7.7 161.9

Short-term debt securities 33.2 37.7 42.1 28.4 22.3 259.3
Long-term debt securities 132.6 155.0 171.7 167.6 172.3 1,992.6
Loans -0.9 -18.4 -17.2 -23.0 -17.0 330.6
Shares and other equity 139.5 105.4 88.8 71.7 78.5 2,409.5
of which quoted shares 19.2 14.9 8.1 7.1 8.5 843.5

Remaining net assets 30.0 34.6 30.5 41.3 2.4 209.5

Financing

Debt securities 5.2 5.0 3.9 3.3 1.4 26.8
Loans 32.7 19.8 25.5 21.9 9.2 165.9
Shares and other equity 8.6 11.1 12.5 10.7 12.0 662.3
Insurance technical reserves 344.5 340.0 341.3 324.2 301.8 5,333.4
Life insurance 288.6 280.3 281.7 274.5 263.9 4,558.1
Non-life insurance 55.9 59.7 59.7 49.8 37.9 775.3

Net lending/net borrowing (B9B) 7.7 18.0 0.6 -3.2 -4.7
 

(EUR billions)

France

Cumulated transaction flows over 4 quarters
Outstanding

amounts
2006 2007 2007

Q4 Q1 Q2 Q3 Q4 Dec.

Financial assets

Currency and deposits -3.4 -4.7 -9.0 -5.0 -3.4 14.0
of which deposits included in M3 (a) 3.2 0.1 -5.1 -1.2 -3.0 9.2

Short-term debt securities 31.6 34.4 38.2 25.9 19.2 223.5
Long-term debt securities 23.2 30.7 39.3 44.7 49.2 630.9
Loans 0.1 -0.1 -0.1 0.2 0.6 33.2
Shares and other equity 69.6 56.0 50.5 48.3 41.9 757.8
of which quoted shares 8.6 3.9 4.8 5.3 5.8 135.5

Remaining net assets 5.7 7.6 5.3 5.2 4.1 40.9

Financing

Debt securities 4.2 4.0 3.4 2.8 1.0 16.5
Loans 10.0 2.6 7.7 7.3 7.6 57.7
Shares and other equity 6.3 8.3 9.0 6.0 4.7 190.1
Insurance technical reserves 106.5 102.2 101.3 100.7 98.3 1,375.7
Life insurance 99.6 95.2 94.3 93.7 91.2 1,228.6
Non-life insurance 7.0 7.0 7.0 7.0 7.0 147.1

Net lending/net borrowing (B9B) -0.2 6.9 2.8 2.5 0.1
 

(a) Deposits with agreed maturity up to 2 years and redeemable at notice up to 3 months of insurance corporations held with MFIs and central government. 

Sources: Banque de France, European Central Bank Produced 18 June 2008  
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Table 20 
Investment and financing – Households – Euro area 
 

(EUR billions)

Cumulated transaction flows over 4 quarters

2006 2007 2007

Q4 Q1 Q2 Q3 Q4 Dec.

Financial assets

Currency and deposits 277.2 272.7 285.8 290.9 300.0 5,648.7
of which deposits included in M3 (a) 242.1 251.5 279.1 293.9 314.0 4,379.1

Short-term debt securities 18.2 24.4 14.2 16.4 20.3 46.2
Long-term debt securities 72.1 55.9 42.1 14.9 15.9 1,268.5
Shares and other equity -29.8 2.8 7.3 8.2 -22.2 5,030.1

Quoted shares -13.9 6.6 -0.4 -11.3 -29.1 1,128.7
Unquoted shares and other equity 13.8 29.5 32.5 52.0 50.2 2,286.6
Mutual fund shares -29.7 -33.4 -24.8 -32.5 -43.3 1,614.7

of which money market fund shares 0.7 25.7 44.7 44.4 43.3 303.7
Insurance technical reserves 305.1 292.6 292.1 277.3 262.8 5,222.1
Remaining net assets -49.7 -63.3 -66.1 -45.1 -21.2 -216.1

Financing

Loans 390.0 382.0 365.1 360.4 341.1 5,328.9
of which from euro area MFIs 346.5 337.2 316.8 302.3 279.4 4,808.7

Revaluation of financial assets

Shares and other equity 474.6 371.4 576.5 203.0 -112.4
Insurance technical reserves 50.6 36.7 67.0 32.2 15.9
Other flows -27.9 -3.1 -32.4 -9.6 -3.5

Change in net financial worth 700.3 608.0 821.5 427.8 114.6

Outstanding
amounts
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(a) Deposits with agreed maturity up to 2 years and redeemable at notice up to 3 months of households held with MFIs and central government. 
 
 
 
 
 
 
 
 

Source: European Central Bank Produced 18 June 2008 
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Table 21 
Investment and financing – Households – France 
 

(EUR billions)

Cumulated transaction flows over 4 quarters

2006 2007 2007

Q4 Q1 Q2 Q3 Q4 Dec.

Financial assets

Currency and deposits 24.7 35.9 41.4 40.0 41.0 1,049.6
of which deposits included in M3 (a) 46.0 48.8 52.3 52.9 53.6 770.6

Short-term debt securities 3.2 2.1 2.0 2.0 2.6 12.2
Long-term debt securities 3.0 4.7 4.5 3.1 2.5 43.6
Shares and other equity 17.7 21.2 16.6 11.4 15.5 955.0

Quoted shares -1.6 -2.0 -4.8 -5.2 -4.7 130.7
Unquoted shares and other equity 16.4 16.0 15.2 16.2 18.0 496.8
Mutual fund shares 2.9 7.1 6.3 0.4 2.1 327.4

of which money market fund shares 1.1 3.5 7.0 9.2 14.0 58.2
Insurance technical reserves 106.0 101.6 100.8 100.1 97.6 1,352.3
Remaining net assets -16.9 -19.5 -16.5 -3.5 5.0 -90.9

Financing

Loans 84.0 85.1 84.9 84.0 89.1 929.0
of which from euro area MFIs 83.5 84.1 84.0 83.1 87.7 887.9

Revaluation of financial assets

Shares and other equity 100.8 66.7 126.0 45.9 -11.2
Insurance technical reserves 16.3 10.5 25.3 11.2 2.0
Other flows -6.1 -2.1 -3.9 -5.1 -12.1

Change in net financial worth 164.8 136.0 211.3 121.2 53.8

Outstanding
amounts

 

Investment flows Investment and financing flows 

(EUR billions, cumulated flows over 4 quarters) (EUR billions, cumulated flows over 4 quarters)

Debt securities
Currency and deposits
Insurance technical reserves Financial investment
Shares and other equity Loans (financing)
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(a) Deposits with agreed maturity up to 2 years and redeemable at notice up to 3 months of households held with MFIs and central government. 
 
 
 
 
 
 
 
 
Source: Banque de France Produced 18 June 2008  
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Table 22 
Investment and financing – Non-financial corporations – Euro area 
 

(EUR billions)

Cumulated transaction flows over 4 quarters

2006 2007 2007

Q4 Q1 Q2 Q3 Q4 Dec.

Financial assets

Currency and deposits 172.2 191.8 198.9 177.6 146.5 1,735.0
of which deposits included in M3 (a) 138.5 157.7 158.2 152.1 142.9 1,414.9

Debt securities -14.5 -25.6 -24.3 -13.3 -9.6 362.2
Loans 162.7 177.7 195.2 208.8 192.7 2,071.5
Shares and other equity 211.0 217.4 230.5 234.3 276.9 7,841.2
Insurance technical reserves 7.0 7.3 6.7 6.0 5.4 136.3
Remaining net assets 145.2 137.4 120.3 169.8 148.8 246.8

Financing

Debt 657.7 660.8 695.4 750.1 781.0 8,186.3
Loans 602.8 607.3 629.0 702.0 722.4 7,114.5

of which from euro area MFIs 446.2 441.8 481.2 519.9 557.4 4,389.0
Debt securities 40.2 39.4 53.6 37.3 49.5 734.0
Pension fund reserves 14.7 14.1 12.8 10.9 9.1 337.7

Shares and other equity 223.9 245.6 256.3 260.0 230.7 13,215.1
Quoted shares 36.2 55.6 74.4 81.1 44.2 4,968.8
Unquoted shares and other equity 187.7 190.0 181.9 178.9 186.6 8,246.3

Net lending/net borrowing (B9B) -198.1 -200.4 -224.5 -226.9 -251.2

Outstanding
amounts

 
 

Investment flows Financing flows

(EUR billions, cumulated flows over 4 quarters) (EUR billions, cumulated flows over 4 quarters)
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(a) Deposits with agreed maturity up to 2 years and redeemable at notice up to 3 months of non-financial corporations held with MFIs and central 
government. 
 
 
 
 
 
 
 
 
 

Source: European Central Bank Produced 18 June 2008 
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Table 23 
Investment and financing – Non-financial corporations – France 
 

(EUR billions)

Cumulated transaction flows over 4 quarters
Outstanding

amounts

2006 2007 2007

Q4 Q1 Q2 Q3 Q4 Dec.

Financial assets

Currency and deposits 17.5 19.3 25.3 33.0 30.1 260.7
of which deposits included in M3 (a) 16.1 16.8 20.3 21.8 22.7 214.7

Debt securities -10.4 -11.3 2.5 19.8 27.5 87.6
Loans 49.9 64.3 67.3 74.9 93.6 755.6
Shares and other equity 80.4 83.2 96.9 75.7 50.3 2,850.5
Insurance technical reserves 0.3 0.4 0.5 0.6 0.7 19.0
Remaining net assets 39.2 38.4 25.2 32.8 30.6 134.4

Financing

Debt 125.8 132.3 146.3 177.3 192.2 1,854.2
Loans 118.9 119.1 126.9 165.0 189.4 1,523.7

of which from euro area MFIs 56.7 51.7 60.6 75.4 85.9 715.0
Debt securities 6.9 13.1 19.4 12.3 2.7 330.5
Shares and other equity 100.1 109.1 116.8 134.4 117.3 4,444.3

Quoted shares 16.4 18.4 24.7 35.5 29.5 1,482.5
Unquoted shares and other equity 83.6 90.8 92.1 98.9 87.8 2,961.8

Net lending/net borrowing (B9B) -48.9 -47.0 -45.5 -75.0 -76.6
 

Investment flows Financing flows

(EUR billions, cumulated flows over 4 quarters) (EUR billions, cumulated flows over 4 quarters)

Deposits and debt securities Loans
Loans Debt securities
Shares and other equity Shares and other equity
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(a) Deposits with agreed maturity up to 2 years and redeemable at notice up to 3 months of non-financial corporations held with MFIs and central 
government. 
 
 
 
 
 
 
 
 
 

Source: Banque de France Produced 18 June 2008 
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Table 24 
Total domestic debt (TDD), breakdown by instrument – France 
 

(percentage growth rate and outstanding amounts at the end of the period in EUR billions)

2005 2006 2007 2008 2008
Dec. Dec. Dec. Feb. March April April

Total domestic debt 8.3 6.8 9.5 9.9 9.3 9.0 3,656.1
Households and similar (a) 11.4 11.5 10.8 10.8 10.3 9.9 918.0

≤  1 year 5.3 5.2 2.3 1.0 4.9 4.0 41.8
> 1 year 11.8 11.9 11.2 11.3 10.5 10.2 876.2

Non-financial corporations 8.1 9.3 12.8 13.2 12.1 11.4 1,518.2
≤  1 year 11.9 11.8 16.8 17.2 14.6 13.2 614.7
> 1 year 5.8 7.8 10.2 10.7 10.5 10.2 903.5

General government 6.5 1.0 4.9 5.4 5.3 5.5 1,219.9
≤  1 year -3.4 -21.5 21.0 21.8 16.4 17.8 153.7
> 1 year 8.1 4.2 3.1 3.6 3.9 3.9 1,066.2

Loans from resident financial institutions (b) 9.1 9.7 11.4 12.2 12.1 12.3 1,872.9
Households and similar (a) 11.4 11.5 10.8 10.8 10.3 9.9 918.0

≤  1 year 5.3 5.2 2.3 1.0 4.9 4.0 41.8
> 1 year 11.8 11.9 11.2 11.3 10.5 10.2 876.2

Non-financial corporations 6.9 9.2 13.1 14.0 14.7 14.8 777.4
≤  1 year 5.0 8.2 10.3 13.0 12.9 11.9 188.0
> 1 year 7.5 9.5 14.0 14.4 15.3 15.8 589.4

General government 7.4 3.3 7.8 11.7 11.0 14.4 177.5
≤  1 year 10.0 -11.4 31.4 7.7 -4.1 -9.3 29.3
> 1 year 6.9 6.1 3.9 12.5 14.5 20.6 148.3

Loans from non-residents (c) 17.0 16.3 21.5 19.8 18.0 17.6 471.4
Market financing 5.1 0.7 3.4 3.9 2.8 2.0 1,311.8
Non-financial corporations 0.8 2.0 -0.2 1.6 -3.0 -4.8 279.2

≤  1 year 14.3 7.7 -12.5 0.9 -19.7 -23.1 30.8
> 1 year -0.4 1.3 1.3 1.7 -0.8 -2.0 248.4

General government 6.4 0.3 4.5 4.6 4.5 4.0 1,032.6
≤  1 year -6.7 -28.3 21.0 30.5 26.4 27.8 114.7
> 1 year 8.3 4.0 3.0 2.4 2.4 1.6 917.9

Annual growth rate
Outstanding

amounts

 
 

TDD – Sectoral breakdown TDD – Breakdown by type of financing
(annual percentage growth rate) (annual percentage growth rate)

Total domestic debt
Households and similar Total domestic debt
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(a) Households + Non-profit institutions serving households. 
(b) Financial Institutions: monetary financial institutions + other financial intermediaries. 
(c) Loans between units of different companies + loans obtained through direct investments + commercial loans + deposits of non-residents held 

with the French Treasury. 
 
 
 
Source: Banque de France. Produced 18 June 2008 
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Table 25 
Total domestic debt (TDD) – France 
 

Debt – non-financial corporations Debt – general government

(annual percentage growth rates) (annual percentage growth rates)

Total Total
Loans Loans
Securities Securities

Contributions to the annual growth General government market debt

of total domestic debt – Loans and securities (a)

(annual percentage growth rates)

Total
Share of outstandings in m-12 (left-hand scale) Up to 1 year
Contribution to annual growth (right-hand scale) Over 1 year

Contributions to the annual growth rates Contributions to the annual growth rates of 

of outstanding amounts – Sectoral breakdown outstanding amounts – Breakdown by type of financing

(%) (%)

Total
Households and similar Total
Non-financial corporations Loans
General government Securities

(unadjusted data, as a %,  April 2008)
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(a) Excluding loans granted by non-residents. 
 
 

Source: Banque de France. Produced 18 June 2008 
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Table 26 
Interest rates on deposits – France and the euro area 
 

(average monthly rates – %)

2006 2007 2007 2007 2008

Dec. Dec. April Dec. Jan. Feb. March April

Euro area

Overnight deposits – households 0.92 1.18 1.04 1.18 1.20 1.21 1.22 1.23
Deposits redeemable at notice up to 3 months – households 2.38 2.57 2.42 2.57 2.57 2.65 2.69 2.72
Time deposits with agreed maturity over 2 years – 
non-financial corporations

France

"A" passbooks (end of period) 2.75 3.00 2.75 3.00 3.00 3.50 3.50 3.50
Regulated savings deposits 2.82 3.07 2.82 3.07 3.07 3.49 3.49 3.49
Market rate savings deposits 2.70 2.94 2.76 2.94 2.98 3.22 3.12 3.26
Deposits with agreed maturity up to 2 years 3.38 4.11 3.64 4.11 4.06 3.95 4.17 4.15
Deposits with agreed maturity over 2 years 3.52 3.54 3.50 3.54 3.51 3.63 3.52 3.53

3.87 4.03 3.87 4.03 4.68 4.36 4.07 4.61

 
 

Euro area France

(monthly average rates – %) (monthly average rates – %)
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Sources: Banque de France, European Central Bank. Produced 18 June 2008 
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Table 27 
Cost of credit – France and the euro area 
 

(average monthly rate – %)

2007 2008

May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. March April

Euro area

Consumer loans
Floating rate and IRFP of up to 1 year (a) 8.10 8.07 8.06 8.43 8.48 8.10 8.38 8.05 8.11 8.54 8.39 8.31
Loans for house purchase
Floating rate and IRFP of between 4.80 4.93 4.93 4.98 5.04 5.07 5.03 5.03 5.02 4.97 4.89 4.91
 1 and 5 years
Non financial corporations 
of over EUR 1 million
IRFP of up to 1 year (a) 4.72 4.89 4.90 5.01 5.20 5.11 5.08 5.35 5.12 5.04 5.19 5.29

France

Consumer loans 6.53 6.55 6.62 6.90 6.93 6.95 7.03 6.98 7.15 7.17 7.08 6.97
Loans for house purchase
IRFP of up to 1 year (a) 4.25 4.31 4.46 4.53 4.64 4.78 4.82 4.87 4.89 4.93 4.88 4.89
IRFP of over 1 year (a) 4.08 4.12 4.21 4.33 4.43 4.55 4.63 4.67 4.70 4.73 4.73 4.72
Non-financial corporations 
IRFP of up to 1 year (a) 4.67 4.79 4.56 4.95 5.10 5.12 5.13 5.25 5.10 4.77 4.94 5.05
IRFP of over 1 year (a) 4.55 4.71 4.74 4.78 4.88 4.93 4.95 5.08 5.04 5.02 4.93 4.96

 
 

Euro area France
(percentage points) (percentage points)
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Housing loans IRFP of between 1 and 5 years Non-financial corporations IRFP up to 1 year
Non-financial corporations IRFP up to 1 year Non-financial corporations IRFP over 1 year

2

3

4

5

6

7

8

9

01/03 01/04 01/05 01/06 01/07 01/08

2

3

4

5

6

01/03 01/04 01/05 01/06 01/07 01/08

 
(a) IRFP: initial rate fixation period i.e. the period for which the rate of a loan is fixed. 

IRFP ≤ 1 year: loans for which the rate is adjusted at least once a year + fixed-rate loans with an initial maturity of up to 1 year. 
IRFP > 1 year: loans for which the rate is adjusted less than once a year + fixed-rate loans with an initial maturity of over 1 year. 

 
 
 
 
 
 
 
 
 
 

 
 

Sources: Banque de France, European Central Bank. Produced 18 June 2008 
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Table 28 
Cost of credit – France 
 

(%)

2007 2008
Q1 Q2 Q3 Q4 Q1

Households – Average overall effective interest rate

Consumer loans
Overdrafts, revolving loans and instalment plans of over EUR 1,524 14.44 14.89 14.85 15.12 15.36
Personal loans over EUR 1,524 6.54 6.70 6.78 7.04 7.20

Loans for house purchase
Fixed-rate loans 4.70 4.81 4.97 5.34 5.44
Floating-rate loans 4.68 4.90 5.04 5.29 5.37

2007 2008
April July Oct. Jan. April

Households – Usury rate

Consumer loans
Overdrafts, revolving loans and instalment plans of over EUR 1,524 19.25 19.85 19.80 20.16 20.48
Personal loans over EUR 1,524 8.72 8.93 9.04 9.39 9.60

Loans for house purchase
Fixed-rate loans 6.27 6.41 6.63 7.12 7.25
Floating-rate loans 6.24 6.53 6.72 7.05 7.16

2007 2008
Q1 Q2 Q3 Q4 Q1

Business credit, loans to enterprises

Discount
up to 15,245 EUR 5.39 5.85 6.03 5.88 6.23
EUR 15,245 to EUR 45,735 5.93 6.20 6.57 6.54 6.22
EUR 45,735 to EUR 76,225 5.63 5.88 6.31 6.40 5.99
EUR 76,225 to EUR 304,898 5.20 5.43 5.71 5.85 5.63
EUR 304,898 to EUR 1,524,490 4.72 4.97 5.14 5.42 5.13
over EUR 1,524,490 4.18 4.63 4.85 4.79 4.65

Overdrafts
up to 15,245 EUR 10.15 9.29 9.53 9.90 9.67
EUR 15,245 to EUR 45,735 7.98 7.63 7.85 8.24 8.04
EUR 45,735 to EUR 76,225 6.58 6.52 7.04 7.19 7.12
EUR 76,225 to EUR 304,898 5.75 5.73 5.93 6.23 6.15
EUR 304,898 to EUR 1,524,490 5.15 5.09 5.31 5.56 5.14
over EUR 1,524,490 4.42 4.96 5.10 5.03 4.79

Other short-term loans
up to 15,245 EUR 4.97 5.11 5.38 5.70 5.57
EUR 15,245 to EUR 45,735 5.13 5.20 5.53 5.92 5.61
EUR 45,735 to EUR 76,225 5.12 5.38 5.96 6.11 5.73
EUR 76,225 to EUR 304,898 5.07 5.30 5.58 5.81 5.53
EUR 304,898 to EUR 1,524,490 4.79 4.95 5.29 5.52 5.18
over EUR 1,524,490 4.36 4.60 4.84 5.07 4.74

Medium and long-term loans
up to 15,245 EUR 4.47 4.65 4.89 5.03 5.10
EUR 15,245 to EUR 45,735 4.40 4.56 4.77 5.00 5.00
EUR 45,735 to EUR 76,225 4.29 4.43 4.64 4.90 4.91
EUR 76,225 to EUR 304,898 4.23 4.35 4.55 4.78 4.91
EUR 304,898 to EUR 1,524,490 4.26 4.37 4.61 4.80 4.89
over EUR 1,524,490 4.55 4.73 5.00 5.13 4.90

Usury ceilings in effect from the 1st day of the mentioned period

 
 

 

Source: Banque de France. Produced 18 June 2008 
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Table 29 
Interest rates  
 

(%)

Monthly average (a) Key
2007 2008 interest

Aug. Sept. Oct. Nov. Dec. Jan. Feb. March April May rates at

Short-term interbank interest rates 14/06/08

Euro 4.00
Overnight 4.04 4.00 3.95 4.01 3.84 3.98 4.01 4.08 3.98 3.98
3-month 4.51 4.71 4.65 4.61 4.81 4.42 4.31 4.56 4.74 4.80
1-year 4.63 4.68 4.61 4.55 4.74 4.43 4.29 4.55 4.78 4.97

Pound sterling 5.00
Overnight 5.97 5.88 5.80 5.81 5.62 5.53 5.36 5.34 5.10 5.02
3-month 6.33 6.57 6.21 6.35 6.36 5.63 5.66 5.83 5.86 5.82
1-year 6.42 6.40 6.10 5.97 5.91 5.41 5.43 5.66 5.79 5.97

Dollar 2.00
Overnight 5.35 5.14 4.83 4.64 4.45 4.01 3.10 2.97 2.57 2.22
3-month 5.48 5.53 5.16 4.99 5.07 3.89 3.09 2.81 2.97 2.86
1-year 5.19 5.06 4.91 4.54 4.47 3.50 3.00 2.75 3.08 3.22

Yen 0.75
Overnight 0.55 0.65 0.62 0.62 0.58 0.56 0.51 0.53 0.49 0.38
3-month 0.87 0.97 0.97 0.89 1.03 0.88 0.86 0.93 0.98 1.01
1-year 1.07 1.14 1.12 1.04 1.08 0.98 1.08 1.15 1.18 1.26

10-year benchmark government bond yields

France 4.39 4.36 4.40 4.23 4.35 4.15 4.08 4.02 4.27 4.41
Germany 4.31 4.24 4.30 4.11 4.26 4.04 3.96 3.81 4.05 4.21
Euro area 4.43 4.37 4.40 4.25 4.38 4.23 4.14 4.07 4.28 4.42
United Kingdom 5.14 4.99 5.00 4.74 4.71 4.50 4.62 4.38 4.57 4.80
United States 4.73 4.57 4.58 4.21 4.13 3.76 3.76 3.52 3.68 3.91
Japan 1.65 1.61 1.66 1.51 1.53 1.43 1.45 1.30 1.42 1.67

 

3-month interbank market rates Yield curve for French government bonds

(monthly average, %) (%)
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(a) Short-term: the interbank average of rates situated in the middle of the range between bid and ask rates. Quotes taken from Reuters, posted at 
4.30pm for the euro and 11.30am for other currencies. 
Benchmark bonds: rates posted by Reuters at 4.30pm. 

 
Sources: Banque de France, European Central Bank. Produced 18 June 2008 
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Table 30 
Banking system liquidity and refinancing operations – Euro area 
 

(EUR billions, daily average for the reserve maintenance period from 16/04/2008 to 13/05/2008)

Liquidity Liquidity Net
providing absorbing contribution

Contribution to banking system liquidity

(a) Eurosystem monetary policy operations 469.5 1.2 468.3
Main refinancing operations 174.4 174.4
Longer-term refinancing operations 295.0 295.0
Standing facilities 0.1 0.3 -0.2
Other 0.0 0.8 -0.8
(b) Other factors affecting banking system liquidity 476.8 736.5 -259.7
Banknotes in circulation 667.6 -667.6
Government deposits with the Eurosystem 68.9 -68.9
Net foreign assets (including gold) 364.5 364.5
Other factors (net) 112.3 112.3
(c) Reserves maintained by credit institutions (a) + (b) 208.6

including reserve requirements 207.8
 

 
 

Net contribution to banking system liquidity

(EUR billions, daily average for the reserve maintenance period from 16/04/2008 to 13/05/2008)
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liquidity
absorbing

Main refinancing operations Banknotes in circulation
Longer-term refinancing operations Government deposits with the Eurosystem
Standing facilities Net foreign assets (including gold)
Other operations Other factors (net)

-800

-700

-600

-500

-400

-300

-200

-100

0

100

200

300

400

500

Eurosystem monetary policy operations Other factors affecting banking system liquidity

 
 
 
 
 
 
 
 
 
 
 
Sources: Banque de France, European Central Bank. Produced 18 June 2008 
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Table 31 
Eurosystem key rates; minimum reserves 
 

(%)

Key rates for the Eurosystem (latest changes)

Main refinancing operations Standing facilities

Date of Date of

decision settlement decision settlement

07/12/2006 13/12/2006 3.50 07/12/2006 13/12/2006 2.50 4.50
08/03/2007 14/03/2007 3.75 08/03/2007 14/03/2007 2.75 4.75
06/06/2007 13/06/2007 4.00 06/06/2007 13/06/2007 3.00 5.00

Deposit Marginal lendingMinimum bid rate

 
(%)

Main refinancing operations  Longer-term refinancing operations

Marginal rate Weighted average rate Marginal rate

2008 7 May 4.26 4.29 2008 27 March 4.44
14 May 4.18 4.26 3 April 4.55
21 May 4.15 4.22 2 May 4.67
28 May 4.19 4.23 22 May 4.50
4 June 4.17 4.22 29 May 4.51

11 June 4.03 4.18 12 June 4.60  
 

(EUR billions – rates as a %)

Minimum reserves (daily averages)

Reserve maintenance Required reserves Current accounts Excess reserves

period ending on

2007 11 December 195.87 36.33 196.84 36.47 0.97 0.14 4.17
2008 15 January 199.78 37.67 200.85 37.83 1.07 0.16 4.20

12 February 201.63 38.09 202.38 38.25 0.75 0.16 4.17
11 March 204.57 38.81 205.25 38.92 0.68 0.11 4.10
15 April 206.90 39.40 207.53 39.49 0.63 0.09 4.19
13 May 207.83 39.30 208.64 39.40 0.81 0.10 4.24

Euro area France

Interest rate 

on minimum
reserves

Euro area France Euro area France

 
 

Eurosystem key rates and EONIA Key interest rates

(%) (%)

EONIA Marginal lending facility Eurosystem United States
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Sources: European Central Bank, ESCB. Produced 18 June 2008 
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Table 32 
Negotiable debt securities – France 
 

 Certificates of deposit Certificates of deposit

(unadjusted data, EUR billions)

Issues Stocks issues stocks

08/03/08 to 14/03/08 151.94 397.18 203
15/03/08 to 21/03/08 121.98 396.59 204
22/03/08 to 28/03/08 126.71 396.45 203
29/03/08 to 04/04/08 154.08 394.27 203
05/04/08 to 11/04/08 138.78 391.45 202
12/04/08 to 18/04/08 132.77 396.69 202
19/04/08 to 25/04/08 135.86 407.99 202
26/04/08 to 02/05/08 116.00 392.56 201
03/05/08 to 09/05/08 126.92 395.72 202
10/05/08 to 16/05/08 129.91 403.49 203
17/05/08 to 23/05/08 151.76 410.98 205
24/05/08 to 30/05/08 157.10 417.64 204 issues (left-hand scale)
31/05/08 to 06/06/08 139.75 402.03 205 outstanding amounts (right-hand scale)

Commercial paper Commercial paper

(unadjusted data, EUR billions)

Issues Stocks issues stocks

08/03/08 to 14/03/08 15.01 92.33 80
15/03/08 to 21/03/08 14.84 90.18 79
22/03/08 to 28/03/08 18.76 89.98 80
29/03/08 to 04/04/08 14.02 89.58 81
05/04/08 to 11/04/08 20.56 89.24 80
12/04/08 to 18/04/08 20.19 89.09 80
19/04/08 to 25/04/08 28.35 90.07 79
26/04/08 to 02/05/08 19.21 91.55 79
03/05/08 to 09/05/08 19.53 93.06 78
10/05/08 to 16/05/08 13.39 90.53 77
17/05/08 to 23/05/08 17.85 91.29 78
24/05/08 to 30/05/08 17.24 92.43 80 issues (left-hand scale)
31/05/08 to 06/06/08 12.46 92.84 80 outstanding amounts (right-hand scale)

Negotiable medium-term notes Negotiable medium-term notes
(unadjusted data, EUR billions)

Issues Stocks issues stocks

08/03/08 to 14/03/08 0.06 70.53 130
15/03/08 to 21/03/08 0.07 70.50 130
22/03/08 to 28/03/08 0.23 70.57 130
29/03/08 to 04/04/08 0.07 70.34 130
05/04/08 to 11/04/08 0.06 70.29 130
12/04/08 to 18/04/08 0.13 70.27 130
19/04/08 to 25/04/08 0.19 70.22 129
26/04/08 to 02/05/08 0.12 70.20 129
03/05/08 to 09/05/08 0.12 70.21 129
10/05/08 to 16/05/08 0.14 70.38 130
17/05/08 to 23/05/08 0.50 70.75 130
24/05/08 to 30/05/08 0.24 70.75 130 issues (left-hand scale)
31/05/08 to 06/06/08 0.30 70.91 130 outstanding amounts (right-hand scale)

Number
of issuers

Number
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(a) Issues in euro are cumulative over the reference period. Outstanding amounts are calculated from the cut-off date (the last day of the period 
under review). 
Source: Banque de France. Produced 18 June 2008 
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Table 33 
Negotiable debt securities – France  
 

Certificates of deposit

(daily outstanding amounts in EUR billions)

Commercial paper

(daily outstanding amounts in EUR billions)

Negotiable medium-term notes

(daily outstanding amounts in EUR billions)

Negotiable debt securities, cumulated outstandings

(daily outstanding amounts in EUR billions)
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Source: Banque de France. Produced 18 June 2008 
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Table 34 
Mutual fund shares/units – France 
 

(EUR billions)

2007 2008

June Sept. Dec. April

Net assets of mutual fund shares/units by category

Money-market funds 474.81 450.43 425.64 474.48
Bond mutual funds 200.51 185.93 175.68
Equity mutual funds 363.71 349.88 332.09
Mixed funds 325.03 307.51 301.48
Funds of alternative funds 36.93 38.15 38.32
Guaranteed-performance mutual funds 0.04 0.04 0.02
Structured funds ("fonds à formule") 75.39 75.22 74.89  
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Source: Banque de France. Produced 18 June 2008 
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Table 35 
Debt securities and equity financing of French residents (domestic and international markets) 
 

(EUR billions)

Outstanding amounts
(a)

2006 2007 2008 12-month 2008 2007 2008

Dec. Dec. April total April Dec. April

Debt securities issued by French residents

Total 2,142.5 2,368.3 2,425.6 213.3 10.9 11.3 9.6
Long-term debt securities 1,755.7 1,856.7 1,873.1 87.0 0.2 6.7 4.8

General government 891.4 916.7 917.9 14.8 -11.3 3.0 1.6
Monetary financial institutions (MFIs) 559.7 630.3 652.8 74.0 11.3 14.7 12.6
Non-MFI corporations 304.6 309.7 302.4 -1.8 0.2 3.0 -0.6

Short-term debt securities 386.9 511.5 552.4 126.4 10.7 32.2 29.6
General government 77.5 93.6 114.7 24.9 6.3 20.9 27.7
Monetary financial institutions (MFIs) 268.0 366.7 370.6 85.2 1.6 36.7 29.9
Non-MFI corporations 41.3 51.2 67.3 16.2 2.8 24.0 31.9

French quoted shares

All sectors 1,702.9 1,745.8 1,547.2 29.2 0.2 1.5 1.6

12-month percentage
changes (b)

Net issues

 
 

Net issues of securities by French residents Net issues of long-term debt securities 

by French residents

(by type of security, 12-month total, EUR billions) (by type of market, 12-month total, EUR billions)
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(a) Nominal value for debt securities, market value for quoted securities. 
(b) Excluding the impact of exchange rate variations and any other changes which do not arise from issues or redemptions. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Banque de France. Produced 18 June 2008 
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Table 36 
Quoted shares and bonds issued by French residents 
 

(EUR billions)

Outstanding amounts
(a)

2006 2007 2008 12-month 2008 12-month 2008

Dec. Dec. April total April total April

Bonds issued by residents at the Paris financial centre

Total 843.4 857.2 857.0 3.0 -24.5 77.4 8.1
General government 639.4 662.7 670.5 18.3 -14.5 60.9 7.3
Monetary financial institutions (MFIs) 118.4 117.2 113.9 -4.8 -7.3 14.7 0.8
Non-MFI corporations 85.6 77.2 72.6 -10.6 -2.7 1.9 0.0

French quoted shares

Total 1,702.9 1,745.8 1,547.2 29.2 0.2 40.9 0.5
Monetary financial institutions (MFIs) 227.3 183.0 167.9 4.7 0.0 7.3 0.0
Non-MFI corporations 1,475.7 1,562.8 1,379.2 24.5 0.2 33.6 0.5

Gross issuesNet issues

 
 

Net issues of bonds Net issues of bonds

Domestic market International market

(12-month total, EUR billions) (12-month total, EUR billions)
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(a) Nominal value for bonds, market value for quoted shares. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Banque de France. Produced 18 June 2008 
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Table 37 
Company failures by economic sector – France 
 

(NES 16 Classification, number of companies, non-seasonally adjusted data, 12-month total)
2007 2008

Feb. March April May June July Aug. Sept. Oct. Nov. Dec. Jan.

Agriculture, forestry, fishing 1,685 1,669 1,645 1,629 1,637 1,649 1,650 1,673 1,698 1,685 1,645 1,609
Manufacturing industry 5,218 5,216 5,212 5,187 5,144 5,113 5,062 4,979 4,958 4,912 4,848 4,809

Food products, bev. and tob. 1,249 1,270 1,299 1,297 1,299 1,308 1,309 1,316 1,328 1,331 1,329 1,324
Consumer goods 1,620 1,612 1,600 1,591 1,562 1,546 1,523 1,474 1,493 1,463 1,442 1,404
Motor vehicles 69 69 67 63 55 55 56 51 48 37 38 36
Capital goods 968 965 960 963 955 948 940 913 888 869 848 856
Intermediate goods 1,312 1,300 1,286 1,273 1,273 1,256 1,234 1,225 1,201 1,212 1,191 1,189

Construction 11,105 11,196 11,342 11,492 11,738 11,965 12,036 12,251 12,469 12,545 12,555 12,568
Trade 11,901 12,032 12,106 12,163 12,182 12,311 12,253 12,228 12,231 12,111 12,131 11,989
Transports 1,605 1,590 1,596 1,576 1,569 1,565 1,554 1,488 1,491 1,480 1,484 1,450
Real estate activities 1,432 1,444 1,442 1,426 1,433 1,462 1,463 1,491 1,526 1,547 1,556 1,551
Services to businesses 6,454 6,496 6,581 6,638 6,713 6,811 6,811 6,793 6,827 6,766 6,753 6,665
Personal and domestic services 7,312 7,397 7,434 7,477 7,555 7,622 7,631 7,568 7,656 7,665 7,746 7,730
Other sectors (a) 1,752 1,812 1,851 1,884 1,899 1,902 1,902 1,919 1,919 1,900 1,825 1,753
Total 48,464 48,852 49,209 49,472 49,870 50,400 50,362 50,390 50,775 50,611 50,543 50,124  
Company failures – 12-month total
(NES 16 Classification, number of companies, non-seasonally adjusted) (NES 16 Classification, number of companies, non-seasonally adjusted)

Construction Agriculture, forestry, fishing
Trade Services to businesses
Personal and domestic services Transports
Manufacturing industry Real estate activities

Company failures – year-on-year change
(NES 16 Classification, % change, non-seasonally adjusted) (NES 16 Classification, % change, non-seasonally adjusted)
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(a) Other sectors include energy, financial activities, education and general government. 
Source: Banque de France. Produced 18 June 2008 
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Table 38 
Retail payment systems – France 
 

(daily average in EUR millions, % share for the last month)

2004 2005 2006 2007 2008 2008

March April May Share

Truncated cheques 6,836 6,974 7,132 6,974 6,866 6,982 6,162 31.8
Credit transfers 6,124 6,648 7,342 7,904 9,085 8,613 7,752 40.1
Promissory notes 1,652 1,595 1,593 1,555 1,410 1,696 1,397 7.2
Direct debits 1,495 1,574 1,705 1,739 1,955 1,901 1,719 8.9
Interbank payment orders 164 157 155 150 89 104 137 0.7
Electronic payment orders 527 660 842 975 1,153 1,030 1,100 5.7
Card payments 705 760 819 864 967 861 938 4.8
ATM withdrawals 133 134 139 140 150 136 146 0.8
Total 17,634 18,501 19,727 20,300 21,674 21,324 19,350 100.0

(daily average in thousands of transactions, % share for the last month)

2004 2005 2006 2007 2008 2008

March April May Share

Truncated cheques 13,013 12,585 12,159 11,561 11,539 11,097 10,796 22.4
Credit transfers 6,695 6,929 7,239 7,344 8,171 7,629 6,992 14.5
Promissory notes 408 394 390 370 348 385 340 0.7
Direct debits 6,560 7,067 7,628 7,863 8,368 8,448 7,480 15.5
Interbank payment orders 554 503 491 458 389 372 374 0.8
Electronic payment orders 10 17 27 38 31 43 56 0.1
Card payments 15,159 16,247 17,339 18,146 20,253 17,939 19,601 40.7
ATM withdrawals 2,446 2,437 2,497 2,467 2,648 2,392 2,569 5.3
Total 44,845 46,180 47,771 48,248 51,747 48,304 48,209 100.0  

 

Market share developments Market share developments

for main non-cash means of payment for main non-cash means of payment
(% of amounts exchanged) (% of volumes exchanged)

Withdrawals WithdrawalsTruncated TruncatedCredit     Promissory     Debits        Card Credit     Promissory     Debits        Card 

            cheques       transfers    notes              (a)        payments             cheques       transfers    notes              (a)        payments

0

10

20

30

40

2006 2007

0

10

20

30

40

2006 2007

 
(a) Debits: direct debits, interbank payment orders and electronic payment orders. 
 
 
 
 
 
 

 

 
Source: GSIT (French Interbank Teleclearing Consortium). Produced 18 June 2008 
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Table 39 
Large-value payment systems – EU-15 
 

(daily average in EUR billions, % share for the last month)

2004 2005 2006 2007 2007 2007

Oct. Nov. Dec. Share

France 486 535 588 633 634 627 593 19.9
Cross border TARGET 81 94 107 122 125 120 127 4.3
Domestic TARGET (TBF) 338 380 423 448 442 450 435 14.6
Net system (PNS) 67 61 58 64 66 57 30 1.0

Germany (a) 488 539 591 711 745 811 970 32.5
Cross border TARGET 143 161 183 215 235 232 244 8.2
Domestic TARGET 345 378 408 496 510 579 726 24.3

Spain 288 291 296 344 370 347 332 11.1
Cross border TARGET 23 23 27 36 50 38 34 1.1
Domestic TARGET (SLBE) 265 269 269 308 320 309 299 10.0
Net system (SEPI) (b) 1 - - - - - - -

Italy (c) 108 128 148 165 163 166 180 6.0
Cross border TARGET 32 40 47 57 59 59 57 1.9
Domestic TARGET (BI-REL) 76 87 101 108 104 107 123 4.1

United Kingdom 127 147 169 187 200 160 129 4.3
Cross border TARGET 101 112 126 148 162 130 114 3.8
Domestic TARGET (Chaps Euro) 26 35 42 39 38 30 15 0.5

Other systems 457 492 549 663 729 704 779 26.1
Total EU-15 1,955 2,132 2,342 2,703 2,841 2,814 2,982 100.0

of which TARGET 1,714 1,902 2,092 2,409 2,531 2,520 2,686 90.1

Cross border TARGET 564 641 725 868 961 888 901 30.2
Domestic TARGET 1,150 1,261 1,368 1,541 1,569 1,631 1,785 59.9

of which Euro1 (EBA)(d) 170 167 189 228 242 235 264 8.8
of which other net systems 70 63 60 66 68 59 32 1.1

(PNS(FR), POPS(FI))  
 

Market share developments for each financial centre
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(a) Germany, Austria and Luxembourg migrated to TARGET2 on 19 November 2007. 
(b) SEPI: Servicio español de pagos interbancarios (closed on 15 December 2004). 
(c) Data include traffic from Polish participants (since March 2005) and Estonian participants (since November 2006) connected to BI-REL. 
(d) Euro1 (EBA): clearing system of the Euro Banking Association. Euro1 data include retail payments recorded in STEP1. 
NB: The data concern euro transactions only. They are derived from the various payment systems, whose specific modes of operation they reflect. 

 
Sources: Banque de France, European Central Bank. Produced 18 June 2008 
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Table 40 
Large-value payment systems – EU-15 
 

(daily average in number of transactions, % share for the last month)

2004 2005 2006 2007 2007 2007

Oct. Nov. Dec. Share

France 42,509 43,421 43,890 44,405 45,785 41,593 36,824 5.3
Cross border TARGET 7,384 8,368 9,631 10,794 10,203 9,548 10,962 1.6
Domestic TARGET 8,071 8,455 8,321 8,398 8,271 7,453 10,842 1.5
Net system (PNS) 27,054 26,598 25,937 25,213 27,311 24,592 15,020 2.1

Germany (a) 131,503 139,195 148,613 164,187 164,408 171,508 194,532 27.8
Cross border TARGET 19,231 19,538 20,186 22,232 20,865 28,215 36,310 5.2
Domestic TARGET 112,272 119,657 128,427 141,955 143,543 143,293 158,222 22.6

Spain 18,464 26,307 37,439 41,792 43,463 41,158 47,860 6.8
Cross border TARGET 2,760 3,355 4,046 4,819 5,082 5,022 5,215 0.7
Domestic TARGET (SLBE) 11,618 22,952 33,393 36,973 38,381 36,136 42,645 6.1
Net system (SEPI) (b) 4,086 - - - - - - -

Italy (c) 35,060 40,406 42,934 45,111 44,342 44,382 56,860 8.1
Cross border TARGET 7,269 7,677 8,151 8,452 7,965 7,637 8,212 1.2
Domestic TARGET (BI-REL) 27,791 32,729 34,782 36,659 36,378 36,745 48,648 6.9

United Kingdom 18,119 19,777 21,871 22,397 23,660 18,698 12,586 1.8
Cross border TARGET (Chaps Euro) 12,799 14,002 16,144 16,690 17,901 13,776 8,665 1.2
Domestic TARGET 5,320 5,775 5,728 5,708 5,759 4,922 3,920 0.6

Other systems 215,991 236,710 246,850 286,920 304,159 303,792 351,630 50.2
Total EU-15 461,647 505,815 541,597 604,812 625,818 621,131 700,292 100.0

of which TARGET 267,234 296,306 326,196 366,025 373,392 375,067 424,856 60.7
Cross border TARGET 65,040 68,806 74,580 81,556 81,006 84,160 91,474 13.1
Domestic TARGET 202,193 227,500 251,617 284,470 292,386 290,908 333,382 47.6

of which Euro1 (EBA) (d) 161,097 180,595 187,163 211,217 222,895 219,368 258,074 36.9
of which other net systems 33,316 28,914 28,237 27,570 29,531 26,696 17,362 2.5
 (PNS(FR), POPS(FI))  

 

Market share developments for each financial centre Average transaction amount in the EUR systems

of the European Union (15) in December 2007
(% of volumes traded) (EUR millions)
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(a) Germany, Austria and Luxembourg migrated to TARGET2 on 19 November 2007. 
(b) SEPI: Servicio español de pagos interbancarios (closed on 15 December 2004). 
(c) Data include traffic from Polish participants (since March 2005) and Estonian participants (since November 2006) connected to BI-REL. 
(d) Euro1 (EBA): clearing system of the Euro Banking Association. Euro1 data include retail payments recorded in STEP1. 
NB: The data concern euro transactions only. They are derived from the various payment systems, whose specific modes of operation they reflect. 
Sources: Banque de France, European Central Bank. Produced 18 June 2008 
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Table 41 
Large-value payment systems – France 
 

(daily average in EUR billions, % share for the last month)

2004 2005 2006 2007 2007 2008 2008

Nov. Dec. Jan. Share

Collateral used for intraday credit in domestic TARGET (TBF)

French negotiable securities 12.3 14.6 14.2 10.6 13.4 18.3 18.4 33.3
French private claims 6.4 6.3 7.4 16.5 20.6 16.9 20.1 36.3
Securities collateralised through CCBM 7.4 7.4 7.2 6.8 6.6 9.9 12.3 22.2
Other foreign securities (a) 4.6 5.6 8.4 8.2 7.2 5.7 4.5 8.1
Total 30.7 33.9 37.2 42.0 47.8 50.8 55.3 100.0  

 

Monthly change in amounts exchanged in French payment systems

(EUR billions, daily average)

Cross-border TARGET Domestic TARGET (TBF) Net System (PNS)

Monthly change in collateral Collateral used for intraday credit

in domestic TARGET in January 2008
(EUR billions, daily average)
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(a) Other foreign securities mobilised via links between securities settlement systems. 
 
 
 
 
 
 
Source: Banque de France. Produced 18 June 2008 
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