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Summary
Our 2022 outlook for French regional & local governments (RLGs) is stable given the strong growth recovery, the 
normalisation of operating spending and stable debt burdens.

1 Strong recovery in the French economy will 
support growth in operating revenues
We forecast an 2.2% increase in operating revenues to 
levels above those recorded pre-pandemic.

4 Debt burdens will start to trend downwards next year
Robust self-financing capacity and material capital 
revenues will support a gradual fall in debt relative to 
operating revenue in 2022.

2 Strong cost controls will reduce growth in 
operating spending in line with pre-crisis levels
Tight and efficient management practices will reduce 
growth in operating spending to levels more in line with 
2016-19 levels.

5 Low interest rates will continue to support debt 
affordability
Accommodative monetary policy from the European 
Central Bank (ECB) will keep interest rates low along the 
yield curve and allow RLGs to finance their new 
borrowings at lower costs.

3 Fixed capital investment will remain high
“France Relance” funding will support high levels of 
capital investment at all levels of local government.
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Our 2022 outlook for French regional & local governments (RLGs) is stable given an expected increase in revenue, a 
normalisation of operating spending and stable debt burdens.

The stable sector outlook reflects our view of credit fundamentals in the French RLGs sector over the next 12 to 18 months. Sector outlooks are distinct from rating outlooks, which, in addition to sector dynamics, also reflect issuer’s specific characteristics and actions. 
A sector outlook does not represent a sum of upgrades, downgrades or ratings under review, or an average of rating outlooks.

2022 French regional and local governments - stable

Negative Stable Positive

What could change outlook to negative

» Economic slowdown that significantly 
weakens operating revenue.

» Inflation that significantly increases 
operating and capital spending.

» A significant and lasting increase in 
debt levels.

» A material increase in interest rates that 
materially weakens debt affordability.

Drivers of the stable outlook

» An increase in operating revenue 
driven by France’s economic recovery.

» A deceleration in operating spending 
growth towards pre-pandemic levels.

» Debt burdens will start to trend 
downwards next year.

» Debt-affordability metrics will remain 
strong.

What could change outlook to positive

» Faster than expected economic and 
revenue growth.

» Faster than anticipated deleveraging.
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We forecast nominal GDP growth of 5.3% in the French economy in 2022, which will increase RLGs’ tax revenues by around 
1.6%. Transfers from the central government will be stable.

Operating revenue will exceed pre-pandemic levels on the back of a significant increase in tax income 

Note: French RLGs comprise regions, departements, municipalities and intermunicipalities (including syndicats). Data are consolidated and include all budgets as computed by OFGL from 2016 to 2020. E=Moody’s estimates, F=Moody’s forecasts
Source: OFGL, Moody’s Public Sector Europe

The economic recovery will support operating revenues
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Tight and efficient management practices will normalise growth in operating spending.

Operating spending will grow at a rate more consistent with pre-pandemic levels. 

Note: French RLGs comprise regions, departements, municipalities and intermunicipalities (including syndicats). Data are consolidated and include all budgets as computed by OFGL from 2016 to 2020. E=Moody’s estimates, F=Moody’s forecasts
Source: OFGL, Moody’s Public Sector Europe

» Interest expenses will continue to decrease, while growth in general and personnel expenses will normalise.

» The recovery in the French labour market will slow the growth in social benefit costs, which are primarily covered by departements.

Strong cost controls will slow growth in operating spending to pre-crisis 
levels
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“France Relance” funding will support high levels of capital investment at all levels of local governments.

All RLGs will maintain capital spending above pre-pandemic levels in 2022…

Note: French RLGs comprise regions, departements, municipalities and intermunicipalities (including syndicats). Data are consolidated and include all budgets as computed by OFGL from 2016 to 2020. E=Moody’s estimates, F=Moody’s forecasts
Source: OFGL, Government of France, Moody’s Public Sector Europe

» For regions and departements, pre-pandemic spending plans and new green and social priorities as part of France Relance 2021-2026 will see capital spending 
stabilise, albeit at high levels.

» By contrast, municipalities and intermunicipalities will continue to increase their capital spending because investment historically increases in the first years after 
elections; France Relance funding will also support their investment, including for public transportation.

Fixed capital investment will remain high and stable

…which will be supported by the €10.5 billion from France Relance, of which at 
least half is likely to be received by 2022-23
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Robust self-financing capacity and material capital revenues will support a gradual fall in debt relative to operating revenue in 
2022, while debt stock will continue to rise.

Note: French RLGs comprise regions, departements, municipalities and intermunicipalities (including syndicats). Data are consolidated and include all budgets as computed by OFGL from 2016 to 2020. E=Moody’s estimates, F=Moody’s forecasts
Source: OFGL, Moody’s Public Sector Europe

Debt burdens will start to trend downwards

Net new borrowing will fall as governments self finance their capital spending and 
receive funding from the French government and EU

Debt relative to operating revenue will resume its pre-crisis downward trend, but  
debt stock will continue to increase slightly
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Accommodative monetary policy from the ECB will keep interest rates low along the yield curve

Note: French RLGs comprise regions, departements, municipalities and intermunicipalities (including syndicats). Data are consolidated and include all budgets as computed by OFGL from 2016 to 2020. E=Moody’s estimates, F=Moody’s forecasts
Source: OFGL, Moody’s Public Sector Europe

Debt affordability will remain strong

ECB is likely to maintain low interest rates, as slow growth in some countries will 
complicate policy normalisation

Interest expenses will continue to shrink and remain very low compared to 
operating revenues, as costly debt is maturing
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OUTLOOK by RLGs

French regional and local governments: Outlooks and ratings
Credit conditions are stable amid solid revenue growth and spending controls 

Source: Moody’s Investors Service
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Policy shifts
Policymakers will scale back fiscal
and monetary support to varying 
degrees; domestic politics, 
geopolitical risks and regulatory 
actions will set credit context

Reshaped economies
The global economic recovery will 
solidify as pandemic effects lessen 
and businesses and consumers 
adapt, but prospects will diverge 
across regions and sectors

Path to net zero
Policies to meet net-zero carbon
emission commitments will
heighten credit risk and raise the
cost of capital for carbon-intensive
sectors; disclosure around climate
issues will be in focus

Inequality & social risk
COVID-19 has exacerbated
disparities in employment,
incomes and healthcare access,
which have the potential to
weaken social cohesion and
diminish economic progress

Debt sustainability
Debt levels have climbed to
unprecedented highs, which will 
create repayment risks where 
growth and earnings prospects 
weaken or liquidity wanes

New technologies
Technological advances, from
blockchain to electric vehicles, will 
offer competitive advantages to 
some entities and present threats 
to others; cybersecurity risks will 
continue to grow

OPTIONAL Include this slide only if you plan to comment on the themes using 
one of the templates in slides 23 -34. Do not change the descriptive text .Delete this red box before publishing.

The credit landscape in 2022
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