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The International Monetary Fund (IMF) has urged France and Italy to continue reforms to boost
their fragile economic growth.

In its annual reports on the two countries published on Monday and Tuesday (11-12 July), the IMF
also warned that they could be hit by the consequences of Brexit.

"This risk has now materialised," the IMF says about the risk for Italy of the UK's exit from the EU.

The fund noted that, since the 23 June British referendum, Italy's main stock index has fallen by 9
percent and bank equity prices declined by about 25 percent.

For France, the IMF notes that "the risks to the outlook are now firmly on the downside, with much
higher uncertainty around financial conditions and political developments in Europe".

Like other EU economies, France's could be affected "through trade, financial, and confidence
channels", the IMF said, pointing at risks for French exports to the UK and other EU countries.

France and Italy, which are two of Europe's main economies but also two of its most problematic
countries, still have major effort to make to secure their future, the Washington-based institution
says.

In France, the recovery is "solidifying", with 1.5 percent growth this year and 1.25 percent
forecasted for 2017 - down from 1.5 percent because of uncertainties related to the Brexit vote.

But to the IMF, the "key obstacle" to growth remains the labour market, with an unemployment
rate of around 10 percent.

The fund pointed out "two central policy challenges" - the creation of jobs and the sustainability of
public finances.

While the European Commission gave France until the end of 2017 to reduce its deficit under 3
percent of GDP, the fund notes that "structural fiscal adjustment is slowing to near zero this year"
and that public debt is growing.



In Italy, the economy was recovering gradually from a deep and protracted recession", the IMF
said.

But it added that "productivity and investment growth are low; the unemployment rate remains
above 11 percent * bank balance sheets are strained by very high NPLs [non-performing loans,
which are not repaid to banks] and lengthy judicial processes".

It also pointed out that Italy's debt is now around 133 percent of the GDP and that it "limits the
fiscal space to respond to shocks".

Because of these internal problems and the consequences of the Brexit vote, the fund has lowered
its growth forecasts for Italy, from 1.1 percent to 1 percent this year and from 1.25 percent to 1
percent in 2017.

For Italy, it said, it is "imperative"' reforms are "fully carried out and deepened".
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