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CREDIT AND FINANCING

Consumer credit:
recent trends and profile of borrowers

Jérôme Coffinet,
Christophe Jadeau
Engineering and Statistics Project
Management Department
Statistical Engineering
and Methods Division

The French consumer credit market continues to undergo significant change. Strong growth
in consumer credit is not accompanied by an increase in the proportion of gross household
income taken up by interest expenses, while the proportion of total new lending accounted
for by revolving credit facilities is declining.
Revolving credit facilities are used more to finance one‑off cash requirements, for small
amounts, though they remain a driver of over‑indebtedness. Furthermore, an analysis of
borrowers with revolving credit facilities reveals a dichotomy between modest‑income
households, borrowing at high rates of interest, and more well‑to‑do customers, whose
revolving credit facilities have characteristics similar to those of personal loans (also known
as redeemable loans).
The redeemable loans market encompasses a more diverse range of situations. Loans for
small amounts are mostly taken out by households with median annual incomes borrowing
for terms of less than four years, while loans for larger amounts are more dispersed in terms
of both loan term and household income. The interest rate on personal loans declines as the
borrower’s income rises, with the impact reaching as much as several percentage points.

Keywords: consumer credit,
credit cycle, interest rate,
personal loans,
revolving credit facility
JEL codes: E21, E32, E43, E51.
NB: The authors would like
to thank Rafal Rogalski for
his excellent statistical help
in conducting this research.

Key figures
2.1% annual growth rate of consumer loans
to French households in June 2015
EUR 148 billion total outstandings on consumer
loans and credit facilities held by French personal
borrowers in June 2015
69% proportion of point‑of‑sale personal loans
and credit facilities
83% proportion of over‑indebtedness cases
involving a consumer credit debt
19.8% one‑quarter of all revolving credit facilities
under EUR 3,000 have an annual percentage rate
in excess of this threshold

Interest rate distribution in April 2015,
by amount band
New revolving credit facilities
(annual percentage rate – APR; amounts in euro)
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H

ouseholds use short‑term credit facilities
(or consumer loans) to help finance
their consumer spending. The support
this provides for national output ‒ but also for
imports of goods and services ‒ can thus take
over from regular household income. The current
economic environment, characterised by weak
growth, helps make this a particularly important
macroeconomic issue.
After highlighting the upturn in consumer credit
observed in France since the second half of 2014,
this paper analyses in greater depth the decline
in consumer credit interest rates over the course
of the year. It reveals a buoyancy that is atypical
in Europe, explained by the specific characteristics
of consumer loans taken out by French households.

C1

Consumer credit growth rate
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(other countries and euro area). Scope: households and non‑profit institutions serving households.

New consumer lending is buoyant
and robust in France
Strong growth in consumer credit
since the second half of 2014

C2

New consumer lending and vehicle registrations

(seasonally adjusted in EUR billions)

7

Following a period of slight contraction in 2012
and 2013, total consumer credit outstandings
in France have been rising since June 2014
(see Chart 1). In this context, the annual growth
rate of consumer credit in France (around 2% since
October 2014) was still higher in June 2015 than
in the main euro area countries (1.7% in Germany
and Spain; 1.8% for the euro area as a whole),
with the very recent exception of Italy (10.3%).
This growth in consumer credit comes at the same
time as a slight improvement in the economic
climate: household consumption in the euro area
has been rising more strongly since the end
of 2014. In France, the upturn in consumer
credit is also linked to an increase in new vehicle
registrations (see Chart 2). Indeed, the proportion
of consumer credit debt used to purchase a vehicle
is structurally predominant across all categories
of loans with the exception of revolving credit

6
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Sources: Banque de France, Insee.

facilities (see Appendix, Chart 1A). Furthermore,
the monthly bank lending survey confirms an
upturn in the demand for consumer loans since
the second half of 2014 (see Appendix, Chart 2A).
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Growth in consumer credit is driven
by personal loans

C3

16

In France, personal loans account for the majority of
total consumer credit outstandings. In June 2015, of
the EUR 148 billion in outstandings on short‑term
personal credit facilities, all general purpose personal
loans and point‑of‑sale credit facilities (which
include all specific‑purpose personal loans and
instalment credit sales), including securitised
loans, represented EUR 102 billion, equating
to 69% of the total (see Appendix, Chart A3).
While redeemable loan outstandings are rising, the
annual growth rate of revolving credit facilities is
still negative, reflecting the substitution of personal
loans for revolving credit facilities.
Since the introduction in 2011 of the new usury
limits laid down in the Act of 1 July 2010 reforming
consumer credit (known as the “Lagarde Act”) and
the requirement for lenders to inform borrowers
taking out revolving credit facilities of the option
of taking out a personal loan, the decline in
outstandings on revolving credit facilities has been
accompanied by a redistribution of market share,
with specialist institutions losing share to retail
banks (see Appendix, Chart A4). In 2015, for the
first time, the majority of revolving credit facilities
were extended by non‑specialist institutions.
The role of consumer credit in household
over‑indebtedness is declining
The upturn in consumer credit in France comes at
a time when the ratio of household debt through
consumer credit, which declined significantly
between 2006 and 2013, has since held steady at
a level slightly above that of the main euro area
countries (see Chart 3).
Furthermore, while consumer credit debt continues
to account for a predominant proportion of
over‑indebtedness cases, this proportion has
been declining steadily since 2011. From 2011 to
mid‑2015, the proportion of over‑indebtedness
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C4 Role of property debt and consumer credit debt in over‑indebtedness
cases (proportion of relevant cases)
(%)
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Source: Banque de France.
Interpretation: In the first quarter of 2011, 90.4% of over‑indebtedness cases involved at least one consumer
credit debt.

cases involving at least one property debt rose from
8.8% to 12.5%, while the proportion involving
consumer credit debt fell from 90.4% to 84.3%
(see Chart 4). Furthermore, over‑indebtedness
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also has non‑banking‑related causes (job loss
in 23% of cases, life events in 41% of cases and
budget constraints in 17% of cases, while 14%
of paths to over‑indebtedness are characterised by
the routine use of credit), the frequency of which
is tending to increase. 1

the Lagarde Act is that the mechanism for regulating
usury rates is effective when rates are scattered.
Indeed, when the average rate is very close to
the maximum rate (corresponding to the legal
maximum), the definition of the usury limit
(four‑thirds of the average effective rate observed
over the previous quarter) automatically perpetuates
the concentration of rates around the limit. This can
be seen with usury limits on consumer loans for
amounts under EUR 3,000 (see Table 1).

Significant decline in consumer credit
interest rates in France
Decline in interest rates on personal loans
and revolving credit facilities

More specifically, average rates go hand‑in‑hand
– for some categories – with a high level of dispersion
of the individual underlying rates. Interest rates on
new personal loan facilities are thus spread across
a wide range of values and remain far from the
usury limit across all amount bands. Conversely,
at least 25% of revolving credit facilities used in
the month carry an interest rate close to the usury
rate (see Chart 5).

The reform of usury limits was intended to make
new lending via revolving credit facilities more
responsible by requiring lenders to propose a
personal loan as an alternative solution to a revolving
credit facility and bringing interest rates on the
two types of loans closer together by applying
common usury limit categories. Since the end
of the transitional period and with interest rates
declining across the board, usury limits as a whole
have fallen significantly, with the exception of that
applicable to loans under EUR 3,000.

While the across‑the‑board decline in consumer
credit interest rates is natural in the current
economic and monetary environment, the scale
of this decline is greater in France than in both
the euro area and the United Kingdom. As such,
average interest rates applied in France are relatively
low: 4.4% for redeemable loans and 6.6% for
revolving credit facilities and overdrafts in June 2015
(see Appendix, Chart A5).

In the latter category, interest rates are highly
concentrated around the usury limit for revolving
credit facilities for very small amounts. One of
the findings of analyses in connection with

1 See, in particular,
the Banque de France study
of paths to over-indebtedness:
https://www.banque-france.fr/
fileadmin/user_upload/banque_
de_france/La_Banque_de_
France/etude-parcours-menantau-surendettement-2015.pdf

T1 Consumer loan usury limits by amount band
(% interest rates)

Amount
Q1

Q2

2013
Q3

Q4

Q1

Q2

2014
Q3

Q4

Q1

2015
Q2

Q3

Up to EUR 3,000

20.30

20.29

20.09

20.23

20.23

20.27

20.35

20.28

20.25

20.23

20.04

EUR 3,000‑6,000

16.25

16.25

15.77

15.17

15.12

15.09

14.81

14.59

14.37

14.15

13.83

More than EUR 6,000

11.48

11.48

11.05

10.52

10.35

10.21

9.79

9.47

9.21

9.04

8.48

Source: Banque de France.
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C5 Distribution of interest rates in April 2015, by amount band
(annual percentage rate – APR; amounts in euro)

a) New personal loans

b) New revolving credit facilities
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Source: Banque de France.

Interest rates on redeemable loans in France have
fallen more rapidly since 2014. This phenomenon
is partly explained by a composition effect: since
the Act entered into force, the maximum amount
of consumer loans has risen from EUR 21,500
to EUR 75,000, while at the same time, the
minimum amount for a renovation loan to be classed
as a property loan has been raised to EUR 75,000.
Renovation loans for amounts between EUR 21,500
and EUR 75,000 have thus moved from the
category of property loans to that of consumer
loans. Since such loans usually carry lower rates
of interest than traditional short‑term loans, and
since their interest rates usually decline as the loan
amount increases, the inclusion of new loans for
large amounts has contributed to the observed
decline in interest rates. In fact, the proportion
by value of new personal loans represented by
personal loans over EUR 6,000 increased from
58% in July 2013 to 62% in April 2015, while the
proportion represented by loans under EUR 3,000
declined from 21% to 17%.

Interest rates are driven by loan characteristics
(term/amount)…
Interest rates on personal loans are spread across the
entire range of possible rates, reflecting in particular
the variety of financial needs, the multiplicity of
available financing solutions and the diversity of
borrowers (see Appendix, Chart A6).
Multidimensional representations (see Charts 6a and
6b) show areas of concentration in loans extended
to households depending on their characteristics
(interest rate, amount and term). The darkest
areas show the most frequently extended loans,
emphasising areas of concentration in new lending.
It thus appears that interest rate dispersion tends
to increase with loan amount and decrease with
loan term. Distributions are also heavily affected
by rounding: the concentration of loans around
certain interest rates and terms reflects the existence
of standard financing solutions or the effect of
marketing campaigns.
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Multidimensional representation of the frequency of personal loans (new loans extended in July 2014)

(horizontal axis: amounts in thousands of euro; vertical axis: % APR;
colour scale: % probability of finding a combination of X and Y)

(horizontal axis: term in years; vertical axis: % APR; colour scale: % probability of finding
a combination of X and Y)

a) By interest rate and amount

b) By interest rate and term
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Source: Banque de France.
Interpretation: Each square represents a partition of amounts and interest rates at predefined
intervals, while the colour depth of each square corresponds to the frequency with which new
loans corresponding to those intervals are observed. For example, the first black square at
bottom left indicates that, of all new personal loans under EUR 20,000 extended in July 2014,
0.87% was for amounts between EUR 4,900 and EUR 5,300 and carried interest rates of
between 2.9% and 3.3%.

Interest rates on revolving credit facilities remain
highly concentrated around levels close to the
usury limit: for loans over EUR 3,000, while
the lowering of legal limits has had a marked
C7

Interpretation: 2.1% of new personal loans under EUR 20,000 extended in July 2014 were for
terms of between 4.9 and 5.1 years and carried interest rates of between 7.1% and 7.5%.

impact on interest rates observed, interest rate
dispersion has not increased (see Chart 7).
The empirical standard deviation of interest
rates, which measures their dispersion, decreased

Distribution of interest rates on revolving credit facilities, by amount band

(horizontal axis: % interest rate; vertical axis: % proportion of total)
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Interpretation: 20.3% of all revolving credit facilities under EUR 3,000 taken out in April 2015 were extended at an interest rate of higher than 20%.
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Distribution of average outstandings on revolving credit facilities

(%; amounts in thousands of euro)
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significantly between January 2014 and April 2015,
falling from 217 to 189 basis points 2 for revolving
credit facilities over EUR 6,000, and from 393
to 334 basis points for those between EUR 3,000
and EUR 6,000. Conversely, for loans under
EUR 3,000, the usury rate held steady at around
20% in the second quarter of 2015 and effective
interest rates remained relatively concentrated
around their maximum level (20.3% of relevant
loans carried an interest rate of between 20% and
20.23% in April 2015). The empirical standard
deviation held relatively steady, rising from
552 basis points in January 2014 to 554 basis
points in April 2015.
Average outstandings on revolving credit facilities
in use remained below EUR 1,000 in most cases,
reflecting the mainly one‑off and limited use of
this product type to meet cash shortfalls or make
certain purchases, for example small household
appliances (see Chart 8).
…but also by type of lender and borrower
characteristics
Simple modelling of personal loan interest rates
makes it possible to visualise the relationship

between interest rate on the one hand and
loan term and amount and borrower’s income
on the other. Chart 9 represents interest rates
on personal loans of various amounts by term
and borrower’s income. Colours are also used to
indicate concentration of loans by characteristic.
Interest rates thus appear not only to increase
with loan term, but also clearly to decrease with
the borrower’s income. This latter effect can be as
much as two percentage points on loans for large
amounts. The analysis also serves to highlight the
most common characteristics when extending
new loans (shown in red in the charts), which
correspond to loans to borrowers with annual
incomes of between EUR 20,000 and EUR 40,000
and for terms of between two and four years for
amounts between EUR 2,500 and EUR 3,000,
and longer than four years for amounts between
EUR 9,000 and EUR 11,000.
As regards revolving credit facilities, very significant
divergences may be observed depending on the
type of lender (retail bank or specialist institution):
in June 2015, specialist institutions applied an
average interest rate of 13.1%, compared with
4.8% for retail banks (see Appendix, Chart A7).
Furthermore, the median annual income

Quaterly Selection of Articles Banque de France No. 40 - Winter 2015-2016
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Relationship between interest rate, amount and term for personal loans extended by banks in July 2014

(width: income in thousands of euro; depth: term in years; height: % APR; colour scale: % frequency with which income and term intersect)

a) Amounts between EUR 2,500 and EUR 3,000

b) Amounts between EUR 9,000 and EUR 11,000

Source: Banque de France.
Interpretation: colour shading is used to distinguish those loans that are the most frequently extended: an intersection (term/income) combined with green colouring indicates a low
concentration of loans for this pair of characteristics. Conversely, orange or red colouring indicates a higher concentration.

of borrowers taking out revolving credit facilities
is EUR 57,000 for customers using the traditional
retail banking channel and only EUR 27,000 for

C10

those using specialist institutions. The combination
of modest incomes and high interest rates may
explain situations of over‑indebtedness.

Frequency, by interest rate and average outstandings, of revolving credit facilities under EUR 3,000 (July 2014)

(horizontal axis: average debit balance used in thousands of euro; vertical axis: % APR; colour scale: % probability of finding a combination of X and Y)

a) Specialist institutions

b) Banking channel
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Source: Banque de France.
Interpretation: 6.1% of revolving credit facilities under EUR 3,000 extended by specialist
institutions in July 2014 were for amounts between EUR 60 and EUR 120 and carried an
interest rate of 20.35%.
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Interpretation: 1.85% of revolving credit facilities under EUR 3,000 extended by banks
in July 2014 were for amounts between EUR 60 and EUR 120 and carried an interest rate of
between 12.6% and 13%.
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An analysis of frequencies by narrow bands of
interest rates and average outstandings confirms
that loans under EUR 3,000 extended by specialist
institutions mostly consist of very small loans at
high rates of interest (see Chart 10a). Conversely,
the retail banking channel shows a wider range of
characteristics, whether in terms of the interest rate
applied or the debit balance used (see Chart 10b).
For revolving credit facilities over EUR 6,000,
the same duality by type of lender can be seen,
though with a wider range of amounts.
* *
Consumer credit plays an important role in
financing the economy: by supporting household
consumption, it contributes to growth. Since the
Act of 1 July 2010 entered into force, there has
been a gradual shift towards more responsible,
diversified and competitive consumer lending.
Outstandings on revolving credit facilities have

declined, compensated for by an increase in
personal loan outstandings, while providing the
same overall level of support for demand.
A detailed analysis shows that the profile of
borrowers holding revolving credit facilities differs
significantly from that of those holding personal
loans. Furthermore, interest rates on revolving credit
facilities extended by specialist institutions appear, on
average, to be higher than those on similar facilities
extended by retail banks. The latter now account for
a predominant share of the market. Finally, all other
things being equal, interest rates on revolving credit
facilities and personal loans decline – sometimes
substantially – as borrowers’ income rises.
The Banque de France will continue to regularly
analyse the detailed characteristics of consumer
credit, in keeping with the importance of this
source of financing and growth and its potential
impact on the financial position of households,
and particularly the most vulnerable among them.
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Appendix
Additional detailed data
CA1

Initial purpose of consumer loans

(%)

a) Distribution of outstandings by initial purpose:
personal loans

b) Distribution of outstandings by initial purpose:
revolving credit facilities

24
5
4

68
91

8

c) Distribution of outstandings by initial purpose:
instalment credit sales

d) Distribution of initial amounts by purpose:
lease finance

16
1
5
99

79

Vehicle purchase

Purchase of other capital goods

Other reasons

Sources: Banque de France, Insee.
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CA2 Lenders’ assessment of changes in supply and demand
for consumer credit
(%)
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-3

Annual growth rate of short-term credit facilities to households (right-hand scale)
Demand for consumer credit (left-hand scale)
Source: Banque de France.
Note: The balance of responses is weighted based on the proportion of total outstandings represented
by each bank. Monthly bank lending survey.

CA3 Breakdown of consumer loan outstandings by loan type
(%)
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49
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General purpose personal loans
Securitised loans
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Point-of-sale loans
Lease finance
Other
Overdrafts

10
Source: Banque de France.
Note: In the new statistical reports of December 2014, the distinction between instalment credit sales and
personal loans was replaced by a distinction between point‑of‑sale loans (specific‑purpose personal loans
and instalment credit sales) and general purpose personal loans. Furthermore, the majority of outstandings on
securitised consumer loans consist of personal loans in the broadest sense. Outstandings are seasonally adjusted.
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Market share of outstandings on revolving credit facilities by type of lender

(%)
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Consumer credit: recent trends and profile of borrowers

Distribution of personal loan interest rates, by amount band
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The 20th anniversary of the Banque de France
Foundation for research in monetary,
financial and banking economics
The Banque de France Foundation for research in monetary, financial and banking
economics, recognised as being of public utility by Decree of 8 August 1995, has just
celebrated its 20th anniversary. This article goes over the missions and governance of the
Banque de France Foundation and describes its main actions for promoting and leading
research. The article concludes by reviewing the work of the Foundation and the new
prospects in a context marked by heightened research activity at the Bank and the creation
of partnerships between the Bank and several universities. A separate box presents the
anniversary conference held on 14 September 2015 at the Banque de France (see box:
“The 20th anniversary conference of the Banque de France Foundation”).
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Missions and governance
The aim of the Banque de France Foundation as
set out in its statutes is to “promote theoretical and
applied research in the field of monetary, financial
and banking economics”. The Foundation therefore
constitutes a patronage initiative aimed primarily
at promoting research in monetary and financial
economics, which is considered as a public good

The 20th anniversary of the Banque de France Foundation
for research in monetary, financial and banking economics

and is potentially useful for economic policy
decision-making.1 In parallel, the Foundation
has strived to develop links between academics,
Banque de France economists and the financial
community in general. In its twenty years of
existence (see Box 1 “History and statistics”), the
Foundation has set up a recognised programme
of calls for research projects and several prizes for
the benefit of young researchers. It has launched

1 For the link between the
Banque de France, its research
activities and its research
sponsorship policy, see the
article by Pagès (H.)
“The Banque de France, research
and patronage” in this QSA.

Box 1

History and statistics
Milestones
1992
1995
1996
1999
2001
2002-2005
2004
2005
2008
2011
2013

Decision of the General Council of the Banque de France to create a foundation for research in monetary,
financial and banking economics.
Creation of the Banque de France Foundation for research in monetary, financial and banking economics
(with an initial capital of FRF 10 million) recognised as being of public interest (Decree of 8 August 1995).
Creation of a Scientific Committee and launch of the first call for research projects.
First “Journées” of the Foundation.
Creation of the Thesis Prize (in partnership with the AFSE – the French Economics Association – since 2007).
Economic policy forums bringing together academics and "practitioners".
Creation of the Visiting Scholars Programme.
Creation of the Scientific Council that incorporates the former Scientific Committee (renamed the Evaluation Committee).
Creation of the Young Researcher in Economics Prize.
Creation of the biannual Joint French Macro Workshop.
Launch of the Foundation’s twitter account, @fondationBDF for making announcements.

Key figures (1995-2015)
Number of researchers who have participated in Foundation programmes
Countries of residence of researchers
Number of recipient research centres
Number of research grants awarded
Total amount awarded in grants (in 2015 euro a))
Number of Google Scholar citations (August 2015)
Number of recipients of the Thesis Prize
Number of recipients of the Young Researcher Prize
Seminars
Economic Policy Forums
Joint French Macro Workshops
Journées de la Fondation
Number of visiting scholars
Amount of subsidies granted (in 2015 euro a))

425
26
167
81
2,367,554
8,400
18
22
158
5
8
10
99
814,331

Source: Banque de France Foundation, authors’ calculations.
a) Based on HICP.
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a very appreciated visiting scholars programme.
It has also regularly funded major national and
European research associations. Finally, it has
organised numerous events (seminars, workshops
and conferences).
The Foundation is governed by a Board of
Directors, chaired by the Governor of the Banque
de France and composed of three other Banque de
France administrators, representatives of research
institutions (universities and international research
organisations) and government representatives,
notably from the Ministry of the Economy and
Finance and the Ministry of Research and Higher
Education. In addition, the Foundation is assisted
by a Scientific Council composed of twenty
renowned French and foreign academics (and
representatives of international organisations).
This body expresses an opinion on the topics
of the calls for project proposals and on any
matter relating to the Foundation’s strategy or
activity. A subset of this Council, the Evaluation
Committee, assesses the research projects received
following the calls for proposals. The Foundation’s
governance is thus multiparty and open to the
academic world, which is conducive to the
development of common interest initiatives in
favour of economic research.

Promoting research through research
grants and prizes awarded to young
researchers
Awarding research grants to promote the
highest standard of research across the world
Calls for research projects are the Foundation’s
flagship programme for promoting economic
research. The Foundation’s research grants are
awarded to teams affiliated to universities or other
research bodies. Once the research topics have

The 20th anniversary of the Banque de France Foundation
for research in monetary, financial and banking economics

been decided by the Board of Directors, after
consultation with the Scientific Council, projects
are selected through a call for tenders published
on the Bank’s website and on the websites of
international research networks. The proposals
received are examined by at least two members of
the Evaluation Committee and assessed according
to several criteria which determine the validity
of the project and the credibility of the research
team. The Board generally selects a shortlist
of eight projects, which are presented to the
Evaluation Committee at a seminar held behind
closed doors. The final decision is taken by the
Board based on the opinion of the Evaluation
Committee. Typically, the Foundation awards
four research grants per year, representing a
total of around EUR 120,000. Once the project
has been selected, the winning teams must aim
to carry out their research according to the
selection criteria of leading scientific journals.
A preliminary version of the project is presented
at a Banque de France seminar open to the
public. The finalised project is also presented at
an international conference, the Journée de la
Fondation, organised every two years.
The Foundation’s research grants programme has
proved a resounding success since its launch, with
about sixty high-level applications in the main areas
of monetary, financial and banking economics.
The Foundation has awarded 81 research grants,
representing EUR 2.4 million, to 180 researchers
affiliated to 89 universities and research centres
worldwide. The articles funded by these grants have
been published in the best scientific journals such
as the American Economic Review, the Journal of
Finance, the Quarterly Journal of Economics, and
the Review of Economics Studies (see Chart 1 and
Tables 1 and 2). A large number of these articles
have proved influential, as measured by the number
of projects cited in the “Google Scholar” search
engine (see Table 3).
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2 For detailed elements of the
Foundation’s activity over its first
twenty years of existence,
see also Bê Duc (L.) (2015),
“Foundation’s 20th anniversary
booklet”. See also the website
of the Foundation: www.
fondationbdf.fr
3 For a list of grants awarded
by the Foundation, see
the appendix of the Foundation’s
20th anniversary booklet (2015)
or the Foundation’s website:
www.fondationbdf.fr
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T1 Main research centres receiving grants
from the Foundation (1997-2015)
(Ranking based on the number of grants awarded. For the same
number of grants, the ranking is based on the cumulative amount of
grants received)

Number
of grants
6
6
5
5
5
4
4
4
3
3
3
3
3
3
3

London Business School
Toulouse School of Economics
New York University
Paris School of Economics /Paris I
Princeton University
London School of Economics
UC Los Angeles
Universitat Pompeu Fabra
Boston University
Università di Salerno
Sciences Po Paris
Goethe Universität Frankfurt-am-Main
INSEAD
University of Chicago
EUI Florence
Source: Banque de France Foundation.

T2 Publication of papers funded
by the Foundation in top-ranked journals
(according to CNRS ranking)

Journals
American Economic Review
Journal of Finance
Management Science
Quarterly Journal of Economics
Review of Economic Studies
Economic Journal
European Economic Review
Journal of Econometrics
Journal of Economic Theory
Journal of Finance and
Quantitative Analysis
Journal of Financial Economics
Journal of International Economics
Journal of Monetary Economics
Journal of Money Credit and
Banking
Journal of the European Economic
Association
Source: Banque de France Foundation.
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Number of
papers
6
2
1
1
1
1
1
1
1

CNRS
ranking
1*
1*
1*
1*
1*
1
1
1
1

1
2
1
3

1
1
1
1

3

1

2

1
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Breakdown of research grants by recipients’ country of origin

(cumulative grants for 1997-2015, EUR thousands, 2015 euro a))
700
600
500
400
300
200
100
0
United France United
Italy Switzerland Spain Germany International Other
States
Kingdom
organisations
Source: Banque de France Foundation, authors’ calculations.
a) Based on the HICP.

The Thesis Prize and the Young Researcher
in Economics Prize
The Thesis Prize of the Banque de France
Foundation was created in 2001. It aims at
rewarding the best thesis in monetary, financial
and banking economics. Since 2007, the prize,
which amounts to EUR 3,000, has been awarded
in partnership with the Association française de
science économique (AFSE). The jury is composed
of members appointed by the Foundation and by
the AFSE and the Foundation Prize is awarded at
the annual conference of the AFSE.
The Young Researcher in Economics Prize,
introduced in 2008, is awarded to researchers in
economics affiliated to a French university and
who have held a PhD for less than five years.
This prize consists of a financial award (currently
EUR 3,000) and the funding of a partial release
from teaching hours (maximum of 80 hours of
teaching over the following two academic years).
The Foundation provides financial compensation
to the university or research institute that has
released the prize-winner from his/her teaching
duties. In the opinion of the prize-winners, the
funding of a partial release from teaching is very
useful for freeing time for research at the start

4 The Foundation’s Thesis Prize
is awarded at the same time as
that of the AFSE, which is partly
funded by the Foundation.
5 Since 2013, non-lecturers
may still apply, but only one prize
may be awarded to a non-lecturer
each year.
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T3 Top 10 most cited papers financed by the Foundation
(Number of Google Scholar citations, August 2015)

Year of
publication
2007
2009
2007
2012
2002
2000

Authors

Olivier Blanchard, Jordi Galí
Philippe Aghion, Philippe Bachetta,
Romain Rancière, Kenneth Rogoff
Viral Acharya, Timothy Johnson
Giancarlo Corsetti, André Meier, Gernot Müller
Marco Pagano, Alisa A. Röell, Josef Zechner

2012

Xavier Freixas, Bruno M. Parigi,
Jean‑Charles Rochet
Viral Acharya, Denis Gromb, Tanju Yorulmazer

2014
2009

Philip R. Lane, Peter McQuade
Elena Loutskina, Philip Strahan

2014

Rachel Ngai, Silvana Tenreyro

Title

Number of Google
Scholar citations
(annual average)
94

Monetary policy, labor market rigidities and oil price shocks.
Exchange rate volatility and productivity growth.
The role of financial developments.
Insider Trading in Credit Derivatives.
What determines government spending multipliers.
The geography of equity listing: why do
European companies list abroad.
Systemic risk, interbank relations and liquidity
provisions by the Central Bank.
Imperfect competition in the interbank market for
liquidity as a rationale for central banking.
Domestic credit growth and international capital flows.
Securitization and the declining impact of bank finance
on loan supply: evidence from mortgage orignations.
Hot and cold seasons in the housing markets.

Total number of
Google Scholar
citations
748

83
66
63

524
555
180

58

743

57

856

53
42

178
69

42
37

265
89

Source: Banque de France Foundation, Google Scholar, authors’ calculations.

of their academic career when the teaching load
(preparation of new courses) is substantial.

T4 Main centres (or programmes) receiving
financial subsidies from the Foundation
(8 largest recipients, cumulative subsidies, 2015 euro*)

Supporting research through subsidies,
the organisation of events and the visiting
scholars programme
The Foundation has contributed to supporting
economic research by providing financial subsidies
to associations and research institutes and by
organising seminars and symposiums, as well as
through its visiting scholars programme. These
actions have fostered rich and numerous interactions
between academia and the Banque de France.
Supporting associations and research
institutions
Since its creation, the Foundation has awarded
approximately EUR 814,000 in subsidies.
Two-thirds of the funds have gone to a dozen
associations and other research institutions, and
the remaining third has been used to fund the

Amount
(2015 euro a))
Association pour le développement
de la recherche en économie et statistiques
(ADRES)
Centre for Economic Policy Research (CEPR)
Association française de finance (AFFI)
European Economic Association (EEA)
Association française de science économique
(AFSE)
Séminaire macro Jourdan/PSE
GDRE Monnaie banque et finance
Centre international d'études monétaires
et bancaires (CIMB)

188,992
134,977
120,765
80,586
78,838
67,763
30,886
24,875

Source: Banque de France Foundation, authors’ calculations.
a) Based on the HICP.

organisation of symposiums and seminars (close
to 150 events have been financially supported
by the Foundation). Table 4 presents the main
associations and events that have received funds
since 1996.
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Organising seminars, workshops
and symposiums
The seminars, workshops and conferences organised
by the Foundation have given rise to many exchanges
between Bank economists, university academics
and financial sector participants. Overall, more
than 300 research papers have been presented at
events organised by the Foundation. Among these
events, it is worth noting the creation in 2011 of
the Joint French Macro Workshop aimed especially
at young macroeconomists based in Europe and
co-organised with some of the leading French
research centres: École Polytechnique/CREST;
PSE; Sciences Po and TSE.
The Visiting Scholars Programme
The Foundation’s Visiting Scholars Programme
was set up in 2004. It enables researchers selected
via a tender process to spend between one and
three weeks at the Banque de France and exchange
with in-house teams as well as with the academic
community. These collaborations have led to the
publication of a large number of joint papers
(22 joint working papers, and five articles published
in peer-reviewed journals, and four other projects
currently under review). While the indirect effects
of these visits seem more difficult to measure,
the feedback from the visiting scholars and the
Bank teams are very positive. Overall, close to
100 researchers, from 20 different countries (see
Chart 2a), have been invited by the Foundation
to work on a relatively wide range of topics (see
Chart 2b). In addition to the Visiting Scholars
Programme, it is worth mentioning the visits by
recipients of research grants at the Bank and other
research centres in France. These visits have been
part of the grants programme since 2013.

Assessment and outlook
For twenty years, through its research grants, the
Banque de France Foundation has contributed to

24
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Foundation Visiting Scholars (2004-2015)

(in %)

a) Geographical breakdown
10

9
6 5

10
10

89

15
15
16

United States
United Kingdom
Canada
International organisations
France
Italy

Austria
Switzerland
Denmark
Spain
Other

18

b) Breakdown by research topic
13

38

20

Monetary macro
Finance
International economics
Microeconomic analysis

32
Source: Banque de France Foundation, authors’ calculations.

promoting cutting-edge economic research by
fostering international collaborations. In doing
so, the Foundation has also endeavoured to foster
French universities by granting subsidies to major
national research associations, by encouraging
grant applications from candidates affiliated to a
French university and by financing stays in France
of renowned foreign researchers. In addition, the
Foundation has played a federative role, as evidenced
by the creation under its aegis of the Joint French
Macro Workshop co-organised with a number of
leading French universities such as the Toulouse
School of Economics, the Paris School of Economics
and Sciences Po. This workshop also illustrates the
Foundation’s policy of providing strong support
to promising “young researchers”, which is also
evidenced by the creation of the “Young researcher
in economics” prize and the Foundation’s explicit
intention to encourage, when awarding grants
and for projects of equal scientific quality, those
projects led by young teams.

6 Visit of at least one week
for one of the researchers of
the winning teams, who is not
affiliated to a French university.
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Over the past few years, the Banque de France has
significantly increased its commitment to economic
research.7 Far from restricting the Foundation’s role,
this action has on the contrary had a positive impact
via the increased participation of Bank researchers
in the Foundation’s programmes, in particular the
Visiting Scholars Programme. Fundamentally,
the Foundation’s scope of intervention appears
to strongly complement the Bank’s university
partnerships. The latter aim at supporting a number
of “national champions”, while, through its calls for
research proposals, its Visiting Scholars Programme,
and its Young Researcher Prize, the Foundation
targets all universities and research centres in
France and abroad. In addition, the Foundation’s

The 20th anniversary of the Banque de France Foundation
for research in monetary, financial and banking economics

flexibility and visibility enable it to regularly launch
new initiatives to promote economic research and
encourage cooperation.
To this day, the Foundation has helped over
400 researchers from 30 countries affiliated
to 170 research centres. As said by Governor
Christian Noyer in the preface of the Foundation’s
20th anniversary booklet (2015): “The results
of the Foundation have been extremely positive
and it is essential that it continue its work. Its
actions are helping to push back the frontiers of
economic knowledge for the benefit of society,
a goal which is one of the core missions of the
Banque de France”.

7

See the article by Pagès (H.)
“The Banque de France,
research and patronage”,
in this QSA.

Box 2

The Foundation’s 20th anniversary conference
(Banque de France, 14 September 2015)
The Foundation was recognised as being of public interest by a decree of 8 August 1995. To celebrate its
20th anniversary, the Foundation organised a conference at the Banque de France. Chaired by Governor
Christian Noyer, this conference was an opportunity to examine the specificities of economists and the role
of finance in society, on the basis of studies by Yann Algan (Sciences Po) and Luigi Zingales (Chicago Booth).
The first study was discussed by Ramon Marimon (European University Institute and Universitat Pompeu
Fabra) and Lucrezia Reichlin (London Business School), and the second by Augustin Landier (Toulouse
School of Economics) and Silvana Tenreyro (London School of Economics). The remainder of this box briefly
describes the main ideas brought up during the conference.1
In his opening speech, Governor Christian Noyer stressed that the two studies provided an opportunity
to examine, in a slightly provocative manner, the characteristics, the role and the impact of research in
economics and finance.
In the first speech, Yann Algan presented his study on the characteristics of economics in relation to other
social sciences in the United States.2 He started by documenting, using bibliometric data, the relative
insularity of economics. He then analysed the reason why economics has a hierarchical structure, which
is unusual among the social sciences. He emphasised that, compared to specialists in the other social
sciences, economists enjoy a more favorable financial situation (many economists teach in business schools
1 An excerpt and the full film of the conference are available on the website of the Foundation www.fondationbdf.fr (page “Journées”).
2 The speech is based on the article by Fourcade (M.) Ollion (E.) and Algan (Y.) (2015) “The Superiority of Economists”, forthcoming in the Journal of
Economic Perspective, 29 (1 ).

Quaterly Selection of Articles Banque de France No. 40 - Winter 2015-2016

25

MACROECONOMICS, MICROECONOMICS AND STRUCTURES

The 20th anniversary of the Banque de France Foundation
for research in monetary, financial and banking economics

and have consulting activities), have a more individualistic view of the world and display a confidence in the
ability of their discipline to solve the world’s problems. All of these characteristics are what the authors call
the “superiority of economists”, which is closely linked to subjective feelings of authority and legitimacy.
Yann Algan stressed that, while this superiority has no doubt contributed to economists’ concrete involvement
and their significant influence in the economy, it has also exposed them to greater conflicts of interest,
political criticism and even derision.
Ramon Marimon opened the discussion following this first speech. He mentioned that given the strong
interaction between science and politics, the situation of economics was different to that of other social
sciences, and was perhaps closer to engineering. This situation naturally leads to the emergence of a
consensus on the key ideas in this field, including the idea of a hierarchical structure based on a publication
criterion. This hierarchical structure implies the prevalence of income differences both among economists
and in relation to other social sciences. The publication criterion has the disadvantage of fostering a certain
“endogamy”, which encourages economists to value publications not in absolute terms but in terms of the
authors’ affiliations. He also mentioned the fact that the move towards more applied research, which has
been observed in recent decades, can help reconcile economists and society.
Lucrezia Reichlin continued the discussion. She highlighted the fact that the characteristics that distinguish
economics from other social sciences can be explained by economic mechanisms. For example, the
heterogeneity of economists’ remunerations can be seen as resulting from market forces, the relevance
of their contributions in political terms generating differences in material situations. She also mentioned
the fact that, as profits are higher in economics than in other social sciences, there is greater competition
and therefore more hierarchy. She also identified the main changes in the economic environment, stating
that the latest crisis had marked the end of a 30-year period, characterised by moderate inflation and low
macroeconomic volatility. These developments call into question the existing views on monetary policy and
will ultimately affect the current hierarchy. She also defended the view that the shift from a causal reasoning
to a predictive reasoning could improve the contribution of economics to public authorities’ decision-making,
and therefore improve the way in which economists are viewed.
In the second speech, Luigi Zingales addressed the issue of how finance influences society.3 He emphasised
the existing consensus among economists that the benefits of finance outweigh its costs. However, several
surveys indicate that this view is not shared by the general population. Luigi Zingales explains part of this
dissonance by the fact that academics underestimate how finance can, in the absence of appropriate rules,
degenerate into rent capture. He stressed what finance theorists could do to reduce this dissonance, in the
field of research and in that of education. First, he encouraged economists to recognise that they overestimate
the benefits of finance. Second, he emphasised the role that economists should play in limiting rent-seeking
in the financial sector. He also suggested that academics be more involved in policy formulation and become
aware of the fact that they may inadvertently teach behaviour patterns that fuel rent captures and crises.
Augustin Landier opened the discussions on the second study. He recalled that since the 14th century at
least, finance has been perceived, to a certain extent, as unethical or even dangerous. He suggested that
the public’s aversion was partly due to the peculiarities of research in financial economics. First, scientific
journals have tended in recent decades to value contributions that conclude in favour of the opacity of
3 The speech is based on the article by Zingales (L.) (2015) “Does finance benefit society?” NBER Working Paper No. 20894.

26

Quaterly Selection of Articles Banque de France No. 40 - Winter 2015-2016

MACROECONOMICS, MICROECONOMICS AND STRUCTURES

The 20th anniversary of the Banque de France Foundation
for research in monetary, financial and banking economics

finance, or studies reporting embezzlement. Moreover, these topics are dominated by the prevalence of a
small number of scientific journals and contributors, which encourages conformism. Finally, he highlighted
the disconnection between research and education, which gives rise to misunderstandings between university
academics and the general public.
Silvana Tenreyro continued the discussion. She stressed that Americans’ negative opinion of finance was
linked to the 2008 crisis, which was triggered by finance. This crisis drew the public’s attention onto the
key players who behaved in an unethical and sometimes dangerous manner, thus contributing to risk
accumulation before the crisis. She also argued that in the public perception, whether this is justified or
not, finance was partly associated with rising inequality. She also pointed out that the public’s aversion
could bring about useful reactions such as greater attention to regulation and its implementation, greater
involvement of economists in understanding the benefits of financial services, and a reallocation of skills
towards more socially responsible activities. She recommended that economists react to this “anti-finance”
sentiment by paying closer attention to the forecasting of systemic crises, as well as to the definition and
implementation of optimal policies and regulations.
The discussions were followed by the awarding of the Foundation’s Young Researcher in Economics
Prize. The first Deputy Governor, Anne Le Lorier, awarded the 2014 prizes to Yinghua He (Toulouse School
of Economics) for his work on the influence of institutions and regulation on the behaviour of economic
agents, and to Johan Hombert (HEC Paris) for his analyses of the microstructure of financial markets and
corporate finance. The 2015 prizes were awarded to Paul Hubert (OFCE-Sciences Po) for his work on
central bank communication and its interactions with the formation of expectations by economic agents
and to Christophe Spaenjers (HEC Paris) for his analyses of households’ financial decisions, in particular
investment decisions in non-standard products such as luxury goods.
In his closing speech, Governor Christian Noyer emphasised how the Banque de France Foundation had
succeeded in promoting the highest standard of academic research. He recalled the Foundation’s support
to precursory research projects, on topics that were recognised as being of key importance only many years
later. He referred to, among others, the study by Freixas, Parigi and Rochet which stressed, as early as
2000, i.e. eight years before the financial crisis, the important role played by transactions between banks
in spreading risks. Christian Noyer pointed out that by supporting academic studies over the past twenty
years, including studies not directly related to the immediate needs of central banks, the Foundation had
encouraged contributions that were useful for monetary policy and thus beneficial to society itself.
4 Freixas (X), Parigi (B.) and Rochet (J-C.) (2000) “Systemic Risk, Interbank Relations and Liquidity Provision by the Central Bank”,
Journal of Money, Credit and Banking, 32 (3), 611-638.
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The Banque de France,
research and patronage

Henri Pagès
Scientific Adviser
Directorate General Economics
and International Relations

Although research into economics and finance was not seen as falling within the core activities
of central banks until the beginning of the 2000s,1 there is now consensus on the need for
strong action to boost research. Firstly, promoting high quality research, evidenced through
publications in renowned journals, is a sign of credibility and strengthens public confidence.
Beyond this signal effect, however, the strongest rationale for research in central banks lies
in its role as a catalyst for a disciplined policy-making process and as a source of greater
efficiency in fulfilling its core activities. In a forceful petition for research in European bodies, a
recent external evaluation report2 states in this respect that “research is becoming increasingly
important as the foundation for the influence of individuals in the group”.
On the occasion of the Foundation’s 20th anniversary, it seems fitting to take stock of the
Banque de France’s policy on research and to examine how its influence has encouraged
cross-fertilisation between the bank’s teams and the research community.
The first section provides an assessment based on key results and lessons drawn from the
external evaluation conducted by a team of independent experts in 2014.

Keywords: research, patronage,
sponsorship, partnerships,
Foundation
JEL codes: A10, A11, D83, E58

The second section illustrates how patronage and sponsorship complement internal research,
examining the various approaches explored to date: pure sponsorship in the form of impartial
support for academic research, or directed sponsorship partnerships designed to advance
research through dialogue with a choice of institutional partners.

1 Cf. Blix (M.), Daltung (S.)
and Heikensten (L.) (2003),
“On central bank efficiency”,
Economic Review.

The final section provides an overview of the symbiosis between the two approaches: the
Foundation, focused on supporting the best projects, and partnerships, based on productive
cooperation with the best institutions. It seeks to highlight the benefits and potential limitations
of this dichotomy and its relationship with internal research.

2 Bolton (P.), Cecchetti (S.)
and Reichlin (L.) (2014), https://
www.banque-france.fr/fileadmin/
user_upload/banque_de_france/
La_Banque_de_France/EERFinal-Report-anglais-29.09.pdf
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Taking stock of research at the Banque
de France: an external evaluation
The Banque de France now ranks in the top
three central banks within the Eurosystem in
terms of economic research, and in the top
ten worldwide. The aforementioned report
by three renowned experts, appointed by the
Governor to assess the scientific quality of
research and its policy relevance, confirms these
developments and emphasises that the progress
made has exceeded expectations in terms of the
quantity and above all the quality of publications
in internationally refereed journals over the
previous six years. It also welcomes partnerships
with universities in terms of the development of
a stimulating intellectual environment and the
promotion of the bank’s internal research to the
research community.
By significantly strengthening its research teams
in 2007, the Banque de France both bolstered its
external credibility, increasing public confidence,
and equipped itself with the conceptual expertise
to extend its influence in public debate and with
international bodies. The rules governing research,
which in the past could sometimes be perceived
as restrictive, have gradually developed into a
common language facilitating communication
among researchers from different backgrounds
and helping them reformulate questions facing
policymakers through an astute use of economic
science tools.
Valuing researchers
That said, the report highlights the fact that
competition among central banks is growing.
Its recommendations are therefore aimed
at strengthening the ongoing process of
improvement in order to best exploit the synergies
between research and policy work. In the field of
communication, for example, it calls for greater
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involvement of the Executive Committee in
the definition of top research priorities over
the next one to two years and for more detailed
feedback on the quality and usefulness of policy
briefing notes. It recommends that speeches
that draw on research explicitly reference this
research. The report also places great emphasis
on human resources. To value and motivate
teams, it suggests that a career path be defined
for experts with promotions linked to increased
expertise, as is the case in some major central
banks. It advocates mobility through temporary
internal secondments, ensuring a better balance of
time and resources allocated to research in units
associated with the bank’s core mission. Lastly,
other recommendations, such as the completion
of a single platform for data access or external
evaluation devoted to forecasting models, are in
line with processes already underway or already
in place at the bank.
A wider audience
The report also emphasises the responsibility
of researchers in terms of communicating not
only internally, with the Governor and Deputy
Governors, but also externally with the public.
The efforts to ensure the quality of research,
highlighted by its publication in international
journals, has recently been accompanied by a
drive to provide economic and financial education
to a broader public including journalists, market
economists, teachers and students. In parallel with
the working papers published on the Banque
de France’s website for a closed circle of specialists,
researchers are also working to broaden their
audience through the publication entitled Rue
de la Banque,1 which takes its title from the road
of the same name. In these publications they
summarise their views on a research topic in clear,
direct and user-friendly language, enhanced with
charts and including a bibliography for those who
wish to read about the subject in more depth.

1 Rue de la Banque
publications can be accessed
at https://www.banque-france.
fr/en/publications/economicdocuments/rue-de-la-banque.
html
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The Banque de France as a sponsor
and internal research
When developing a research strategy over the past
twenty years the bank has had to find a balance
between seemingly conflicting objectives.
Immediate challenges and long-term goals
Firstly, there is a trade-off between institutional
priorities and scientific quality. Research has
to meet daily policy briefing requirements
while maintaining visibility in international
publications. Maximizing its usefulness to the
bank – responding to short-term concerns,
basing decisions on economic arguments,
clarifying immediate economic policy challenges
– reduces the capacity of research to mobilise
teams for long-term high quality projects.
If researchers are expected to devote most of
their time to analysing economic policy at the
expense of research that can be published, there
is obviously a risk of losing talented researchers,
who will try their luck elsewhere. Ultimately this
will hinder policy‑making by reducing both the
quantity and quality of analysis. Conversely, if
central bank units are made into extensions of
university departments, there is a risk that the
balance between researchers and policymakers will
be impaired, ultimately leading to a situation in
which each camp sticks firmly to its own views
without an exchange of knowledge and experience
between the two.
There is also a compromise to be found between
internal and external research. Internal researchers
must be encouraged to work in harmony with
accomplished academics, whilst the latter, who are
used to giving free reign to their thoughts, must
be encouraged to meet with internal researchers
as often as possible. Although it is difficult to
predict what topics will come out of this sort of
interaction, under the guidance of experienced
professionals the host institution can learn how
to focus research on relevant economic policy
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issues. By allocating part of the staff ’s time
to accommodating the demands for policy
analysis, rewarding advice on policy-making,
opening policy issues to group discussions, top
managers’ concerns can wend their way into
research activities and be met with insightful
responses.
Pure sponsorship
and directed sponsorship partnerships
The Banque de France’s leverage in these trade-offs
is research sponsorship. Through pure sponsorship,
it promotes research without conducting it itself,
prioritising the analysis of favourite topics and
encouraging the communication and publication
of this independently conducted research.
Policymakers have long taken into account
current economic research, whether this be, for
example, on the relationship between economic
activity and inflation or the formulation of
monetary policy objectives, without having to
draw on in-house expertise. However, since it
may be problematic for internationally renowned
researchers to commit to serving the interests of
policymakers, at least over the long-term, the
development of internal expertise is justified if it
leads to significant, cutting-edge research capacity
that can be mobilised on demand in the interests
of the sponsor.
With directed sponsorship partnerships,
namely with universities, the Banque de France
establishes or enhances exchanges between higher
education, research and its own teams, with the
aim of harvesting the fruits of improved synergy
with bank programmes and policies. Although
there is a clear focus on strengthening relations
with universities, this is still a sponsorship
activity as the sponsor is promoting innovations
or advances in knowledge for the public
good. There is no private appropriation of
knowledge as the increased expertise capacity
is founded on the pooling of knowledge and
experience between a community of researchers.
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This type of sponsorship is particularly appropriate
when the bank is working with French universities
and contributing to the development of centres
of excellence located in France.
These two forms of sponsorship fall respectively
within the remits of the Banque de France
Foundation, recognised in August 1995 as a
public-interest foundation promoting monetary,
financial and banking economic research, and
of partnerships established with a few academic
centres of excellence in 2008.
Since the 2000s, a large proportion of the
Foundation’s budget has been used to finance
three or four grants per year, selected through calls
for tender. This thematic support in the form of
funding for projects reviewed in advance by an
Evaluation Committee through a competitive
process based on merit, possesses all the
characteristics of impartial promotion of research,
although the themes are more or less guided.
In the same spirit, the Foundation awards a thesis
prize annually and two prizes for young holders
of doctoral degrees from French universities,
and provides long-term support to French or
European institutions and learned societies
considered significant in its field of choice.
Partnerships
The major partnerships2 signed with the Toulouse
School of Economics (2008), the Paris School
of Economics (2009), the Fondation nationale
de sciences politiques (FNSP – National
Foundation of Political Science) (2009) and,
more recently, the CREST-HEC Chair under
the aegis of the Fondation du risque (FDR – Risk
Foundation) (2013) are not just university
partnerships of the sort that have always existed,
but are real theoretical undertakings entrusted to
talented academics and aiming to accompany the
Banque de France’s investment in human capital to
enhance its expertise and ability to produce research.
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The themed seminars, each of which is held at
head office or at the Autorité de contrôle prudentiel
et de résolution (ACPR – Prudential Supervisory
and Resolution Authority), which are planned by
Chairs, focus on the most prominent papers in the
profession, attended by researchers and students,
and sometimes followed by a debate inspired
by current economic news, are the touchstone
of these partnerships. Another hallmark is the
tutoring of internal researchers by a renowned
mentor, whose role through bilateral meetings is
to offer further analysis or insights to the authors
of papers in response to editorial comments and
peer reviews of international scientific journals.
The strength of a partnership can also be measured
in the light of its pool of talent; PhD students
from the partner who are based at the Banque
de France or the bank’s internal researchers
who are placed at partner institutions. Such
commitments over the long-term provide a link
between the parties, revealing the confluence of
currents of thought between economic policy and
research in the long-term, even if institutional
priorities and scientific quality sometimes seem
to diverge in the short-term.
Benefits and outlook
for sponsorship and research
The dichotomy between these two sponsorship
arms is less radical than it might seem. Lectures,
invitations and seminars are transversal to the
Foundation and partnerships. The Foundation has
emphasised its interactive dimension through the
periodic organisation of new meetings and lectures
and through its exchange program with the
research community (Visiting Scholars Program).
A meaningful intermediary between the Banque
de France and universities because of its rich
network of “peers”, including former members
of boards, committees, thesis panels, Foundation
scholarship holders, visiting researchers and award
winners, it continues to play an important role in
stimulating increased cooperation with academics.

2 Other partnerships coexist
alongside the four “major”
ones mentioned, namely
with the Fondation pour les
études et recherches sur le
développement international
(FERDI – Foundation for
International Development Study
and Research), the Centre pour
la recherche économique et
ses applications (CEPREMAP –
Centre for Economic Research
and its Applications), and
the Aix-Marseille School of
Economics (AMSE). These
partners are selected according
to complementarity, quality and
diversity criteria.
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For their part, partners have also undertaken
activities to support projects. For example, the
Toulouse School of Economics has instituted
two Banque de France-TSE awards for senior
and junior researchers in monetary and financial
economics. A share of the funds paid to partners
through long-term agreements is allocated to
subsidising symposiums and other forms of
ad-hoc support, as are the recurrent grants from
the Foundation to certain research institutions.

in itself confers a level of visibility and openness
to the action that is less immediate under the
aegis of partnerships. However the principle of
competition between the best projects, which
forms the basis of the international reputation of
the Foundation, also limits its capacity to support
French research in the manner of foundations
such as the NSF in the United States or the ESRC
in the United Kingdom, which operate within a
national framework.

It is therefore difficult to estimate how much
the Foundation and partnerships have each
contributed in return to the development of talent
at the bank. From the perspective of the research
community, it makes little difference whether
lectures, workshops or short stays by visiting
scholars are organised by the Foundation or by
university partners. Project tenders, the thesis
award and the young researcher award on the
part of the Foundation, and the series of themed
seminars, tutoring, and the Banque de France-TSE
awards by the partnership institutions, stand out
more as “branded products”. Emulating each
other rather than vying for space, the Foundation
and its partners through sponsorship partnership
agreements offer complementary benefits that can
sometimes be substituted for Banque de France
sponsorship. The use of partnership agreements
does however have different implications in terms
of prestige, governance, and risk.

Less visibility is also sometimes an advantage in
terms of cooperation. Brainstorming meetings
on research topics, aimed at pre-empting
tomorrow’s issues, and bringing together Banque
de France directorates and academic partners
to look at foreseeable themes of international
meetings up to one year in advance, are not
intended to serve the image of the bank. Yet they
usefully contribute to guiding research programs,
to the extent that more insight is expected from
a network than a single person.

A key role for the Foundation
In the opinion of an external observer, the
Foundation has indisputably acquired a
reputation as a major player in the promotion of
research, although this observer’s proximity to the
bank somewhat undermines the independence
of this supposedly objective view. The mere
organisation of patronage events through the
Foundation, such as the Joint French Macro
Workshop, which is organised for the benefit of
young macroeconomists, in collaboration with
some of the top French institutions in this field,

The governance of the Foundation works
differently to that of partnerships: strict but
largely open to civil society and public authorities
in the case of the Foundation; flexible but taking
into account the specificities of each partnership
and based on an annual assessment in the case of
partnerships. The management of sponsorship at
the Banque de France reflects this dichotomy, with
three annual meetings held by the Foundation
Board and a review of partnerships by the
Executive Committee.
The Foundation’s activities are secure in the long
term, as its capital is protected, but they are currently
affected by adverse market conditions. Partners may
also be concerned that, when agreements expire,
their budget allocations might not be renewed
systematically. While sponsorship management
requires regular assessment of the achievement of
the goals set by governing bodies, these bodies have
recently strongly reaffirmed their commitment to
a policy of increased cooperation with academics.
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The Foundation is both a symbol and a guarantor
of that commitment. A broad project has formed
around the Foundation and the partnerships, which
are periodically renewed, which is “essential and
consistent with the Banque de France’s mission,”
as the Governor concluded in his speech at
the Foundation’s 20th anniversary celebration.
* *
As noted in the external evaluation report
mentioned in the introduction, the influence
held by central banks in the Eurosystem and in the
world is increasingly governed by ideas. To assert
its influence in Europe and abroad, the Banque
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de France needs managers within its hierarchy
who continue to drive it forward confidently in
this area. Yet this strategic priority also implies
a requirement for researchers. Researchers are
a gateway, opening up lines of investigation.
They are the people who overturn old ideas and
come up with new ones. Their task is risky, both
because it is challenging putting themselves at the
forefront of knowledge, and because the results
are easy to evaluate through examination of their
publications. To paraphrase Nietzsche, if you want
to achieve peace of mind and happiness, have faith
in management. If you want to be a disciple of
truth, then search. The research and sponsorship
policy is in place to ensure this.
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Financial situation of France’s
main listed groups in H1 2015: lower profitability
but a forward-looking financial strategy
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The 80 largest French industrial and commercial groups listed on segment A of Euronext Paris
saw strong turnover growth in H1 2015. The EUR 26 billion rise can nevertheless chiefly
be attributed to a EUR 40 billion positive exchange rate effect that offset the sharp decline
in organic growth (excluding acquisitions and divestments) of EUR 21 billion.
Operating profit and net income both fell, by 5.5% and 3.6% respectively. This can mainly
be ascribed to the unfavourable conditions in the energy and environment sector stemming
from the fall in oil prices.
The cash position of the groups under review reached its highest level since 2009,
at EUR 162 billion, while the dividends paid remained stable. In contrast to previous years,
cash flows were underpinned by operational activities. Moreover, investments rebounded
and were directed more towards shoring up production capacity.
To do this, groups resorted massively to leverage. Their financial structure remained sound,
their equity increased by 5.7%, partly due to the rise in other comprehensive income (OCI).
Lastly, the market capitalisation of the 80 groups under review reached a historical high of
EUR 1,369 billion, mainly owing to ample market liquidity.

Key words: consolidated
financial statements, IFRS,
earnings, major industrial
and commercial companies,
major French groups, other
comprehensive income (OCI),
companies listed on segment A
of Euronext.
JEL codes: F23, G30, G32, L25.
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Sharp growth in turnover
driven by exchange rate effects

C1 Turnover by sector of activity
((EUR billions)
700

Turnover of the main French groups rose by 4.1%

600
500

The consolidated turnover of the 80 largest
French companies grew significantly in H1 2015,
increasing from EUR 624 billion in H1 2014
to EUR 650 billion in total, or a 4.1% rise
(see Chart 1). This was the case for all sectors,
except the energy and the environment sector
that was affected by unfavourable conditions,
and in particular the oil and oil-related industries.
The trend of moving activities into markets
further afield continued (see Table 1). For the
first time, turnover in Europe fell below the
60% mark, while, at the same time, the shares
of “Americas” and “rest of the world” both rose
by 1 percentage point. On average, turnover
generated in Europe fell by 0.3%, while that
achieved in the latter two areas increased by 9.7%.
T1 Breakdown of turnover by geographical area
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Source: Financial statements of the 80 main groups; July-August 2015.
Banque de France calculations – September 2015.
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A particularly strong exchange rate effect
Turnover growth can be broken down into exchange
rate effects, consolidation scope effects and organic
growth (see Chart 2). Naturally, the groups’ expansion
into international markets results in an increased
sensitivity to exchange rate fluctuations. The fact that
groups convert foreign subsidiaries’ accounts into
euro has an impact on their consolidated turnover.
In practice, it is purely an accounting effect as it stems
from the consolidation method used and the valuation
of the flows generated by foreign subsidiaries.
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Source: Financial statements of the 80 main groups; July-August 2015. Banque de France calculations
– September 2015.

As the share of turnover generated outside
Europe now stands at over 40%, exchange rate
effects mechanically have an increasing impact
on overall turnover calculated in euro. Yet, in
contrast to developments in 2014, exchange rate
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effects had a positive impact on the turnover of
the main listed groups in H1 2015. This impact
stood at EUR 40 billion, contributing a further
6.3 percentage points to turnover growth.
This chiefly reflects the decline in the euro against
other currencies, and in particular against the
dollar, since September 2014. This trend became
particularly marked as of January 2015 and the
ECB’s announcement of the implementation of
a quantitative easing programme.
The structure of the large groups under review is
not rigid and changes regularly as they acquire or
divest subsidiaries. As a result, half-yearly turnover
incorporates the effects of changes in consolidation
scope, reflecting the net contribution of entities
entering the scope and those exiting it during
the year. Most groups report these changes in
consolidation or provide enough elements to
make it possible to assess this phenomenon.
In H1 2015, the consolidation scope effect was
positive, adding 1.8 percentage point to turnover
growth, or EUR 11 billion. This increase can
mainly be explained by a very large deal in the
information and communications sector.
Organic growth (i.e. excluding acquisitions
and divestments) was significantly negative,
falling by EUR 21 billion, and contributing
–3.2 percentage points of growth. However, this
result must be considered with caution as the
overall decline was due to a leading group in the
energy and environment sector that performed
badly in H1. Stripping out this group, organic
growth of the rest of the other firms as a whole
was up slightly by EUR 2 billion.
The strong increase in turnover therefore masks
a more complex picture: most of this rise can be
attributed to the particularly large exchange rate
effects and the decline in organic growth.

The main French groups were less profitable
Operating profit fell by 5.5%
Operating profit measures the intrinsic
performance of a business, before taking into
account financial gains/losses and taxation.
For the 80 groups under review, it stood at
EUR 52 billion in H1 2015 (see Chart 3), or a
decline of EUR 3 billion compared with H1 2014
(–6%). A sectoral analysis shows that the poor
performance of the energy and environment
sector also affected this profit for the sample as a
whole. Accordingly, its operating profit decreased
from EUR 20 billion to EUR 14 billion.
This can mainly be attributed to the lower
turnover, which mechanically affects operating
income, as well as to significant write-downs
by some groups.
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Net income decreased by 3.3%

The fall in operating income affected net income,
even though the decline in the latter was more
contained. While the average net profit margin
(ratio of net income to turnover) rebounded
sharply in H1 2014 compared with 2013, it
contracted from 5.3% in 2014 to 5% in 2015
(see Chart 5). However, the median net margin
ratio rose to stand at 5%, against 4.6% in H1 2014.
The decrease in the average net margin ratio can
thus be ascribed to the fall in groups’ margin rate
at both ends of the distribution.

In the first half of 2015 net income reflected a slight
deterioration in the main groups’ net profitability.
Net income is calculated by incorporating financial
income, income from discontinued business and tax
expenses into operating income. Net profitability
contracted by 3.3%, falling from EUR 33 billion
to EUR 32 billion (see Chart 4). This decline was
mainly observed in the manufacturing industry
and the energy and environment sector.
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Groups’ cash position strengthened further
and investment recovered
The cash position reached a new record high
At the end of June 2015, the main French groups
had a total cash position of EUR 162 billion,
which is the highest level since 2009 for a
half‑year end (see Chart 6). This represents
a rise of 8% in one year, or EUR 12 billion.
These dynamics were clearly driven by the energy
and environment sector and by the information
and communication sector.
In addition to the trend increase observed
since 2009, the sharp rise this year can partly be
ascribed to disposals by one major information
and communication group, leading to a
EUR 7 billion increase in its cash position. This, in
itself, accounts for 70% of the rise. Furthermore,
another group preparing to make an acquisition
took the corresponding amount (EUR 5 billion)
to its cash position.
This operation did not affect the dividend
payment policy which remained stable,
with EUR 30 billion paid at 30 June 2015.
The reference documents nevertheless show that
dividend payments from 2014 income as the main
drain on the groups’ cash position in H1 2015.
Cash flows underpinned by operational activities
In order to analyse more closely changes in the cash
position of the main groups in H1 2015, it is useful
to examine the structure of cash flows. They can
relate to three distinct areas: operating activities,
investment operations and financing activities.

in 2014 and returned to their levels of 2009‑2010.
But this rise was offset by higher negative flows
related to financing activities.
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Breakdown of cash flows
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With total cash flows of EUR –17 billion, the
profile of H1 2015 differs from that of previous
years (see Chart 7). Whereas, previously, negative
cash flows were accompanied by a reduction in
positive flows related to operational activities,
in 2015 these flows were in fact higher than
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Operating working capital requirements

(amounts in EUR billions)

2009 2010 2011 2012 2013 2014 2015
Accounts
receivable (A)
Accounts payable (B)
Trade credit balance
(A - B)
Inventories (C)
(OWCR = A + B + C)

235 244 255 269 268 248 217
198 216 220 230 233 220 245
37 28 35 39 36 28 -28
137 144 153 162 160 161 168
174 172 188 201 196 189 140

Source: Financial statements of the 80 main groups; July-August 2015.
Banque de France calculations – September 2015.

of 2015, these outflows increased significantly
to stand at EUR –13.5 billion, compared to
EUR –2.7 billion a year earlier.
Investment

In the groups’ financial statements, investment
flows are divided into five different categories:
acquisition of tangible and intangible fixed assets,
acquisition of financial fixed assets, disposals of
tangible and intangible fixed assets, disposals of
financial fixed assets and “other changes”.1

Operating cash flows

According to the standard definition used in
financial analysis, operating cash flows correspond
to the difference between a company’s internal
financing capacity and the changes in its operating
working capital requirement (OWCR) over a
given period. Whereas these flows decreased
in 2010, they rebounded strongly in the first half
of 2015 from EUR 39 billion to EUR 58 billion.

In the first half of 2015, these flows totalled
EUR 54 billion, or the highest amount in the
period under review (see Chart 8). Up by almost
EUR 3 billion overall, this rise affected all sectors
with the notable exception of the energy and
environmental sector that, as explained above, had
to contend with a difficult economic environment.
C8

1 “Other changes”, which
corresponds to the net balance
of operations not classified
under the four previous
headings.

Investment flows by sector

(EUR billions)

At the same time, OWCR declined sharply
in 2015 (down EUR –49 billion on 2014)
and contributed to the improvement in the
cash position. More specifically, this is due to
a contraction in accounts receivable (owing to
the more rapid payment times), an increase in
accounts payable (which are thus paid later) and
a rise in inventories.
Financing flows

Flows related to financing activities primarily
include equity transactions (dividend payments,
share issues and buybacks) and financial debt
(debt issues, repayments). In the first six months
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Breakdown of cash flows from investment activities

(EUR billions)
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The breakdown of investment flows shows
that groups are more concerned about their
production capacity. Acquisitions of tangible and
intangible fixed assets increased to levels close
to those of 2012, and even exceeded them for
acquisitions of financial fixed assets (see Chart 9).
At the same time, the main groups reduced their
tangible and financial fixed assets. This recovery
in investment therefore appears to reflect a more
proactive policy. The groups have emerged from
their wait-and-see stance.

Debt and equity increased
Debt reached a record high in the first half of 2015
After falling since 2012, the bank debt of the main
French groups rose in H1 2015. Overall, between
30 June 2014 and 30 June 2015, total outstanding
financial debt grew from EUR 521 to 540 billion,
or by 3.5% (see Chart 10). This is particularly
notable in the energy and environment sector and
in the information and communication sector.
There are a number of possible explanations
for this rise in bank debt. On the one hand,

it may be related to the rise in investment flows,
which amounted to EUR 8 billion, and which
were mainly financed by debt. On the other
hand, a very large deal in the information and
communications sector, solely financed by bank
debt (EUR 14 billion) and borne by the acquired
undertaking, explains part of this growth.
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Bank debt (excluding bonds) by sector
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Equity rose very strongly
The equity levels of the groups under review
increased very significantly between H1 2014
and H1 2015 to stand at EUR 657 billion,
up 5.7% (see Chart 11). This increase was
particularly pronounced in the information and
communications sector (EUR 17 billion) and in
the manufacturing industry (EUR 10 billion).
In the latter sector, this rise can be solely attributed
to a major buyout, adding EUR 7 billion to equity.
Equity rose faster than financial debt, which led to
a decline in the average financial debt (excluding
bonds) to equity ratio, to stand at 77%.

review and drove them to the record level of
EUR 1,369 billion at 30 June 2015.
All in all, by increasing leverage, raising equity
and especially upping their investments, the
main French groups appear to be preparing for
an expansion in economic activity.
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Group equity

(EUR billions)
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well as actuarial adjustments that amounted to
EUR 4 billion.
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Breakdown of other comprehensive income (OCI)
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Also, European financial markets performed
extremely well in H1 2015. This strong
performance was chiefly attributable to the fall
in oil prices and the ample liquidity conditions
resulting from the ECB’s quantitative easing
programme implemented during that period.
Yet, this excess liquidity impacted the stock
market capitalisations of the groups under
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Appendix
Methodology
The study covers non-financial groups listed on
the Paris financial market, having published their
half‑yearly accounts at 30 June 2015 and belonging
to segment A of Euronext (capitalisation above
EUR 1 billion). Moreover, these firms must have
observed this criterion for at least two financial
years. The sample contains 80 groups.
The consolidated half-yearly accounts from 2009
to 2015 are taken into account and the groups are
broken down into the following sectors (see Table).
The sample does not take account of the following
groups:
• Groups whose majority shareholders
are not French or only generating a
negligible proportion of their turnover
in France: ArcelorMittal, Schlumberger,
STMicroelectronics ;

• Financial institutions and similar entities:
AXA, BNP Paribas, CIC, CNP, Coface, Crédit
Agricole, Euler Hermès, Eurazéo, Euronext,
Natixis, Scor SE, Société Générale;
• Groups with financial years not ending
31 December: Alstom, Elior, Eutelsat
Communications, Neopost, Pernod Ricard,
Rémy Cointreau, Sodexo, Vilmorin & Cie,
Zodiac Aerospace;
• Property companies: Altarea, FDL, Foncière
des murs, Foncière des régions, Foncière lyonnaise,
Gecina Nom., Icade, Klépierre, Mercialys,
Unibail-Rodamco;
• Groups already within the scope of another
group or investment fund: Artois Nom.,
Burelle, Cambodge Nom., Casino Guichard,
Christian Dior, Colas, Faurecia, FFP, Financière
de l’Odet, Havas (from 2013 onwards),
Paris‑Orléans, TF1, Worldline.

Groups taken into account
Energy and environment
Manufacturing and construction

Areva, EDF, Engie (ex-GDF-Suez), Maurel & Prom, Suez Environnement, Total, Veolia Environnement
Airbus group, Air Liquide, Alcatel Lucent, Arkema, Bic, BioMérieux, Bouygues, CGG, Danone,
Dassault Aviation, Eramet, Essilor, Eurofins, Groupe Bel, Hermès, Imerys, Ingenico, Ipsen, Lafarge,
Legrand, L’Oréal, LVMH, Michelin, Nexans, Peugeot SA, Plastic Omnium, Renault, Safran,
Sartorius Sted, SEB, Saint-Gobain, Sanofi, Schneider Electric, Somfy, Thales, Valeo, Vallourec,
Vicat, Vinci, Virbac
Trade, transport,
Accor, ADP, Air France-KLM, Bolloré, Carrefour, CFAO, Eiffage, Eurotunnel, Kering, Orpea, Rallye,
hotels and catering
Rexel, Rubis
Information and communication Atos, Capgemini, Dassault Systèmes, Gemalto, Iliad, Ipsos, Lagardère, Métropole TV,
Numericable‑SFR, Orange, Technicolor, Vivendi
Real estate services and activities Bourbon, Bureau Veritas, Edenred, Havas *, JCDecaux, Nexity, Publicis, Technip, Téléperformance
* Havas, included in our sample from 2009 to 2012, was consolidated into the Bolloré group in 2013.
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Data analysed
The main accounting items analysed for the
80 groups in the 2015 sample are as follows:
• General Information: Name of the entity,
SIREN business identification number, NACE
code of group’s main activity;
• Income statement: Turnover, o/w turnover
in France, o/w turnover by geographical
area (Europe, Americas, rest of the world),
operating income, current operating income,
net income;
• Comprehensive income: Foreign currency
translation adjustments, available-for-sale
financial assets, cash flow hedges, changes in
revaluation surplus, actuarial gains and losses,
affiliates’ earnings and losses booked directly as
equity, others, comprehensive income;

44

• Balance sheet: Other intangible assets, tangible
assets, inventories, trade receivables, total assets
(current and non-current), total financial debt,
o/w bond debt, minority interests, equity, trade
payables, total liabilities(current and non-current);
• Change in equity: Change in equity capital,
dividends paid (group share + minority), foreign
currency translation adjustments, financial
instrument valuation adjustments, revaluation of
other assets, actuarial losses and gains, firm’s equity;
• Cash flows: Cash flow from operational
activities, cash flow from investment activities:
acquisition of tangible and intangible fixed assets,
acquisitions of financial fixed assets, disposals
of tangible and intangible fixed assets, disposals
of financial fixed assets; other(s) change(s); cash
flow from financing activities, change in net cash
position, net cash position at account closing,
stock market capitalisation at 30 June 2015.
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