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VIEW ON THE FRENCH ELECTIONS 
 

 
Europe is currently embarking in a series of elections, which 
have the potential to spark further political shocks and induce 
financial market turmoil on the continent.  Our team of 
Portfolio Managers in London examine the current political 
landscape in France and look at the likely outcome of the 
upcoming Presidential election, as well as the possible 
implications. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
The French presidential elections are taking place on the 23rd 
of April for the first round, followed by a second round on the 
7th of May should none of the 11 candidates achieve 50% of 
the popular vote in the first round. For the first time in modern 
French history, the incumbent President, Socialist Francois 
Hollande, is not running for a second term because of poor 
approval ratings.  There are five frontrunners: Far-Right Marine 
Le Pen, Centrist Emmanuel Macron, Centre-Right Republican 
Francois Fillon, Centre-Left Socialist Benoit Hamon and Far-Left 
Jean-Luc Melenchon. None of them are likely to secure an 
outright majority, therefore a run-off between the candidates 
coming first and second in the first round is expected on the 
7th of May. 
 
The most controversial candidate contesting the Presidential 
election is probably Marine Le Pen, who took over the Front 
National (FN) leadership from her father in 2011.  From the 
moment she took over the leadership, she set out to 
considerably soften the tone of the party (specifically toward 
the Muslim and Jewish communities) at a time when populism 

became more widely accepted across Europe. Her main 
achievement to-date was her election as a Member of the 
European Parliament (MEP) in 2004.  Her main manifesto 
pledges are to: implement tighter immigration controls and to 
organise a referendum to leave the European Union (EU) as 
well as the Euro. Despite being a recent source of concern for 
the market, leaving the EU and the Euro remains a remote 
possibility as the President would need the parliament's 
approval to set these projects in motion. Recent polls also 
show that if such a referendum were to take place, the leavers 
would be some distance away from being able to secure a 
majority, especially concerning the Euro. 
 
Her closest challenger in the opinion polls is the centrist 
Emmanuel Macron. He is still only 39 and has a genuine 
opportunity of becoming France’s youngest ever President.  
He has never participated in an election before but he was an 
economic adviser to President Hollande before being 
appointed Economy Minister in 2014.  During this time, his 
pro-business stance was increasingly clashing with the left of 
the Socialist Party and this served as the catalyst for him to 
form his own party “En Marche!” (translated as “Let’s move 
forward”) before launching his presidential candidacy. His 
program revolves around a EUR 50 billion public investment 
plan, a large cut in corporate tax rates and the introduction of 
more flexible labour laws. 
 
The candidate for the centre-right is Francois Fillon. He won his 
party’s nomination by defeating Nicolas Sarkozy and Alain 
Juppe, whose reputations have been tarnished by lawsuits 
over the years. But Fillon’s campaign has since been 
jeopardized by allegations of his own, that his family 
improperly benefited from public funds. However, he hasn’t 
stepped down, and even complained that he was victim of a 
conspiracy. He has promised to reduce the size of the public 
sector, remove the wealth tax and re-negotiate the 35-hour 
work week. 
 
The candidate running for the Socialist Party is ex-education 
minister Benoit Hamon, who defeated Prime Minister Manuel 
Valls during the party’s primary. His program consists of 
populist measures that range from taxing robots that replace 
the jobs of humans, making labour laws less flexible and 
increasing benefits for the unemployed and for those on the 
minimum wage. 
 
The last and most recent serious contender is Jean-Luc 
Melenchon. He left the Socialist Party in 2008 to found the Left 
Party (the equivalent of a new Communist Party). He was 
elected to the European Parliament in 2009 and remains a MEP 

Executive Summary 
• Macron and Le Pen remain ahead in the polls 
 
• Le Pen’s wish to abolish the Euro is not popular even 

amongst Front National’s voters 
 
• Fillon is very resilient despite having his reputation 

tarnished 
 
• Melenchon has recently gained a lot of last minute 

momentum, overtaking Hamon 
 
• Le Pen will lose in the second round if opposed to a 

candidate from a traditional party, it is more difficult to 
predict the outcome if she faces another anti-
establishment candidate like Melenchon 

 
• France leaving the European Union and/or the Euro 

remains at this stage a very remote possibility  
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today. A critic of the EU’s economic liberalism, he wants to 
reform European treaties (common agricultural policy, 
common security and defence policy, EU stability pact) or 
leave them altogether if such is not possible. He would also 
replace the existing presidential system (The Fifth Republic) by 
an assembly based on proportional representation. Finally, he 
plans to increase benefits significantly, albeit without a clear 
plan to finance them. 
 
Figure 1: 1st Round Election Polls 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: OpinionWay/ORPI 

 
Conclusion 
Currently, Emmanuel Macron and Marine Le Pen are virtually 
tied in the polls (22% to 24% of vote intentions in the first 
round). However, Le Pen could well benefit from a lot of 
hidden votes (i.e. people who don’t want to publicly admit that 
they will vote for the Front National). 
 
Fillon, despite the negative headlines brought against him 
remains very resilient, and benefits from a strong base, so he is 
definitely not out of the race. Hamon is struggling to 
differentiate himself from Melenchon, who is much more 
charismatic. As a result, Melenchon is now gaining momentum 
and is credited with 16% to 18% of the votes in the first round, 
a score similar to Fillon. 
 
Although it is difficult to predict what would happen in the 
second round if Le Pen is facing Melenchon, because this 
situation has never occurred in the past, it is quite clear that Le 
Pen has a much harder challenge to win if she stood against 
Macron or Fillon. This is simply because the other parties will 
call their electors to unite against Le Pen in the second round, 
and very few of them would switch to a Front National vote. 
 
Hence, even though election uncertainty has weighed on 
French assets (with the 10-year OAT-Bund spread widening by 
more than 50bps since July 2016) and will likely continue to do 
so until the second round election, even with a Le Pen win, the 
most negative scenarios outlined above are unlikely to prevail. 
Indeed, the French constitution has many checks and balances 
built-in that prevent the future president from taking unilateral 
decisions and, thus, we do not expect a major surge in risk 
aversion in European fixed income markets. 
 

Important Information 
This document is prepared by Nikko Asset Management Co., Ltd. 
and/or its affiliates (Nikko AM) and is for distribution only under such 
circumstances as may be permitted by applicable laws. This 
document does not constitute investment advice or a personal 
recommendation and it does not consider in any way the suitability or 
appropriateness of the subject matter for the individual 
circumstances of any recipient. 
 
This document is for information purposes only and is not intended to 
be an offer, or a solicitation of an offer, to buy or sell any investments 
or participate in any trading strategy. Moreover, the information in 
this material will not affect Nikko AM’s investment strategy in any way. 
The information and opinions in this document have been derived 
from or reached from sources believed in good faith to be reliable but 
have not been independently verified. Nikko AM makes no guarantee, 
representation or warranty, express or implied, and accepts no 
responsibility or liability for the accuracy or completeness of this 
document. No reliance should be placed on any assumptions, 
forecasts, projections, estimates or prospects contained within this 
document. This document should not be regarded by recipients as a 
substitute for the exercise of their own judgment. Opinions stated in 
this document may change without notice. 
 
In any investment, past performance is neither an indication nor 
guarantee of future performance and a loss of capital may occur. 
Estimates of future performance are based on assumptions that may 
not be realised. Investors should be able to withstand the loss of any 
principal investment. The mention of individual stocks, sectors, 
regions or countries within this document does not imply a 
recommendation to buy or sell. 
 
Nikko AM accepts no liability whatsoever for any loss or damage of 
any kind arising out of the use of all or any part of this document, 
provided that nothing herein excludes or restricts any liability of 
Nikko AM under applicable regulatory rules or requirements. 
 
All information contained in this document is solely for the attention 
and use of the intended recipients. Any use beyond that intended by 
Nikko AM is strictly prohibited. 
 
Japan: The information contained in this document pertaining 
specifically to the investment products is not directed at persons in 
Japan nor is it intended for distribution to persons in Japan. 
Registration Number: Director of the Kanto Local Finance Bureau 
(Financial Instruments firms) No. 368 Member Associations: The 
Investment Trusts Association, Japan/Japan Investment Advisers 
Association/Japan Securities Dealers Association. 
 
United Kingdom and rest of Europe: This document constitutes a 
financial promotion for the purposes of the Financial Services and 
Markets Act 2000 (as amended) (FSMA) and the rules of the Financial 
Conduct Authority (the FCA) in the United Kingdom (the FCA Rules). 
 
This document is communicated by Nikko Asset Management Europe 
Ltd, which is authorised and regulated in the United Kingdom by the 
FCA (122084). It is directed only at (a) investment professionals falling 
within article 19 of the Financial Services and Markets Act 2000 
(Financial Promotions) Order 2005, (as amended) (the Order) (b) 
certain high net worth entities within the meaning of article 49 of the 
Order and (c) persons to whom this document may otherwise lawfully 
be communicated (all such persons being referred to as relevant 
persons) and is only available to such persons and any investment 
activity to which it relates will only be engaged in with such persons. 
 
United States: This document is for information purposes only and is 
not intended to be an offer, or a solicitation of an offer, to buy or sell 
any investments. This document should not be regarded as 
investment advice. This document may not be duplicated, quoted, 
discussed or otherwise shared without prior consent. Any offering or 
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distribution of a Fund in the United States may only be conducted via 
a licensed and registered broker-dealer or a duly qualified entity. 
Nikko Asset Management Americas, Inc. is a United States Registered 
Investment Adviser. 
 
Singapore: This document is for information only with no 
consideration given to the specific investment objective, financial 
situation and particular needs of any specific person. You should seek 
advice from a financial adviser before making any investment. In the 
event that you choose not to do so, you should consider whether the 
investment selected is suitable for you. Nikko Asset Management Asia 
Limited is a regulated entity in Singapore. 
 
Hong Kong: This document is for information only with no 
consideration given to the specific investment objective, financial 
situation and particular needs of any specific person. You should seek 
advice from a financial adviser before making any investment. In the 
event that you choose not to do so, you should consider whether the 
investment selected is suitable for you. The contents of this document 
have not been reviewed by the Securities and Futures Commission or 
any regulatory authority in Hong Kong. Nikko Asset Management 
Hong Kong Limited is a licensed corporation in Hong Kong. 
 
Australia: Nikko AM Limited ABN 99 003 376 252 (Nikko AM 
Australia) is responsible for the distribution of this information in 
Australia. Nikko AM Australia holds Australian Financial Services 
Licence No. 237563 and is part of the Nikko AM Group. This material 
and any offer to provide financial services are for information 
purposes only. This material does not take into account the objectives, 
financial situation or needs of any individual and is not intended to 
constitute personal advice, nor can it be relied upon as such. This 
material is intended for, and can only be provided and made available 
to, persons who are regarded as Wholesale Clients for the purposes of 
section 761G of the Corporations Act 2001 (Cth) and must not be 
made available or passed on to persons who are regarded as Retail 
Clients for the purposes of this Act. If you are in any doubt about any 
of the contents, you should obtain independent professional advice. 
 
New Zealand: Nikko Asset Management New Zealand Limited 
(Company No. 606057, FSP22562) is the licensed Investment Manager 
of Nikko AM NZ Investment Scheme and the Nikko AM NZ Wholesale 
Investment Scheme. 
 
This material is for the use of researchers, financial advisers and 
wholesale investors (in accordance with Schedule 1, Clause 3 of the 
Financial Markets Conduct Act 2013 in New Zealand). This material 
has been prepared without taking into account a potential investor’s 
objectives, financial situation or needs and is not intended to 
constitute personal financial advice, and must not be relied on as 
such. Recipients of this material, who are not wholesale investors, or 
the named client, or their duly appointed agent, should consult an 
Authorised Financial Adviser and the relevant Product Disclosure 
Statement or Fund Fact Sheet (available on our 
websitewww.nikkoam.co.nz). 
 
Kingdom of Bahrain: The document has not been approved by the 
Central Bank of Bahrain which takes no responsibility for its contents. 
No offer to the public to purchase the Strategy will be made in the 
Kingdom of Bahrain and this document is intended to be read by the 
addressee only and must not be passed to, issued to, or shown to the 
public generally. 
 
Kuwait: This document is not for general circulation to the public in 
Kuwait. The Strategy has not been licensed for offering in Kuwait by 
the Kuwaiti Capital Markets Authority or any other relevant Kuwaiti 
government agency. The offering of the Strategy in Kuwait on the 
basis a private placement or public offering is, therefore, restricted in 
accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as 
amended). No private or public offering of the Strategy is being made 
in Kuwait, and no agreement relating to the sale of the Strategy will 

be concluded in Kuwait. No marketing or solicitation or inducement 
activities are being used to offer or market the Strategy in Kuwait. 
 
Kingdom of Saudi Arabia: This document is communicated by Nikko 
Asset Management Europe Ltd (Nikko AME), which is authorised and 
regulated by the Financial Services and Markets Act 2000 (as 
amended) (FSMA) and the rules of the Financial Conduct Authority 
(the FCA) in the United Kingdom (the FCA Rules). This document 
should not be reproduced, redistributed, or sent directly or indirectly 
to any other party or published in full or in part for any purpose 
whatsoever without a prior written permission from Nikko AME. 
 
This document does not constitute investment advice or a personal 
recommendation and does not consider in any way the suitability or 
appropriateness of the subject matter for the individual 
circumstances of any recipient. In providing a person with this 
document, Nikko AME is not treating that person as a client for the 
purposes of the FCA Rules other than those relating to financial 
promotion and that person will not therefore benefit from any 
protections that would be available to such clients. 
 
Nikko AME and its associates and/or its or their officers, directors or 
employees may have or have had positions or material interests, may 
at any time make purchases and/or sales as principal or agent, may 
provide or have provided corporate finance services to issuers or may 
provide or have provided significant advice or investment services in 
any investments referred to in this document or in related 
investments. Relevant confidential information, if any, known within 
any company in the Nikko AM group or Sumitomo Mitsui Trust Bank 
group and not available to Nikko AME because of regulations or 
internal procedure is not reflected in this document. The investments 
mentioned in this document may not be eligible for sale in some 
states or countries, and they may not be suitable for all types of 
investors. 
 
Oman: The information contained in this document nether 
constitutes a public offer of securities in the Sultanate of Oman as 
contemplated by the Commercial companies law of Oman (Royal 
decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, 
nor does it constitute an offer to sell, or the solicitation of any offer to 
buy non-Omani securities in the Sultanate of Oman as contemplated 
by Article 139 of the Executive Regulations to the Capital Market law 
(issued by Decision No. 1/2009). This document is not intended to 
lead to the conclusion of any contract of whatsoever nature within 
the territory of the Sultanate of Oman. 
 
Qatar (excluding QFC): The Strategies are only being offered to a 
limited number of investors who are willing and able to conduct an 
independent investigation of the risks involved in an investment in 
such Strategies. The document does not constitute an offer to the 
public and should not be reproduced, redistributed, or sent directly or 
indirectly to any other party or published in full or in part for any 
purpose whatsoever without a prior written permission from Nikko 
Asset Management Europe Ltd (Nikko AME). No transaction will be 
concluded in your jurisdiction and any inquiries regarding the 
Strategies should be made to Nikko AME. 
 
United Arab Emirates (excluding DIFC): This document and the 
information contained herein, do not constitute, and is not intended 
to constitute, a public offer of securities in the United Arab Emirates 
and accordingly should not be construed as such. The Strategy is only 
being offered to a limited number of investors in the UAE who are (a) 
willing and able to conduct an independent investigation of the risks 
involved in an investment in such Strategy, and (b) upon their specific 
request. 
 
The Strategy has not been approved by or licensed or registered with 
the UAE Central Bank, the Securities and Commodities Authority or 
any other relevant licensing authorities or governmental agencies in 
the UAE. This document is for the use of the named addressee only 
and should not be given or shown to any other person (other than 
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employees, agents or consultants in connection with the addressee's 
consideration 
thereof). 
 
No transaction will be concluded in the UAE and any inquiries 
regarding the Strategy should be made to Nikko Asset Management 
Europe Ltd. 
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