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12 June 2024 
 
EU and French elections: markets are nervous, but not panicking 
2024 was shaping up to be a crucial year in terms of elections, since 80% of the world's population has 
been or will be called upon to vote this year. This weekend's European elections brought their share of 
surprises. At a European level, the European People's Party (EPP, centre-right) came out on top, but 
Europe's far right made a historic breakthrough, with the Green Group one of the big losers. After India 
and Mexico, it is France that is the focus of investors' attention after the surprise announcement  of snap 
parliamentary elections by the President of the Republic Emmanuel Macron. 

 
A French problem, rather than a European one 

The rise of the far right at European level is no real surprise in itself, as there is no blocking minority within the 
European Parliament that could prevent it from functioning properly. As such, Ursula von der Leyen is still well  
placed to continue her mandate at the head of the European Commission, which would reassure and resto re 
visibility and continuity to European policy. So, it was the results in France and the announcement of snap 
parliamentary elections that created a surprise and a shockwave on the financial markets, both equity and rates.  
The National Rally (RN) received 31.5% of the votes, twice as much as Emmanuel Macron's party, with the Socialist 
Party coming in at third with 14% of the vote.  

This surprise announcement to dissolve the National Assembly is seen as bold but also uncertain. Elections will  
be held in two rounds, on 30 June and 7 July, to elect 577 members of parliament, with a majority of 289 being 
required. This political uncertainty is therefore worrying the financial markets for two reasons: firstly, concern s 
about a possible cohabitation and, hence, President Macron’s ability to continue his reform programme, and 
secondly, in the event of a victory for the RN, concerns about the budgetary drift of the French State. As a 
reminder, France's rating was downgraded by S&P to AA- barely ten days ago, against a backdrop of budgetary 
drift. 

 
Source: European Parliament. 
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Tensions over French debt  

The financial markets reacted negatively to this announcement and immediately punished all European debt, 
particularly French and Italian. The lack of visibility over the future parliament and the consequences for fiscal 
policy were at the heart of this reaction. Italian debt is also suffering, with the market anticipating a potential 
tightening of policy by the current far-right government in the event of a French coalition.  On the bond markets, 
yields 10-year OAT bonds (French government bonds) returned in two days to their highest level since November 
2023 at 3.25%. The spread between German and French debt has widened by around 0.15% in 2 days. This tension 
is real, but the absolute level remains moderate. We are a long way from the tensions of 2017, when the spread 
peaked at 0.80%, or even 1.90% at the height of the sovereign debt crisis in 2011.  

The ratio of public debt to gross domestic product (GDP) is over 110.6% and is expected to continue to deteriorate 
to 114% by 2027. France has not generated a primary budget surplus (i.e. tax revenues in excess of expenditure 
excluding interest charges) since 2001. The financial markets are thus worried about a new budgetary drift, and 
an additional cost of debt, which would have a snowball effect with a higher interest rate for refinancing leading 
to an even higher budget deficit for the French government. On today’s date, the average rate paid by the French 
State on its debt is 1.6%, which is still low in absolute terms, given that spending on the cost of the debt represents 
10.9% of the French budget. To put this into perspective, the interest burden represents 13% of the State 
expenditure of the United States of America, i.e. the third budget item. 

 

CAC 40 falls sharply on opening day 

The benchmark French stock market index CAC 40 lost as much as 2.4% at the start of trading on Monday - one 
of the biggest intraday falls in a year - to finish at -1.35%. French banks that lost the most ground, due to their 
exposure to the pressure on interest rates and hence the potential premium to be paid on the financial markets. 
Domestic stocks in sectors such as construction and transport were also targeted. However, this index is 
anything but domestic: only 15% of CAC 40 sales are generated in France.  Differentiation is therefore essential, 
but the use of futures markets to sell the stock market index independently of its composition can lead to major 
movements.  

 

To watch in the coming weeks 

It is difficult to predict the outcome of the forthcoming elections, but an absolute majority of the RN appears be 
an extreme scenario. However, if this were to happen, it would not be well received by the financial mark ets, 
because the economic programme remains vague. The rhetoric of leaving the European Union and abandoning 
the euro are no longer on the agenda, and the budgetary drift is strongly criticised, but the perception of foreign 
investors will be strongly affected, seeing a government that lacks experience to lead the country. In the event of 
a relative majority (somewhat similar to the Italian situation), this configuration is not ideal from a financial point  
of view, as it would mean a halt to the reforms under way and a deterioration of public finance.  

In the short term, tensions will persist over French debt, the sectors most exposed to the domestic economy and 
the euro. But as with any situation of tension, opportunities may open up for long-term investors. Europe's 
economy has improved this year, with the Euro Area GDP recently revised to 0.7 % for 2024, inflation has fallen 
faster than expected even if tensions persist, and the European Central Bank was able to cut rates last week. This 
environment has led us to view small and mid-caps more favourably, after 3 years of underperformance. Volatility 
in this segment could therefore offer new investment opportunities, and we will be keeping a close eye on 
developments in over the coming weeks. Overall, the European markets are still under-owned by international 
investors, so a withdrawal of these investors would have a more limited impact in our view. We remain positive 
on the dollar, which remains the safe-haven asset in times of uncertainty and offers a very positive carry rate 
against the euro. 

 
Alexandre DRABOWICZ 
Chief Investment Officer 
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DISCLAIMER 

 

This document entitled “CIO Perspectives” (the “Publication”) is issued for marketing communication only.  

The languages in which it is drafted form part of the working languages of Indosuez Wealth Management.  
The information published in the Publication has not been reviewed and is not subject to the approval or authorisation of any regulatory or market authority whatsoever, in whatever 
jurisdiction. 
The Publication is not intended for or aimed at the persons of any country in particular. The Publication is not intended for  persons who are citizens, domiciled or resident in a country or 
jurisdiction in which its distribution, publication, availability or use would contravene applicable laws or regulations. This document does not constitute or contain an offer or an invitation to 
buy or sell any financial instrument and/or service whatsoever. Similarly, it does not, in any way, constitute a strategy, personalised or gene ral investment or disinvestment recommendation 
or advice, legal or tax advice, audit advice, or any other advice of a professional nature. No representation is made that any investment or strategy is suitable and appropriate to individual 
circumstance or that any investment or strategy constitutes a personalised investment advice to any investor.  
The relevant date in this document is, unless otherwise specified, the editing date mentioned on the last page of this discla imer. The information contained herein are based on sources 
considered reliable. We use our best effort to ensure the timeliness, a ccuracy, and comprehensives of the information contained in this document. All information as well as the price, market 
valuations and calculations indicated herein may change without notice. Past prices and performances are not necessarily a gu ide to future prices and performances.  
The risks include, amongst others, political risks, credit risks, foreign exchange risks, economic risks and market risks. Be fore entering into any transaction, you should consult your 
investment advisor and, where necessary, obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. You are 
advised to contact your usual advisers in order to make your decisions independently, in light of your particular  financial situation and your financial knowledge and experience  

Foreign currency rates may adversely affect the value, price or income of the investment when it is realised and converted ba ck into the investor’s base currency.  
CA Indosuez a French company, the holding company for the Crédit Agricole group’s wealth management business, and its related subsidiaries or entities,  namely CA Indosuez (Switzerland) 
SA, CA Indosuez Wealth (Europe), CFM Indosuez Wealth, their respective subsidiaries, branches, an d representative offices, whatever their location, operate under the single brand Indosuez 
Wealth Management. Each of the subsidiaries, their respective subsidiaries, branches, and representative offices, as well as each of the other Indosuez Wealth Management entities are 
referred to individually as the “Entity” and collectively as the “Entities”.  

The Entities or their shareholders as well as its shareholders, subsidiaries, and more generally companies in the Crédit Agri cole SA group (the “Group”) and respectively their corporate 
officers, senior management or employees may, on a personal basis or in the name and on behalf of third parties, undertake tr ansactions in the financial instruments described in the 
Publication, hold other financial instruments in respect of the issuer or the guarantor of those financial instruments, or may provide or seek to provide securities services, financial services 
or any other type of service for or from these Entities. Where an Entity and/or a Crédit Agricole Group Entity acts as an investment adviser and/or manager, administrator, distributor or 
placement agent for certain products or services mentioned in the Publication, or carries out other services in which an Entity or the Crédit Agricole Group has or is likely to have a direct or 
indirect interest, your Entity shall give priority to the investor's interest.  
Some investments, products, and services, including custody, may be subject to legal and regulatory restrictions or may not b e available worldwide on an unrestricted basis taking into 
consideration the law of your country of origin, your country of residence or any other country with which you may have ties.  In particular, any the products or services featured in the 
Publication are not suitable for residents of US and Canada. Products and services may be provided by Entities under their contractual conditions and prices, in accordance with applicable 
laws and regulations and subject to their licence. They may be modified or withdrawn at any time without any notific ation.  

Please contact your relationship manager for further information.  

In accordance with applicable regulations, each Entity makes the Publication available: 

 In France: this publication is distributed by CA Indosuez, a public limited company with a ca pital of 584’325’015 euros, a credit institution and an insurance brokerage company registered 
with the French Register of Insurance Intermediaries under number 07 004759 and with the Paris Trade and Companies Register u nder number 572 171 635, whose registered office is 
located at 17, rue du Docteur Lancereaux - 75008 Paris, and whose supervisory authorities are the Prudential Control and Resolution Authority and the Autorité des March és Financiers. 

 In Luxembourg: the Publication is distributed by CA Indosuez Wealth (Europe), a limited company (société anonyme) under Luxembourg law with share capital of euros 415.000.000, 
having its registered office at 39 allée Scheffer L-2520 Luxembourg, registered with the Luxembourg Companies Register under number B91.986, an authorized credit institution 
established in Luxembourg and supervised by the Luxembourg financial regulator, the Commission de Surveillance du Secteur Fin ancier (CSSF). 

 In Spain: the Publication is distributed by CA Indosuez Wealth (Europe) Sucursal en España, supervised by the Banco de España (www.bde.es) and the Spanish National Securities Market 
Commission (Comision Nacional del Mercado de Valores, CNMV, www.cnmv.es), a branch of CA Indosuez Wealth (Europe), a credit institution duly registered in Luxembourg and supervised 
by the Luxembourg financial regulator, the Commission de Surveillance du Secteur Financier (CSSF). Ad dress: Paseo de la Castellana número 1, 28046 Madrid (Spain), registered with the 
Banco de España under number 1545. Registered in the Madrid Trade and Companies Register, number T 30.176, F 1, S 8, H M-543170, CIF (Company tax ID): W-0182904-C.  

 In Belgium: the Publication is distributed by CA Indosuez Wealth (Europe) Belgium Branch, located at 120 Chaussée de la Hulpe B -1000 Brussels, Belgium, registered with the Brussels 
Companies Register under number 0534 752 288, entered in the Banque-Carrefour des Entreprises (Belgian companies database) under VAT number 0534.752.288 (RPM Brussels), a branch 
of CA Indosuez Wealth (Europe).  

 In Italy: the Publication is distributed by CA Indosuez Wealth (Europe), Italy Branch based in Piazza Cavour 2, Milan, Italy, registere d in the Register of Banks no. 8097, tax code and 
registration number in the Business Register of Milan, Monza Brianza and Lodi n. 97902220157.  

 Within the European Union: the Publication may be distributed by Indosuez Wealth Management Entities authorised to do so under the Free Provision of Service s. 

 In Monaco: the Publication is distributed by CFM Indosuez Wealth, 11, Boulevard Albert 1er - 98000 Monaco registered in the Monaco Trade and Industry Register under number 56S00341, 
accreditation: EC/2012-08. 

 In Switzerland: the Publication is distributed by CA Indosuez (Switzerland) SA, Quai Général-Guisan 4, 1204 Geneva and by CA Indosuez Finanziaria SA, Via F. Pelli 3, 6900 Lugano and by 
their Swiss branches and/or agencies. The Publication constitutes marketing material and does not constitute the product of a  financial analysis within the meaning of the directives of 
the Swiss Bankers Association (SBA) relating to the independence of financial analysis within the meaning of Swiss law. Consequently, these directives are not applicable to the Publication. 

 In Hong Kong SAR: the Publication is distributed by CA Indosuez (Switzerland) SA, Hong Kong Branch, Suite 2918, Two Pacific Pl ace, 88 Queensway. No information contained in the 
Publication constitutes an investment recommendation. The Publication has not been referred to the Securities and Futures Commission (SFC) or any other regulatory authority in Hong 
Kong. The Publication and products it may mention have not been authorised by the SFC within the meaning of sections 103, 104, 104A or 105 of the Sec urities and Futures Ordinance (Cap. 
571) (SFO).  

 In Singapore: the Publication is distributed by CA Indosuez (Switzerland) SA, Singapore Branch 168 Robinson Road #23-03 Capital Tower, 068912 Singapore. In Singapore, the Publication 
is only intended for persons considered to be high net worth individuals in accordance with the Monetary Authority of Singapo re's Guideline No. FAA-G07, or accredited investors, 
institutional investors or expert investors as defined by the Securities and Futures Act, Chapter 289 of Singapore. For any q uestions concerning the Publication, recipients in Singapore 
can contact CA Indosuez (Switzerland) SA, Singapore Branch. 

 In the DIFC-UAE: the Publication the brochure is distributed by CA Indosuez (Switzerland) SA, DIFC Branch, Al Fattan Currency House, Tower 2 – Level 23 Unit 4 DIFC PO Box 507232 Dubai 
– UAE a company regulated by the Dubai Financial Service Authority (“DFSA”). This brochure is intended for professional client and/or market counterparty only and no other person should 
act upon it. The financial products or services to which this publication relates will only be made available to a client who  meets the DFSA professional client and /or market counterparty 
requirements. This brochure is provided for information purposes only. It is not to be construed as an offer to buy or sell o r solicitation of an offer to buy or sell any financial instruments 
or to participate in any particular trading strategy in any jurisdiction.  

 
 In the UAE: the Publication is distributed by CA Indosuez (Switzerland) SA, Abu Dhabi Representative Office, Zayed - The 1st Street- Al Muhairy Center, Office Tower, 5th Floor, P.O. Box 

44836 Abu Dhabi, United Arab Emirates. CA Indosuez (Switzerland) SA operates in the United Arab Emirates (UAE) via its representative office which comes under the supervisory authority 
of the UAE Central Bank. In accordance with the rules and regulations applicable in the UAE, CA Indosuez (Switzerland) SA representation office may not carry out any banking activity. The 
representative office may only market and promote CA Indosuez (Switzerland) SA's activities and products. The Publication doe s not constitute an offer to a particular person or the general 
public, or an invitation to submit an offer. It is distributed on a private basis and has not been reviewed or approved by th e UAE Central Bank or by another UAE regulatory authority.   

 Other countries: laws and regulations of other countries may also limit the distribution of this publication. Anyone in possession of this publication must seek information about any legal 
restrictions and comply with them. 

The Publication may not be photocopied or reproduced or distributed, in full or in part, in any form without the prior agreement of your Bank.  
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