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| FRANCE

France’s 2027 budget is only the first
fiscal test

France’s 2027 budget would prevent a sharp deterioration in the public
finances, but it would not be enough to stabilise public debt. Its adoption
would provide some relief, although fiscal and political risks are likely

to remain well beyond next year's presidential election
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France is in the eye of the storm. Its public finances have deteriorated significantly, the budget
faces a difficult parliamentary process, and the presidential election offers no clear prospect of
political stabilisation. Economic conditions provide little support; we expect GDP growth of only
0.3% in 2026 and 0.6% in 2027.

France's debt dynamics are particularly unfavourable. Over the past 15 years, its public debt
ratio has risen significantly, while many other European countries have reduced theirs. French
public debt reached 119% of GDP in mid-2026 and is expected to increase to 121.7% in 2027.
Persistent primary deficits, rising interest payments and weak growth mean that debt will
continue to rise without sustained fiscal adjustment.
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The budget would limit the deterioration, not stabilise debt

The draft budget aims to reduce the public deficit to 5% of GDP in 2027, after 5.4% in 2026 and
5.1% in 2025. This requires €43bn of new measures. Without them, the government estimates
that the deficit would reach around 6.5% next year.

This is a substantial adjustment and is consistent with France’s European expenditure
trajectory. But a 5% deficit remains too high to stabilise debt, particularly with weak growth
and a rising interest bill. Even if implemented in full, the budget would only limit the
deterioration; the debt ratio would continue to rise.

The budget is likely to pass, but concessions may be needed

The parliamentary process can run until 17 December under the 70-day constitutional
timetable. Without a majority in the National Assembly, the government is unlikely to secure
approval in a normal vote. Our base case is that it uses Article 49.3 to adopt the budget
without one, potentially after making concessions to ensure that a subsequent no-confidence
motion fails. This could reduce the final fiscal adjustment.

We, nevertheless, expect the government to survive. Opposition parties have little incentive to
trigger another political crisis shortly before the presidential election, take responsibility for the
resulting instability and risk a further deterioration in the public finances.

Alternatively, the government could let the deadline expire and impose its original budget by
ordinance. It would first have to survive any pre-emptive no-confidence motion. Once the
ordinances were adopted, however, the budget would remain in force even if the government
subsequently fell.

Failing either outcome, a special law would ensure continuity of the state. But the deadlock
could last until the summer and, without corrective measures, cause a sharp deterioration in
the public finances.

France therefore faces another two months of budget uncertainty. Adoption would be a
relative success, preventing the deficit from rising towards 6.5%. But concessions could dilute
the adjustment, while even the original package would not stabilise debt.

Fiscal uncertainty will persist in 2027

Even if the budget is adopted, fiscal uncertainty will not disappear. The next government will
still have to implement further reforms. Yet the presidential election on 18 April and 2 May
2027 will probably be followed by legislative elections, which could again produce a
fragmented National Assembly and make those reforms difficult to pass.

There is also little clarity on the future fiscal strategy. Few prospective candidates have
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presented sufficiently detailed plans to stabilise public finances, and almost none appear
willing to tackle pensions, despite their being the largest component of public spending and
central to France's structural fiscal problem.

The National Rally, which leads first-round polls, has made fiscal consolidation a priority. But its
plan, in our view, relies on very optimistic macroeconomic assumptions and difficult-to-deliver
savings, as discussed in our assessment of its fiscal programme. The far-left La France
Insoumise and its candidate, Jean-Luc Mélenchon, support cancelling part of the debt held by
the central bank and pursuing an expansionary fiscal policy. There is even less visibility on who
will emerge from the centre, the right and the rest of the left, or on their fiscal plans.

The 2027 budget will be a critical first step in containing France's fiscal deterioration. Whether
that adjustment can be sustained and extended after the election remains much more
uncertain.

Charlotte de Montpellier
Senior Economist, France and Switzerland
charlotte.de.montpellier@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.


https://think.ing.com/articles/frances-national-rally-fiscal-plan-faces-major-delivery-risks/
mailto:charlotte.de.montpellier@ing.com
https://www.ing.com

