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Polls and latest political developments

Institutional set-up
The election of MPs happens in two rounds in France. In the first round (taking place 
on 30 June) typically up to 10 to 15 candidates are listed in each constituency, only 
those who obtain more than 12.5% of registered voters support at the first round 
qualify for the second round (on 7 July). The candidate that obtains the largest 
number of votes in the second round wins the seat. 

It is not uncommon for 3 to 4 candidates to make it into the second round. This 
makes the outcome of the National Assembly election particularly uncertain. 
Historically, centrist parties have implicitly coordinated to prevent the election of a 
far-right candidate. The mechanism is for the centrist candidate with least chances 
of winning in the second round dropping out of the race. Understanding how parties 
will ask their candidates to behave in such situations will be crucial in the coming 
weeks.

To the best of our understanding, new elections cannot be called for another 12 
months after a snap election is called by the President.

Following the second-round of the election on 7 July, the President nominates a PM 
who is in charge of forming a government. The PM would then speak in front of the 
lower house but does not have to ask for the confidence of the lower house.

A vote of no-confidence can be called at any time by 10% of MPs. To bring the 
government down, an absolute majority (i.e. 289 votes) of No must be reached. This 
means that anyone abstaining is implicitly supporting the government. A PM that 
loses a vote of no-confidence would have to resign to the President who nominates 
a new PM (could be the same person).

Latest polls
The unusual situation means that there is large uncertainty for pollsters when map 
from initial first-round support to second-round seat allocations. It remains 
particularly difficult to anticipate voter choices between first and second round as 
well as the transfer of votes from candidates who don't make the second round. This 
is particularly complex given that a higher turnout would make it easier for 
candidates to qualify for the second round (more than 12.5% of registered voters 
support needed), increasing the number of three-candidate races in the second 
round.

Polls currently show that no clear majority would emerge with a base case likely to 
be a minority government from either the RN or Left bloc, implicitly supported by 
more mainstream MPs (respectively centre-right LR or Macron’s centrist party). 
Understanding what combinations of parties reach the absolute majority on 7 July 
would be key to get a sense of what the ultimate government formation and support 
would ultimately be. It is also important that while government formation may take 
time, Macron might chose to rely on some special powers given by the Constitution 
to ensure that a functioning government is in place for the Olympic games this 
Summer.

Our base case is currently to expect some sort of political paralysis following the 
second round of the election. Any minority government emerging would likely do 
some fiscal spending but abstain from pushing for the most expensive plans in the 
latest manifesto. We would not expect much if any fiscal tightening in that scenario. 
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We expect the European Commission to put France under an Excessive Deficit 
Procedure this Summer. As a reminder, as long as a member state is deemed 
compliant with the fiscal recommendations made to it under an EDP, it remains 
eligible of the ECB's TPI.

Figure 1:First round polls
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Source : Deutsche Bank, Ipsos, Opinion Way, Cluster, Elabe. New Popular Front (Left) includes BIA, PCF, 
ELV and PS. Renaissance (Macron's centrist alliance) includes Renaissance, Modem, HOR, GRP and UDI.

Figure 2:Second round seat projections
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Source :Deutsche Bank, Cluster, Elabe. New Popular Front (Left) includes BIA, PCF, ELV and PS. 
Renaissance (Macron's centrist alliance) includes Renaissance, Modem, HOR, GRP and UDI.

Economic programmes

Following the surprise announcement of the snap elections, the various blocs and 
parties had a few days to come up with economic platforms and programmes. We 
try to summarise the main market relevant details below.

National Rally (NR)
Le Pen's National Rally has been proposing an economic programme that is a less 
ambitious version of its 2022 manifesto. The main measures to have in mind are the 
following:

n Reduction of VAT on energy products and negotiation for a French 
exemption from the EU electricity market. This would be implemented 
immediately and should cost between 0.5-1.0pp of GDP. There would be 
other spending on health. 

n Exemption any permanent wage increase up to 10% from social security 
contributions.

n Modifying Macron's 2023 pension reform. The RN candidate Bardella has 
confirmed its desire to eventually ease the retirement age and constraints 
for workers who started their career very young. This would not be an 
immediate priority given the current fiscal situation. 

n The RN is also pledging an immediate "fiscal review" to better understand 
the fiscal situation and identify areas of possible savings.
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n Protectionist agenda: reduce illegal and legal immigration. During the 2024 
EU election campaign the RN defended many proposals that would 
challenge the existing EU institutions but has so far abstained in the current 
national campaign from repeating them: an end to new FTA negotiations, 
excluding the agriculture sector from FTAs, establish a preference for 
French companies in public procurement .

Left bloc (Nouveau Front Populaire NFP)
The Left bloc designed an ambitious economic programme within a few days, 
strongly inspired by the 1981 Presidential victory programme of Mitterand. Not all 
measures would be immediately implemented:

n Wages: Re-introducing automatic indexation of wages to inflation. 
Increasing the minimum wage by 10-15%. Increasing social security 
contributions to pay for pension reform.

n Taxes and spending: Bring back the wealth tax canceled by Macron in 2018. 
Increase wealth taxation via inheritance and "exit" taxes as well as capital 
gains taxation and higher income taxation. On the spending side we would 
mention the increase in public sector wages, "fixed prices for necessities" 
in food and energy, reduced energy taxes, various public spending 
measures (e.g. health, education).

n Pensions: immediately cancel Macron's 2023 reform that raised the 
minimum pension from 62 y.o to 64 y.o. and eventually in the medium-term 
allow people to retire as early as 60 y.o.

Macron's centrist party (Renaissance)
Macron's PM Attal is running the election campaign and trying to offer a 
programme that would address further the cost of living crisis while remaining 
committed to France's fiscal tightening path. Among the main measures outlined 
so far:

n Tax-free one-off bonus of up to EUR 10,000 for workers. If firms chose to 
offer a one-off bonus to their workers it would be free of taxes and social 
contributions by up to EUR 10,000 (the threshold until the end of last year 
was EUR 3,000).

n Electricity bills to be reduced by 15% in Feb-25 as a reflection of lower 
wholesale power prices (i.e. limited fiscal cost).

n Relatively limited extra tax and fiscal spending measures: Lower health 
insurance costs for 5% of population struggling to get full coverage and 
increase EV leasing subsidies, lower inheritance tax and higher taxes on 
share buybacks.

Summary:
Absent an absolute majority it is difficult to expect RN or Left bloc to immediately 
implement all their measures. From an EU and market perspective a certain trade-
off may be simplistically summarised as an apparently less fiscally profligate 
(immediately) National Rally compared to the Left bloc while the National Rally 
would challenge EU institutions (e.g., immigration, electricity market, trade 
agreements and protectionist agenda) more than the Left bloc which remains a 
clear pro-EU political project.

Macron's centrist party could be presented as a continuation of the status-quo 
although the commitment to the current fiscal tightening path would be perceived 
as less credible than previously.
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Fiscal trajectories

In this section, we summarise the French fiscal position via a few simple fiscal 
simulations. Instead of trying to estimate the exact costs of various fiscal proposals 
and adding various assumptions on the timing and implementation of programmes 
we adopt the following simple approach:

n We use the latest French government Stability Programme as a starting 
point. We keep the growth assumptions and interest costs as fixed.

n The growth assumptions are relatively optimistic (1.0% 2024, 1.4% 
2025, 1.7% 2026, 1.8% 2027)

n The interest rate assumptions are conservative with 10Y rates at 
3.2% at end 2024, 3.5% at end 2025 and 3.6% at end 2026 and 27. 
For reference, according to the official documents, a rise of interest 
rates by 100bps at the start of 2024 would raise interest expenditure 
by c. 0.5% of GDP by 20271 .

n We then look at 5 different fiscal trajectories. Given the uncertainty around 
exact economic programme costs but also the realism of assuming they get 
fully implemented from day 1 under market scrutiny/pressure and without 
a large absolute majority:

n The official medium-term trajectory prior to the surprise March 
2024 announcement of a larger fiscal deficit than planned in 2023. 
In that trajectory the fiscal deficit was reaching 2.7% of GDP in 2027 
with a debt level of 108.3% of GDP.

n The current official medium-term trajectory accounting for the 
surprise 2023 fiscal deficit of 5.5% of GDP with public debt at 
110.6% of GDP. In this trajectory, the fiscal deficit reaches -2.9% of 
GDP in 2027 with a debt level of 112.0% of GDP.

n No fiscal tightening beyond 2024. In this trajectory, the fiscal deficit 
reaches -5.3% of GDP in 2027 with a debt level of 116.6% of GDP.

n 1pp of GDP of fiscal spending post-election followed by no fiscal 
tightening. This is to illustrate what a "mild" fiscal strategy from a 
RN or Left bloc implementing immediately only some of their 
program to boost household purchasing power could look like. In 
this trajectory, the fiscal deficit reaches -6.3% of GDP in 2027 with 
a debt level of 120.0% of GDP.

n 1pp of GDP of fiscal spending post election followed by an extra 
0.5pp of fiscal spending each year with no efforts to tighten the 
fiscal stance. This is to illustrate what the trajectories under a RN or 
Left bloc with a strong absolute majority may look like. In this 
trajectory, the fiscal deficit reaches -7.3% of GDP in 2027 with a 
debt level of 122.9% of GDP.

1 See here 
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Figure 3:France fiscal deficit paths

-10.0%

-8.0%

-6.0%

-4.0%

-2.0%

0.0%

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Fiscal deficit ( % GDP)

Pre 23 budget surprise Post 23 budget surprise

No fiscal tightening 1pp of fiscal easing

2pp of fiscal easing

Source :Deutsche Bank, INSEE, Haver Analytics LP

Figure 4:France debt ratio paths
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DEIPL or provide any assurance of returns to investors. Investment in securities market are subject  to market risks.  Read all 
the related documents carefully before investing. DEIPL may have received administrative warnings from the SEBI for 
breaches of Indian regulations. Deutsche Bank and/or its affiliate(s) may have debt holdings or positions in the subject 
company. With regard to information on associates, please refer to the "Shareholdings" section in the Annual Report at: https://
www.db.com/ir/en/annual-reports.htm.

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial 
instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, Type II 
Financial Instruments Firms Association and The Financial Futures Association of Japan. Commissions and risks involved in 
stock transactions - for stock transactions, we charge stock commissions and consumption tax by multiplying the transaction 
amount by the commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price 
fluctuations and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange 
fluctuations. We may also charge commissions and fees for certain categories of investment advice, products and services. 
Recommended investment strategies, products and services carry the risk of losses to principal and other losses as a result 
of changes in market and/or economic trends, and/or fluctuations in market value. Before deciding on the purchase of financial 
products and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation. 
'Moody's', 'Standard  Poor's', and 'Fitch' mentioned in this report are not registered credit rating agencies in Japan unless 
Japan or 'Nippon' is specifically designated in the name of the entity. Reports on Japanese listed companies not written by 
analysts of DSI are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI. Some of the 
foreign securities stated on this report are not disclosed according to the Financial Instruments and Exchange Law of Japan. 
Target prices set by Deutsche Bank's equity analysts are based on a 12-month forecast period..

Korea: Distributed by Deutsche Securities Korea Co. 

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register Number 
in South Africa: 1998/003298/10). 

Singapore:  This report is issued by Deutsche Bank AG, Singapore Branch (One Raffles Quay #18-00 South Tower Singapore 
048583, 65 6423 8001), which may be contacted in respect of any matters arising from, or in connection with, this report.  
Where this report is issued or promulgated by Deutsche Bank in Singapore to a person who is not an accredited investor, expert 
investor or institutional investor  (as defined in the applicable Singapore laws and regulations), they accept legal responsibility 
to such person for its contents.

Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should independently 
evaluate investment risks and are solely responsible for their investment decisions. Deutsche Bank research may not be 
distributed to the Taiwan public media or quoted or used by the Taiwan public media without written consent. Information on 
securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a 
recommendation to trade in such securities/instruments.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre 
Regulatory Authority. Deutsche Bank AG - QFC Branch may undertake only the financial services activities that fall within the 
scope of its existing QFCRA license. Its principal place of business in the QFC: Qatar Financial Centre, Tower, West Bay, Level 
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5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related financial products or 
services are only available only to Business Customers, as defined by the Qatar Financial Centre Regulatory Authority.

Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a license in the Russian Federation. 

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia (DSSA) is a closed joint stock company authorized by the Capital 
Market Authority of the Kingdom of Saudi Arabia with a license number (No. 37-07073) to conduct the following business 
activities: Dealing, Arranging, Advising, and Custody activities.  DSSA registered office is Faisaliah Tower, 17th Floor, King 
Fahad Road - Al Olaya District Riyadh, Kingdom of Saudi Arabia P.O. Box 301806.

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated by 
the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services activities 
that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai International Financial 
Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been distributed by Deutsche Bank 
AG. Related financial products or services are available only to Professional Clients, as defined by the Dubai Financial Services 
Authority. 

Australia and New Zealand:  This research is intended only for 'wholesale clients' within the meaning of the Australian 
Corporations Act and New Zealand Financial Advisors Act, respectively. Please refer to Australia-specific research disclosures 
and related information at https://www.dbresearch.com/PROD/RPS_EN-PROD/PROD0000000000521304.xhtml . Where 
research refers to any particular financial product recipients of the research should consider any product disclosure statement, 
prospectus or other applicable disclosure document before making any decision about whether to acquire the product. In 
preparing this report, the primary analyst or an individual who assisted in the preparation of this report has likely been in contact 
with the company that is the subject of this research for confirmation/clarification of data, facts, statements, permission to use 
company-sourced material in the report, and/or site-visit attendance.  Without prior approval from Research Management, 
analysts may not accept from current or potential Banking clients the costs of travel, accommodations, or other expenses 
incurred by analysts attending site visits, conferences, social events, and the like. Similarly, without prior approval from 
Research Management and Anti-Bribery and Corruption ("ABC") team, analysts may not accept perks or other items of value 
for their personal use from issuers they cover.

Additional information relative to securities, other financial products or issuers discussed in this report is available upon 
request. This report may not be reproduced, distributed or published without Deutsche Bank's prior written consent.

Backtested, hypothetical or simulated performance results have inherent limitations. Unlike an actual performance record 
based on trading actual client portfolios, simulated results are achieved by means of the retroactive application of a backtested 
model itself designed with the benefit of hindsight. Taking into account historical events the backtesting of performance also 
differs from actual account performance because an actual investment strategy may be adjusted any time, for any reason, 
including a response to material, economic or market factors. The backtested performance includes hypothetical results that 
do not reflect the reinvestment of dividends and other earnings or the deduction of advisory fees, brokerage or other 
commissions, and any other expenses that a client would have paid or actually paid. No representation is made that any trading 
strategy or account will or is likely to achieve profits or losses similar to those shown. Alternative modeling techniques or 
assumptions might produce significantly different results and prove to be more appropriate. Past hypothetical backtest results 
are neither an indicator nor guarantee of future returns. Actual results will vary, perhaps materially, from the analysis.

The method for computing individual E,S,G and composite ESG scores set forth herein is a novel method developed by the 
Research department within Deutsche Bank AG, computed using a systematic approach without human intervention.  
Different data providers, market sectors and geographies approach ESG analysis and incorporate the findings in a variety of 
ways.  As such, the ESG scores referred to herein may differ from equivalent ratings developed and implemented by other ESG 
data providers in the market and may also differ from equivalent ratings developed and implemented by other divisions within 
the Deutsche Bank Group.  Such ESG scores also differ from other ratings and rankings that have historically been applied in 
research reports published by Deutsche Bank AG.  Further, such ESG scores do not represent a formal or official view of 
Deutsche Bank AG. 

It should be noted that the decision to incorporate ESG factors into any investment strategy may inhibit the ability to participate 
in certain investment opportunities that otherwise would be consistent with your investment objective and other principal 
investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or higher than 
portfolios where ESG factors, exclusions, or other sustainability issues are not considered, and the investment opportunities 
available to such portfolios may differ. Companies may not necessarily meet high performance standards on all aspects of ESG 
or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with 
corporate responsibility, sustainability, and/or impact performance.
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