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SOVEREIGN INTEREST RATE VS. BANK LENDING RATE FOR NON-FINANCIAL COMPANIES:
TOWARDS A DURABLE CONVERGENCE IN FRANCE?

Stéphane Colliac

The public debt ratio is rising again in the
Eurozone, while its equivalent for non-fi- 10- YEAR SOVEREIGN RATE, SWAP RATE AND BANK LENDING RATE TO NFCs
nancial companies (NFCs) is decreasing.
The October 2025 Fiscal Monitor of the
IMF forecasts that the public debt ratio

will increase by 5 points of GDP in the 5 e Taux swap —— Souverain - France
euro area by 2030 compared to its 2024
level (87.2% of GDP, compared to 83.6% in ———Souverain - Allemagne ——ENF - France

2019). Against this background, the debt of
non-financial companies reached its lowest
level since Q3 2007 in Q2 2025, at 66.6%
of GDP.

Meanwhile, the average interest rate
granted by banks to non-financial com-
panies has decreased, while the 10-year 2
sovereign rate has increased in several
countries in the Eurozone. We focus on
France, where both reached about 3.4% in 1
August 2025. It is an unusual convergence:
Is this abnormal or a phenomenon set to
last? 0

The interest rate that a bank grants to its
borrowers depends on the cost at which it
finances itself (swap rate) plus a premium
reflecting the risk associated with the bor-
rower. See: “Eurozone: the bulk of the de-
crease in borrowing costs is behind us”.
However, if the interest rate that banks
grant to NFCs is close to the sovereign rate, it is because the cost of their financing is lower. Thus, the 3-month/10-year swap rate has decreased
and is now approaching the German rate, the European benchmark (and therefore the risk-free rate for sovereign rates).
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SOURCE: ECB, BANQUE DE FRANCE, BUNDESBANK, BNP PARIBAS

The rise in sovereign rates, linked to the increasing debt observed in key countries such as France, but also in Germany, has not prevented the fall
in the swap rate and therefore that of bank rates to NFCs. This results in a convergence between the French sovereign rate and the rate for NFCs,
already observed during the Eurozone crisis: the effect of the rise in sovereign rates on credit conditions in the private sector could therefore be
cushioned (as well as in 2025). All this before the quantitative easing of the ECB came to restore, lower sovereign rates, from 2015 onwards.

The monetary policy outlook is different today. According to our forecasts, the ECB has completed its cycle of rate cuts. It has brought the monetary
policy to a broadly neutral territory, where it should stay over the next 12 months. In parallel, we expect that the sovereign rate remains high for
longer (notably because German rates should face upward pressure, due to the increasing public debt). As long as the ECB's policy remains neutral,
the new hierarchy, where the swap rate is lower than the French sovereign rate and the rate on NFCs is comparable to the sovereign rate, should
therefore be expected to last. Such a convergence of financing costs between NFCs and sovereign rates can also be observed (and would remain the
same) in other countries of the Eurozone.
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The information and opinions contained in this document have been obtained from, or are based
on, public sources believed to be reliable, but there is no guarantee of the accuracy, comple-
teness or fitness for any particular purpose of such information and such information may not
have been independently verified by BNPP or by any person. None of BNPP any of its subsidiary
undertakings or affiliates or its members, directors, officers, agents or employees accepts any
responsibility or Liability whatsoever or makes any representation or warranty, express or im-
plied, as to the accuracy and completeness of the information or any opinions based thereon
and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID Il, or form any part of any offer to sell or issue
and is not a solicitation of any offer to purchase any financial instrument, nor shall it or any
part of it nor the fact of its distribution form the basis of, or be relied on, in connection with
any contract or investment decision. Information and opinions contained in this document are
published for the information of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without
notice. In providing this document, BNPP does not offer investment, financial, legal, tax or any
other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
may make a market in, or may, as principal or agent, buy or sell securities of any issuer or person
mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
have a financial interest in any issuer or person mentioned in this document, including a long
or short position in their securities and/or options, futures or other derivative instruments based
thereon, or vice versa. BNPP, including its officers and employees may serve or have served as
an officer, director or in an advisory capacity for any person mentioned in this document. BNPP
may, from time to time, solicit, perform or have performed investment banking, underwriting
or other services (including acting as adviser, manager, underwriter or lender) within the last
12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three months from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.

Structural or thematic topics

ECOPERSPECTIVES

Analyses and forecasts with a focus on developed and emerging
economies.

ECOFLASH

Data releases, major economic events

ECOWEEK

Recent economic and policy developments, data comments, economic
calendar, forecasts

ECOPULSE

Easy-to-read monthly overview of inflation dynamics

ECOCHARTS

Monthly barometer of key economic indicators of the main OECD
countries.

ECOTV

What is the key event of the month?
You will find the answer in our economy broadcast.
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BNP Paribas is a société anonyme incorporated in France, licensed and supervised as a credit
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