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Summary 

The High Council considers that the growth forecast for 2021 in the stability programme is 

consistent with the health scenario adopted, based on a gradual lifting of restrictions on 

activities and travel from May 2021. However, the scenario remains subject to uncertainties 

associated with the evolution of the sanitary situation. 

The High Council reckons that the government's assumptions for potential growth and the 

output gap for 2021 and 2022 are plausible. However, it considers the government's 

assumption that potential growth will return to its pre-crisis level from 2023 onwards to be 

optimistic, whereas the overall risks surrounding this forecast appear to be on the downside.  

The High Council observes that the growth forecasts lead to a closing of the output gap in 

2024, and then to the maintaining of a zero output gap beyond that date. Such a scenario is 

subject to significant uncertainties. Compared to the scenario in the stability programme, the 

actual growth path could be constrained by higher interest rates and less foreign trade 

support. Conversely, it could be supported by the mobilization of savings accumulated during 

the health crisis. Moreover, the High Council notes that the stability programme assumes a 

gradual rise in inflation, which is uncertain in view of the growth scenario. 

The High Council notes that, according to the forecast of the stability program, the public 

debt ratio would increase by 20 points of GDP between 2019 and 2021, reaching almost 118 

points of GDP, and that it would remain close to this very high level until 2027.  

It also points out that the realization of this scenario assumes the materialization of a growth 

and inflation scenario that the High Council considers relatively favourable. It also assumes 

the continuation over time of a structural adjustment at least equal to that included, but not 

yet documented, in the stability programme.  
 

 

  



 

2 

 

Introductory remarks 

 1. Under  article  17  of  the  constitutional  bylaw  n°2012-1403  of  17  December  2012  

on public finance planning and governance, the High Council of public finance delivers an 

opinion on the macroeconomic assumptions associated with the draft Stability programme for 

the years 2021 to 2027, drawn up under the coordination of economic policies of Member states 

of the European Union . The Stability programme shall be submitted to the European institutions 

annually before 30 April (article 4 of the regulation (EC) n°1466/97), and delivered to the 

French Parliament two weeks before (article 14 of the public finance programming law for the 

years 2011 to 2014 n°2010-1645 of 28 December 2010).  

1- The opinion’s scope 

 2. Under the article 17 of the constitutional bylaw of 17 December 2012, the High Council 

of public finance delivers an opinion on the macroeconomic assumptions of the Stability 

programme. 

 3. Thus, the following opinion is not about the scenario for public finance itself. However, 

given the effects of public finance on growth in the short and medium terms, the High Council 

took into account other issues related to public finance in order to assess the consistency of the 

macroeconomic assumptions submitted by the Government. 

 

2- On the information submitted  

 4. The High Council of public finance received from the Government on 7 April 2021 the 

referral file on the macroeconomic assumptions of the Stability programme. The file was 

supplemented with detailed answers to a questionnaire previously addressed to the relevant 

administrations.  

3- On the methodology used by the High Council 

 5. To assess the realism of the macroeconomic forecasts submitted by the Government, the 

High Council considered all the information available at the day of its publication: last statistics 

and other information provided by the Government.  

 6. The High Council’s opinion relies on the last economic forecasts produced by several 

institutions, including international organizations – the European Commission, the International 

Monetary Fund (IMF), the European Central Bank (ECB) and the Organization for Economic 

Cooperation and Development (OECD) – and national institutions : the French National 

Institute of Statistics and Economic Studies (Insee), the Banque de France and forecasting 

institutes such as COE-Rexecode or the French Economic Observatory (OFCE).   

 7. As allowed by Article 18 of the constitutional bylaw, the High Council organized 

hearings with representatives of the Treasury General Directorate, the Budget Directorate, Insee 

and other institutions and experts from outside the French Ministry of finance (representatives 

of OFCE, COE-Rexecode and the Banque de France). 

 

* * 

* 
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 8. After a general analysis of the economic context (I), the High Council delivers its 

opinion on the macroeconomic forecasts submitted by the Government in the Stability 

programme for 2021 (II) and for 2022-2027 (III).  

I- A recovery in the world and European economies in 2021, 

which remains, however, unequal and partial 

1-  World growth is still dependent on sanitary scenario 

 9. In spring 2021, the world economy remains affected by the consequences of the health 

crisis which occurred one year earlier. The economic activity has contracted in the first quarter 

of 2020 then rebounded clearly with the lifting of health restriction measures. In a vast majority 

of countries, this rebound has been insufficient activity back to its pre-crisis level at the end of 

2020. Provided that they are accompanied by effective vaccination campaign, vaccine 

deliveries allow to envisage a new economic improvement during the year 2021, more or less 

rapid depending on countries.  

 10. According to the last available forecasts, world GDP, which has contracted by nearly 

3.5% in annual average in 2020 compared to 2019, would rebound by more than 5% in 2021 

and again by more than 4% in 2022 without, however, returning completely to its pre-crisis 

trend.  

Table 1: forecasts of annual average growth in real world GDP (annual 

average, %) 
 Date of publication 2020 2021 2022 

IMF  04/07/2021    –3.3 6.0 4.4 

DG of the 

Treasury 
 03/31/2021 -3.4 5.3 4.3 

OECD 03/09/2021  -3.4 5.6 4 

Consensus 

Forecasts 
03/08/2021  -3.7 5.3 4.1 

Source:  Consensus Forecasts of March 2021, DG of the Treasury’s international scenario of March 2021, FMI 

world economic outlook of April 2021, OECD economic outlook of March 2021  

 

 11. There is large heterogeneity in activity situation among major economic areas. China, 

which would not have experienced a decrease in average activity during 2020, would be on its 

way to return to its pre-crisis trajectory in 2022. Growth in the United States would be supported 

by the vaccination campaign, which has already allowed a sharp decrease in contamination, and 

by a massive recovery effort (of which the 9 points in GDP of the American Rescue Plan of the 

Biden administration are added to the 4 points in GDP of the measures adopted in the end of 

December 2020 by the Trump administration). Thus, the United States would return to their 

2019 level of GDP as early as 2021.  

 12. Recovery would occur later in the Euro zone than in the United States especially due to 

a slower improvement of the health situation. It would be in addition less vigorous so much so 

that activity in the Euro zone could return to its 2019 level only in 2022. 
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Table 2: forecasts of annual average growth in real world trade of goods and 

services (annual average, %)  

 Date of 

publication 
2020 2021 2022 

IMF 04/07/2021 -8.5 8.4 6.5 

DG of the 

Treasury 
03/31/2021    -6.3 8.7 4.8 

OECD 12/2020 -10.3 3.9 4.4 

Source:  DG of the Treasury’s international scenario of March 2021, FMI world economic outlook of April 2021, 

OECD economic outlook of December 2020 

 

 13. World trade would gradually resume after its fall in 2020. Trade in goods, which has 

already returned to its end-2019 level, would experience a sharper recovery than the trade in 

services, for which recovery continues to be hampered by sanitary constraints.    

 

Graph 1: Change in world exports of goods and services in 2020 

(year-on-year, %) 
 

 
 

 14. A rebound in inflation is expected in major advanced economies in 2021 under the effect 

of a number of temporary factors: the increase in raw material prices observed in recent months 

after their fall in 2020, notably of oil prices; disruptions in some value chains causing 

difficulties in supply and pushing up goods prices; the progressive rebound in services prices 

caused by the expected lifting of health restrictions. It would also be supported in the United 

States by the impact of the stimulus package on demand.  

 15. According to the majority of economists, the rebound in inflation would not extend 

beyond 2021. Return to normal functioning of economies after 2021 would be accompanied by 

a return to the regime of low inflation, which prevailed in advanced economies before the health 

crisis. The strong international competition, the weakening of production cost shocks 

transmission to price and deflationary effects resulting from digital transformations are factors 

that affect price dynamics. A higher unemployment after crisis recovery than pre-crisis would 

also temporary weigh on inflation.  

 16. Finally, improvement in activity and inflation prospects has generated an increase in 

interest rates at the beginning of the year. This increase is significant in the United States and 
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more moderate in Europe. This increase could constraint somewhat the extent of the recovery 

by making access to funding more difficult in the economy.  

2- A rebound in activity in the Euro Area in 2021, slowed down by the 

maintaining of health measures in the first half of the year  

 17. In 2020, the contraction in the euro area economy was more pronounced than in the 

world economy (-6.8% in annual average) and notably more pronounced than in the United 

States (-3.5%) or China (+2.3%). Although the rebound of its activity in 2021 would be 

significant (around +4% according to Consensus Forecasts), it would be less marked than in the 

rest of the world. Health measures tightening at the beginning of the year in numerous member 

states should weigh on economic activity. In addition, the timing and pace of the recovery will 

depend on the vaccination campaign, which appears to be implemented more slowly in the euro 

area than in the United States or in the United Kingdom.  

Table 3: forecasts of real annual growth of GDP of the euro area (annual 

average, %)  

 Date of 

publication 
2020 2021 2022 2023 

INF 04/07/2021 -6.6 4.4 3.8 1.9 

DG of the 

Treasury 
03/31/2021  -6.8 3.7 4.1  

ECB 03/11/2021  -6.9 4 4.1 2.1 

OECD  03/09/2021 -6.8 3.9 3.8  

Consensus 

Forecasts 
03/08/2021 -6.8 4.3 4.2  

European 

Commission 
02/2021 -6.8 3.8 3.8  

Source : macroeconomic forecasts of the ECB of March 2021, winter forecasts of the European Commission of 

February 2021, Consensus Forecasts of March 2021, DG of the Treasury international scenario of March 2021, 

FMI world economic outlook of April 2021, OECD economic outlook of March 2021  

 18. Economic consequences of the pandemic diverge between countries of the euro area. 

The activity level in the fourth quarter of 2020 compared to the fourth quarter of 2019 varies 

from -9.1% in Spain to +1.4% in Luxemburg. Divergences in trajectories between countries are 

due to several factors: severity and temporality of the epidemic shock, the extent and duration 

of health measures, the significance of supportive economic policies and the economic weight 

of most vulnerable sectors. The recovery in 2021 and 2022 should also be heterogeneous among 

member states and is still uncertain taking into account the resurgence of the epidemic in 

numerous countries.  
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Graph 2: Change in real GDP in the fourth quarter of 2020 compared to the 

fourth quarter of 2019  

 

 
 

 

 19. In 2021, inflation in the Euro zone would be temporarily supported by factors common 

to the rest of the world (prices of raw materials, disruption in value chains, expected easing in 

health measures, support measures). It would also be driven by one-off factors specific to the 

Euro zone such as the impact of the raise in German VAT after its temporary reduction in 20201. 

However, annual average inflation should remain below the 2% target of the ECB despite a 

possible crossing of the target in the course of the year in some countries.  

Table 4: inflation forecasts in the Euro Area (annual average, %)  

 Date of 

publication 
2020 2021 2022 2023 

IMF 04/07/2021 0.3 1.4 1.2  

ECB 03/11/2021 0.3 1.5 1.2 1.4 

Consensus Forecasts 03/08/2021 0.3 1.5 1.3  

European Commission 02/2021 0.3 1.4 1.3  

OECD 12/2020 0.3 0.7 1.0  

Source: ECB macroeconomic forecasts of March 2021, winter forecasts of the European Commission of February 

2021, Consensus Forecasts of March 2021, DG of the Treasury international scenario of March 2021, FMI world 

economic outlook of April 2021, OECD economic outlook of March 2021 

3- In France, after a more pronounced drop in the first quarter of 2020, 

the decrease in activity is now equivalent to that of the euro area    

 20. France suffered from a stronger decrease in GDP than the average for Euro zone 

countries in the first and second quarter of 2020 after a more pronounced rebound in the third 

                                                           
1 This measure aimed at support the upturn in consumption in 2020.  
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quarter. In the fourth quarter of 2020, the downturn of activity compared to the previous year 

was close to that of the Euro zone.   

 21. In annual average, French GDP contracted by 8.2% in 2020, a stronger variation than 

the Euro zone average. However, at the end of the year, it benefited from a higher carryover for 

2021 (3.6% against 2.2% in average for the euro area) due to the strong rebound in activity in 

the second quarter of 2020.  

 

Graph 3: Trend of real GDP in France and in the Euro zone  

 

4- High uncertainties due to both the evolution of the health crisis and its 

economic consequences  

 22. The main source of uncertainties affecting the economic outlook remains the evolution 

of the health situation and measures implemented to contain the epidemic. In particular, 

speeding up the vaccination campaign is necessary in order to allow for a lasting lifting of health 

measures. Any delay would postpone the economic recovery in the Euro zone and in France.  

 23. Another source of uncertainty relates to the size of the consequences on the economic 

structure potentially generated by the crisis. In particular regarding the effect of the 

deterioration of the private business balance sheets and bankruptcy on investment and 

innovation when support measures undertook during the health crisis would begin to be phase-

out, especially in sectors most affected by the crisis. Reallocation of production factors between 

firms, which is a source of overall productivity gains, could also be restrained by an extended 

public financial support to non-viable companies.   

 24. Finally, heterogeneity of economic situation between countries could affect economic 

recovery: a sharp and rapid increase in American interest rate could, through a contagion effect, 

lead to a tightening of financing conditions worldwide and in particular in the Euro zone. A 

slower implementation than expected of recovery plan in France and Europe could limit the 

scale of the expected economic rebound.  

 25. Risk factors pre-existing to the crisis and that have today faded away since are still 

relevant. In particular, they relate to the evolution of trend labour productivity, value chains 
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reorganization, the consequences of the withdrawal of the United Kingdom from the European 

Union or the rise in trade tensions. 

II- Observations on the forecast for 2021  

1- The Government’s scenario   

 26. According to the Government, “growth would reach 5% in 2021 […] this scenario takes 

into account strengthen health measures as of mid-march […] counts on a progressive lifting 

of constraint measures stretching over the rest of the year […] and results in activity returning 

to its 2019 level from 2022.  

 27. Inflation would rise to 1.1% in annual average in 2021 after +0.5% in 2020, mostly due 

to energy prices. Core inflation would remain stable in 2021 compared to the previous year, at 

+0.6%, due to a still moderate demand and a not very dynamic labour market […].   

 28. Household consumption would grow by 3.9% in 2021 […] after -7% in 2020. After a 

peak at 21.3% in 2020, saving rate would decrease to 19.5% in 2021. […] Household 

investment would experience a rebound in 2021, after a fall of -12.8% in 2020 […] corporate 

investment would increase by 6.5% in 2021 after -9.6% in 2020. […]  

 29. In 2021, market-sector employment would recover (+100,000 job creations year-on-

year, being, expressed in annual average, +15,000 jobs). In the first quarter, destruction of 

jobs in market-sector employment would be observed as a result of a still deteriorated health 

situation. In the second quarter, the rebound would be driven by the economic activity recovery. 

[…] Non market-sector employment would be dynamic in 2021 (+45,000 jobs year-on-year, 

being +90,000 jobs in annual average). […] »  

2- Opinion of the High Council  

a) About GDP growth  

 30. The Stability programme assumes a growth scenario of 5% in 2021 (after a recession of 

8.2% in 2020). This trajectory differs from the initial budget law (LFI) for 2021 forecast which 

anticipated a slightly larger rebound of 6% of the GDP for 2021, however after a clearly more 

significant fall (-11%) in 2020. In total, the GDP level expected in 2021 in the Stability 

programme is 2% higher than the one forecast in the LFI.   

 31. The deterioration of the health situation has weighed on economic activity in the first 

quarter of 2021 due to the gradual strengthening of movement and activity restraint measures. 

Available cyclical information, such as the decrease in industrial production in February, the 

downturn in consumption of goods in February and the fall in registration in March, as well as 

contrasting message from monthly outlook survey, is coherent with a stagnation or a decrease 

in GDP in the first quarter of 2021.  

 32. New restraint measures implemented at the end of March 2021, notably mobility 

resctrictions, the closing of some businesses and schools in April, suggest a decrease in 

economic activity in the second quarter. The size of the decrease will essentially depend on the 

evolution of the health situation during the quarter: it should be relatively limited if restraint 

measures are progressively removed from the end of April as stated in the Government’s 

forecast. It would be more pronounced if the evolution of health measures imposes a later 

removal of health restrictions. On the contrary, a rebound in activity from the second quarter 

cannot be ruled out in the case of a more favourable evolution of the health situation than 
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expected and a sharp recovery of activity, even though this scenario is not the one put forward 

by economists and institutions heard by the High Council.  

 33. The Government’s growth forecast for 2021, at 5%, implies a high rebound in activity 

in the third semester. This forecast is achievable if the speeding of vaccination campaign 

improves, as expected, health situation and thus, allows a progressive easing in activity 

restriction measures. It could be supported by the prospect of recovery in household 

consumption and investment whose purchasing power has been preserved during the crisis and 

which accumulate a very important surplus in savings. In addition, favourable financing 

conditions and an enabling international context would support corporate investment even 

though some sectors would remain penalized by lasting effects of the crisis.  

 34. The Government’s growth forecast for 2021 is lower than that of international 

organizations (5.5% for the European Commission in February 2021, 5.9% for the OECD in 

March, and 5.8% for the IMF in April) and other national forecasts (5% for OFCE, 5.5% for 

the Banque de France and 5.6% for Rexecode). The average forecast of Consensus Forecasts 

for France, which summarises estimations from twenty-three economic forecasters, is 5.5% in 

March with forecasts ranging from 4.5% to 7%. The relatively weak Government’s forecast 

takes into account the impact of mobility and activity restraint measures implemented from the 

beginning of March, that is to say, after the making of forecast of most institutions.  

 35. The High Council considers that the growth forecast for 2021 in the Stability 

programme is consistent with the health scenario adopted, based on a gradual lifting of 

restrictions on activities and travel from May 2021. However, the scenario remains 

subject to uncertainties associated with the evolution of the sanitary situation. 

b) About employment and payroll 

 36. Market-sector employment excluding agriculture would stabilize in 2021 (+0.1% being 

+15,000 job creations in annual average), after a fall of 1.5% in 2020 (258,000 job losses); it 

would remain 1.4% below its 2019 level. The increase in employment expected by the 

Government is lower than the increase in GDP (+5%). Companies should adjust working hours 

to the gain in productivity expected in comparison with 2020 by decreasing their reliance on 

part-time unemployment. The forecast assumes however, that labour productivity would not 

return to its pre-crisis trend. The High Council considers that this forecast, close to the ones of 

audited institutions, is coherent with the health and economic scenario adopted by the 

Government.  

 37. Part-time unemployment affects the evolution of average nominal wage. If part-time 

unemployment allows safeguarding employees’ position, the fact that State and National 

unemployment insurance allowances compensate for most of non-working hours clearly 

reduces the average wage paid by companies. After a sharp fall in 2020, average nominal wage 

would bounce back in 2021 driven by the recovery in activity and the decrease in part-time 

unemployment used by companies.  

 38. Removing the impact of part-time unemployment, average “economic” nominal wage 

forecasted by the Government would grow annually by 1.5% in average over the period 2019-

2022, 0.3 point below the average over the last 5 years. This slowdown in wage growth reflects 

the effects of growing unemployment rate and the downturn in productivity during the crisis. 

The High Council considers that this forecast is plausible.  

 39. In total, private wage bill would rise by 4.9% in 2021, after a fall of 5.2% in 2020 due 

to job destructions and the decrease in working hours. Total wage bill would remain around 

0.5% below its 2020 level, which is coherent with a partial return to pre-crisis level of activity.  
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 40. The rise in household income in 2021 would be less pronounced than in wage bill due 

to, notably, gradual phasing-out of exceptional income support measure (part-time 

unemployment, emergency fund (‘fonds de solidarité’), poor households support, 

postponement of unemployment insurance reform).  

Table 5: Breakdown of the wage bill in the non-agricultural market sector  

(% changes) 

 2019 2020 
2021 

(forecast) 

Market-sector employment 1.5 -1.3 0.1 

Average wage per capita 1.9 -4.0 4.9 

Wage bill 3.5 -5.2 4.9 

Source: Stability programme 2021 - 2027  

 41. The High Council considers that employment and wage bill forecasts for 2021 are 

coherent with the activity scenario. 

c) About consumer prices in 2021  

 42. The Stability programme foresees a rise of 1.1% in annual average in consumer price 

index2 in 2021, which constitutes a clear rebound in comparison with 2020 (0.5%). It would 

bring back the consumer price index to its 2019 level (1.1%).  

 43. The increase in inflation compared to 2020 assumed by the Stability programme mainly 

reflects the effect on consumer price of oil products of the rebound in oil prices after reaching 

a low point in March 2020.  

 44. On the other hand, the Stability programme forecasts a stable core inflation in 2021 

(0.6%), just below its pre-crisis level (0.8% in 2018 and 2019).  

 45. However, inflation has already begun to rise in the beginning of 2021 notably due to an 

increase in some specific items (such as household appliance, jewellery and watches, or rent). 

This trend could continue during the year. The recent increase in oil and industrial raw material 

prices should progressively be passed on to manufactured goods consumer price while prices 

of services most affected by the decrease in household demand due to movement and activity 

restriction measures could recover during the second quarter due to the expected phasing-out 

of restriction measures.  

                                                           
2 Consumer Price Index (‘Indice des prix à la consommation’ (IPC)) from Insee.  
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Graph 4: inflation (blue) and core inflation (red) in France  

 

 46. The High Council considers that the impact of the recent rise in raw material prices 

on consumer price and the gradual return to normal of services price for households, 

which are linked with the gradual phasing-out of health measures, could lead to a 

temporary higher inflation in 2021 than forecasted by the Government.  

III- Remarks on the macroeconomic scenario for the years 

2022 to 2027 
 47. The growth and inflation forecasts until 2027 included in the Stability programme shall 

be examined with respect to the position of the French economy in the business cycle. In order 

to do so, the output gap, which is the gap between current and potential GDP, shall be estimated. 

The potential GDP is defined as the he output that would be achieved once the temporary shocks 

affecting the economy are removed. In theory, a negative output gap is an indicator for the 

ability of growth to increase, whereas a positive output gap reflects the possibility of a 

slowdown. 

A. The potential growth and the output gap in the beginning of the period  

1- The Government’s scenario 

 48. According to the Government, « potential GDP would grow by +0.6% in 2021 and by 

+1.35% in 2022 and beyond after -0.3% in 2020. […]  

 49. The output gap would stand at -7.7 points of potential GDP in 2020 and would reduce 

from 2023 thanks to the support plan. […] The output gap would close in 2024. » 
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2- Opinion of the High Council  

 50. In a context of a major economic crisis, estimates of potential growth and output gap 

are subject to greater uncertainty than usual. Heterogeneity of international organizations’ 

estimates points to this uncertainty, which relates not only to the large and exceptional 

economic fluctuations but also to divergent assessments of the long-term consequences of the 

crisis on productive capacities3.  

Table 6: Government and international organizations’ estimates of potential growth and 

output gap  

 2020 2021 2022 

 

Potential 

growth 

 

Output gap 

Potential 

growth Output gap 

Potential 

growth Output gap 

European 

Commission 0.7 -8.3 1.0 -3.9 1.2 -2.1 

IMF -3.8 -4.6 4.0 -2.9 1.7 -0.5 

OECD 1.0 -10.0 0.9 -5.4 0.8 -3.1 

Government -0.3 -7.7 0.6 -3.6 1.35 -1.1 

Source: European Commission autumn forecasts of 2020, FMI world economic outlook of April 2021, OECD 

economic outlook of December 2020 and Stability programme 2021-2027  

 51. Estimates from the different organizations are very heterogeneous in 2020 and 2021; 

the range is slightly narrower for 2022, for both output gap (from -3.1 to -0.5%) and potential 

growth (from 0.8 to 1.7%). The Government’s scenario of potential growth and output gap in 

2021 and 2022 falls within this range.  

 52. The Government’s scenario assumes a lasting impact of the health crisis just over 2 

percentage points compared to the pre-crisis scenario, as set in the programming law of January 

2018, on the level of potential GDP. This impact, which is equivalent to about half the fall in 

the level of potential GDP observed after the financial crisis of 2009, lies within the range of 

decrease in potential GDP forecasted by international organizations and European economists 

in 20214 (-1 percentage point for the OECD, -2 points for the European Commission and the 

IMF). Thus, the scenario assuming a permanent GDP loss after the crisis would be comparable 

to pass experiences5, even though the magnitude of such loss remains uncertain.   

 

 

 

 

 

 

 

 

 

                                                           
3 Methodological differences intensify heterogeneity of the results. 
4 Post Covid-19 Potential Output in the Eurozone | The CFM-CEPR Surveys (cfmsurvey.org). 
5 See chapter 2 from the IMF World Economic Outlook published in April 2021. 

https://cfmsurvey.org/surveys/post-covid-19-potential-output-eurozone
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Graph 5: Comparison of potential activity forecasts for France (real GDP in 

billion €) 

 

 53. From 2022, the Government maintains its potential growth forecast at 1.35% per year, 

as set in the public finance programming law. Thus, the Government assumes that, after that 

2020-2021 shock have passed, the potential growth would return to its pre-crisis value and even 

slightly higher. The Government’s forecast of potential growth lies within the upper range of 

medium-term forecasts of economists, which, in general, have not been significantly revised 

compared to pre-crisis estimations.  

 54. The evolution of potential GDP in the medium term faces various risks. On the positive 

side, potential benefits from digital technologies – the adoption of which by firms have been 

sped up by the crisis –  public investments decided as part of the stimulus package and structural 

reforms implemented before the crisis are likely to rise potential growth. On the contrary, the 

decreasing trend in productivity gains could persist in the case of a lasting negative impact of 

the health crisis, where the economy fails at adapting skills to structural changes due to the 

crisis, and a limitation of investment and R&D spending of companies due to balance sheet 

deterioration. Potential growth could also be affected by several structural changes, such as 

ageing population and economic consequences of environmental transition.   

 55. The High Council reckons that the government's assumptions for potential growth 

and the output gap for 2021 and 2022 are plausible. However, it considers the government's 

assumption that potential growth will return to its pre-crisis level from 2023 onwards to be 

optimistic, whereas the overall risks surrounding this forecast appear to be on the downside.  

B. Observations on the macroeconomic scenario for the years 2020 to 2022 

1- The scenario of the Government  

 56. According to the Government, « Growth would reach 4% in 2022 [...] and activity 

would thus reach a level 0.2% higher than its level of 2019 in 2022. [...]  

 57. In 2022, inflation should decrease to + 0.8%, with the slowdown in administered prices 

(tobacco) and under the assumption of a freeze in the price of a barrel of oil, while core inflation 
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should increase at + 0.9%, driven by the improvement in the labour market and the continued 

economic recovery […]  

 58. Foreign trade should make a positive contribution (+0.3 pt) in 2022. […] World trade 

in goods should post a strong rebound in 2021 (+8.7%), before returning to a more moderate 

pace in 2022 (+4.8%).  

 59. Household consumption should grow by 5.7% in 2022 […] after 5.7% in 2021. After 

21.3% in 2020 and 19.5% in 2021, the savings rate should drop to 16% in 2022. […] Business 

investment should increase by 6.3% in 2022. […]  

 60. In 2022, market-sector employment should continue to rebound: cumulatively over the 

year, between the end of 2021 and the end of 2022, 145,000 salaried jobs would be created in 

market-sectors (or +220,000 jobs on average annually). Non market-sector salaried 

employment should stabilize in 2022 (+25,000 jobs on average per year, stable year-on-year). 

This increase would be driven by the increase in jobs for the youth supported by the recovery 

plan. »  

 

2- Opinion of the High Council  

 61. For 2022, the stability programme retains a growth forecast of 4%, which would barely 

bring GDP back to above its 2019 level (+ 0.2%) on average over 2022. Subject to a long-

lasting control of the pandemic, this forecast is prudent. In particular, it assumes that the 

household savings rate would remain higher, by around one point, than its 2019 level, even 

though households would have significant over-savings (around 12 points of their gross 

disposable income), i.e. 8 percentage points of GDP) resulting in part from the impossibility of 

consuming certain services in 2020 and 2021. Consumption and GDP could thus be more 

dynamic in 2022 than forecast in the stability programme if households were to consume a part 

of this additional savings.     

 62. Beyond that, the growth forecasts of the stability programme stand at 2.3% in 2023 and 

1.4% in 2024. In this scenario, the output gap would close in 2024, it would remain at zero by 

2027, with growth increasing from 2025 at its potential rate (1.35%). Taking into account the 

estimate of the level of potential GDP, this scenario corresponds to a median scenario, without 

cyclical economic shock. As noted by the High Council in a previous opinion6, this method of 

construction of the scenario constitutes a reasonable basis for establishing a multiannual public 

finances trajectory, even if, ex post, shocks of any kind may cause GDP to deviate, upward or 

downward, from this trajectory.  

 63. The GDP growth path between 2025 and 2027 would be achieved in a context where 

the policy mix would be less supportive. The stability programme retains an annual structural 

adjustment of 0.3 percentage point of GDP from 2023 (see below) and a rise in interest rates7, 

which should weigh on domestic demand. This scenario therefore assumes that the more 

restrictive orientation of the policy mix could be offset by factors supporting demand, in 

particular from the external environment. Even if this is not the hypothesis of the stability 

program, this support could also come from the gradual mobilization of savings accumulated 

during the health crisis.  

 64. The stability programme scenario is based on the assumption that the return of GDP to 

potential GDP will allow inflation to rise by 2027, even though this had not been the case at the 

                                                           
6 Opinion n° HCFP-2019-1 regarding the Stability programme for the years 2019 to 2022. 
7 Between 2022 and 2027, the long-term interest rates would increase from 0.8% to 2.7%.  
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end of the 2010s in such circumstances and that, by assumption, the activity scenario is 

compatible with an absence of tensions on the production apparatus. The significant increase 

retained in the scenario (from 1.2% in 2023 to 1.75% from 2025 for consumer prices excluding 

tobacco) is therefore uncertain.  

 65. The High Council observes that the growth forecasts lead to a closing of the output 

gap in 2024, and then to the maintaining of a zero output gap beyond that date. Such a 

scenario is subject to significant uncertainties. Compared to the scenario in the stability 

programme, the actual growth path could be constrained by higher interest rates and less 

foreign trade support. Conversely, it could be supported by the mobilization of savings 

accumulated during the health crisis. Moreover, the High Council notes that the stability 

programme assumes a gradual rise in inflation, which is uncertain in view of the growth 

scenario.  

 

3- Impact of the macroeconomic scenario on public finances   

 66. In 2019, the public balance stood at -3.1 percentage points of GDP, a deficit 0.2 

percentage point of GDP higher than that provided for in the programming law. This gap is 

explained by a significantly less restrictive orientation of public finances (which contribute to 

a deterioration of -0.4 point of GDP compared to the progamming law) partly offset by the 

impact on revenues of a growth path better than that foreseen in the programming law 

(+0.3 point of GDP).  

 67. The public deficit in 2020 and 2021 (-9.2 points of GDP then -9.0 points) is significantly 

worse than that set by the programming law of January 2018 (forecast at -1.5 point of GDP 

then -0.9 point). In 2020, this deterioration in the balance compared to the programming law of 

January 2018 is mainly explained by the revision of the growth trajectory (-4.5 percentage 

points of GDP), but also by the action of the public authorities8, in particular emergency and 

support measures decided from spring 2020 (- 3.2 points). For 2021, increased expenditure and 

lower revenue would be the main driver of the gap (-5.5 points of GDP), the impact of the 

economic scenario also contributing to -2.6 points of GDP.  

 

 

 

 

 

 

 

 

 

 

 

                                                           
8 Measured as the gap between the sum of the structural balance and the exceptional and temporary measures 

presented by the Government between the stability programme and the public finance programming law. 
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Graph 6: Breakdown of the gap in the effective public balance between the 

programming law of January 2018 and the stability programme of April 2021 

 

Note: The gap related to the choices made in terms of public finances corresponds to the difference between the 

structural deficit of the stability programme of April 2021 and that of the programming law of January 2018 as 

well as the revisions of one-off measures. The gap related to the revision of the growth trajectory corresponds to 

the difference between the cyclical component of the stability programme of April 2021 and that of the 

programming law of January 2018. The cyclical component of the deficit presented in the stability programme 

April 2021 is calculated with the revised potential growth.  

 68. The stability programme forecasts a decline in support expenditure for 2021 (€ 55.8 

billion, after € 72.7 billion in 2020), which would nevertheless be more than offset by the 

recovery plan measures whose impact on the public balance public should stand at € 39.8 

billion. Public expenditure, excluding tax credits, should thus continue to grow in 2021 

by +2.7% in volume, after + 6.9% in 2020.  

Graph 7: Amounts of support (‘plan de soutien’) and recovery (‘plan de relance’) plans   

 

Note: The amounts take into account all expenditure and revenue but do not include the impact of European 

funding of certain measures for 2021.  
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 69. In 2022, the general government balance should improve but would still remain strongly 

negative (-5.3 percentage points of GDP), under the joint effect of the continued catching-up of 

economic activity and the expected decrease in the amount of stimulus and support measures.  

 70. Beyond that, the deficit should gradually decrease over the period of the stability 

programme, to stand at 2.8 percentage points of GDP in 2027. Over the period 2023-2027, the 

general government balance should recover on average by 0.5 percentage point of GDP per 

year, while the structural balance should improve by around 0.3 point.  

Graph 8: Balance trajectory between 2019 and 2027  

 

 71. The deterioration of the public deficit and the fall in GDP have had a very strong impact 

on the trajectory of the debt-to-GDP ratio in 2020. While it should start to fall from 2020 

according to the 2018-2022 programming law, the debt ratio increased by 18.1 points to 115.7 

points of GDP and it would increase further in 2021, to 117.8 points of GDP. Under the effect 

of a persistently widened deficit, the debt ratio is expected to remain close to 118 points of GDP 

until 2027, when it is still 20.1 points higher than its 2019 level.  

Graph 9: Trajectory of the public debt ratio   
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 72. The trajectory of public debt is closely dependent on the assumptions made in terms of 

growth and inflation. Lower GDP growth or inflation, even slightly, would translate, with 

unchanged structural effort, into a further rise in the debt ratio. The decline in the level of debt 

by 2027 can only be obtained, with an unchanged macroeconomic scenario, on the assumption 

that the recovery in the structural balance is from 2023 at least equal to that of around 0,3 

percentage point of GDP per year, as set in this stability programme.  

 73. The High Council notes that, according to the forecast of the stability program, the 

public debt ratio would increase by 20 points of GDP between 2019 and 2021, reaching 

almost 118 points of GDP, and that it would remain close to this very high level until 2027. 

 74. It also points out that the realization of this scenario assumes the materialization of a 

growth and inflation scenario that the High Council considers relatively favourable. It also 

assumes the continuation over time of a structural adjustment at least equal to that included, 

but not yet documented, in the stability programme.  

* 

* * 

This opinion has been published in the Official Journal of the French Republic and 

attached to the Stability Programme transmitted by the Government to the European 

Commission and the European Council. 

 

  Paris, 13th April 2021. 

 

 

 

For the High Council of public finance,  

The First President of the Cour des comptes,  

President of the High Council of public finance 

 

  

 

Pierre MOSCOVICI  
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APPENDIX 

  

 Macroeconomic scenario for the Stability programme 

 2020* 2021 2022 2023 2024 2025 2026 2027 

Goods and services, real terms         

Gross domestic product -8,2 5,0 4,0 2,3 1,6 1,4 1,4 1,4 

Household final consumption -7,3 4,0 5,7 2,6 1,5 1,3 1,4 1,4 

Government consumption 

expenditure 
-3,1 

5,9 -1,7 0,5 0,8 0,9 0,8 0,8 

Gross fixed capital formation -10,3 8,3 4,6 2,6 1,7 1,7 1,0 1,0 

Imports -11,5 7,5 7,8 5,2 3,4 3,2 3,1 3,1 

Exports -16,3 8,2 9,3 6,2 4,1 3,6 3,6 3,6 

         

Contributions to real GDP growth         

Final domestic demand excluding 

inventories 
-7,1 

5,5 3,7 2,1 1,4 1,3 1,2 1,2 

Changes in inventories and net 

acquisition of valuables 
     0,3 

-0,5 0,0 0,0 0,0 0,0 0,0 0,0 

Foreign trade -1,4 0,0 0,3 0,2 0,2 0,1 0,1 0,1 

         

Prices and nominal aggregates         

Consumer price index 0,5 1,1 0,8 1,2 1,5 1,8 1,8 1,8 

Gross domestic product deflator 2,2 0,3 1,2 1,2 1,4 1,6 1,6 1,6 

Nominal gross domestic product -6,2 5,3 5,1 3,5 3,0 3,0 3,0 3,0 

         

Employment and wages         

Non-farm market sectors :         

- Salaried employment (persons 

employed) 
-1,5 

0,1 1,3 NA NA NA NA NA 

- Average wage per capita -4,0 4,9 3,8 NA NA NA NA NA 

- Wage bill -5,2 
4,9 5,2 NA 

 
NA NA NA NA 

Total employment -0,9 0,4 1,0 NA NA NA NA NA 

         

Potential growth and output gap -0,30 -0,60 1,35 1,35 1,35 1,35 1,35 1,35 

Potential growth in GDP -0,30 0,60 1,35 1,35 1,35 1,35 1,35 1,35 

Output gap      -7,7 -3,7  -1,1 -0,2 0,0 0,0 0,0 0,0 

* 2020 : Quarterly national accounts; NA : not available 

 

Source: Ministry for the Economy and Finance (13 April 2018). 

 


