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We see three important takeaways from the first round results of the presidential race.

1) The electorate has spoken, and said that Emmanuel Macron is the most trusted
politician to lead France for the next five years, but he gathered a rather modest
support of 24% when compared with the last two presidential races

2) Marine Le Pen came in second — she did not garner as much support as predicted
originally by the surveys a few months back, but she should not be underestimated, in

our view.

3) The performance of the socialist party was abysmal.

2017 % votes
Macron 24.0 8,657,326
Le Pen 21.3 7,679,493
Fillon 20.0 7,213,797
Melenchon 19.6 7,060,885
Hamon 6.4 2,291,565
Dupont-Aignan 4.7 1,695,186
rest 4.0 1,460,561
valid votes 75.8 36,058,813

1st Round of the Presidential race

2012
Hollande
Sarkozy
Le Pen
Melenchon
Bayrou
Dupont-Aignan
rest
valid votes

% votes
28.6 10,272,705
27.2 9,753,629
17.9 6,421,426
11.1 3,984,822

9.1 3,275,122
1.8 643,907
4.3 1,531,598

78.0 35,883,209

Source: French interior minister, ADA Economics Research

What does this imply?

We believe that Macron is likely to win the second round of voting on 7 May: in our view, he
should be able to attract most of Fillon’s and Hamon’s voters; leaving Le Pen with some
backing from Melenchon’s voter base, some of those that voted for the less well-known
candidates (Dupont-Aignan, LaSalle, perhaps) and a small share of Fillon’s voter base.

Macron’s potential victory over Le Pen in the second round may well prove to be a lot narrower
than the current opinion polls suggest (60-35%), but we believe that Le Pen is missing 1m
votes, which she will not be able to mobilise quickly for three important reasons:

1. She is distrusted on social issues by many voters who would agree with her on the EU
or taxation issues. This is part of her legacy (and her views), and something that cannot
be altered in the two weeks the campaign has left to run.

2. Her programme is closer to Fillon’s on taxes, but closer to Melenchon’s on the EU. The
majority of Melenchon’s voter base, in our view, is not ready to back a different
candidate just to change the EU.
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3. Two significant parts of her programme — the EU and support for SMEs — are not
sufficiently mainstream priorities for now, in our view.

Even if Le Pen does not win the presidency, she is extremely well-positioned to influence the
future of the EU anyway, in our view. To be fair, this is the case both because the Front
National is leading the EU-sceptic debate at a time when the electorate is disillusioned with
the Union, and also because the severe weakness of the socialist party opens the door for the
“non-traditional” parties to perform well at the upcoming legislative elections (11th and 18th
June). This time, the Front National, together with Melenchon and the remaining fringe parties,
may well be able to gain enough seats to have the effective majority in parliament on topics
concerning major EU reforms.

National Assembly seat distribution ~ 1st round % 2nd round %
Socialist, Ecologists & Republican 285 29.3 40.9
Republican 199 27.1 37.9
Union of Democratic & ndep 27
Radical, rep, democratic & progress 18
Left, democratic and repub 15
Not registered 26
National Front 2 6.9 1.1

Source: French national assembly, ADA Economics Research

In conclusion: Macron is likely to win the presidency, but Le Pen is likely to win the
debate on the future of Europe.

Raffaella Tenconi, 27" April 2017
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Disclaimer

TERMS AND CONDITIONS OF USE

YOU AGREE THAT YOU ARE USING THIS REPORT AND THE ADA Economics Ltd (“ADA")
SERVICES AT YOUR OWN RISK AND LIABILITY. NEITHER ADA NOR ANY DIRECTOR, OFFICER,
EMPLOYEE OR AGENT OF ADA ACCEPTS ANY LIABILITY WHATSOEVER FOR ANY DIRECT,
INDIRECT, CONSEQUENTIAL, MORAL, INCIDENTAL, COLLATERAL OR SPECIAL DAMAGES, OR
LOSSES OF ANY KIND, INCLUDING, WITHOUT LIMITATION, THOSE DAMAGES ARISING FROM
ANY DECISION MADE OR ACTION TAKEN BY YOU IN RELIANCE ON THE CONTENT OF THIS
REPORT, OR THOSE DAMAGES RESULTING FROM LOSS OF USE, DATA OR PROFITS,
WHETHER FROM THE USE OF OR INABILITY TO USE ANY CONTENT OR SOFTWARE OBTAINED
FROM THIRD PARTIES REQUIRED TO OBTAIN ACCESS TO THE CONTENT, OR ANY OTHER
CAUSE, EVEN IF ADA IS ADVISED OF THE POSSIBILITY OF SUCH DAMAGES OR LOSSES, AND
EVEN IF CAUSED BY ANY ACT, OMISSION OR NEGLIGENCE OF ADA OR ITS DIRECTORS,
OFFICERS, EMPLOYEES OR AGENTS, AND EVEN IF ANY OF THEM HAS BEEN APPRISED OF
THE LIKELIHOOD OF SUCH DAMAGES OCCURRING.

I/ Copyright 2017 ADA. All rights reserved.

This report may provide information, commentary on and the discussion of issues relating to the state
of the economy and the capital markets. All opinions, projections and estimates constitute the judgment
of the author as of the date of the report and are subject to change without notice. ADA is under no
obligation to update this report and readers should therefore assume that ADA will not update any fact,
circumstance or opinion contained in this report.

The content of this report is provided for discussion purposes only. Any forward-looking statements or
forecasts included in the content are based on assumptions derived from historical results and trends.
Actual results may vary from any such statements or forecasts. No reliance should be placed on any
such statements or forecasts when making any investment decision, and no investment decisions
should be made based on the content of this report.

This report is not intended to provide personal investment advice and it does not take into account the
specific investment objectives, financial situation and particular needs of any specific person. Under no
circumstances does any information represent a recommendation to buy or sell securities or any other
asset, or otherwise constitute investment advice. Investors should seek financial advice regarding the
appropriateness of investing in specific securities or financial instruments and implementing the
investment strategies discussed or recommended in this report.

This report should not be regarded by recipients as a substitute for the exercise of their own judgment
and readers are encouraged to seek independent, third-party research on any companies discussed or
affected by this report.

Securities and other financial instruments discussed in this report are not insured and are not deposits
or other obligations of any insured depository institution. Investments in general and, derivatives, in
particular, involve numerous risks, including, among others, market risk, counter-party default risk and
liquidity risk. No security, financial instrument or derivative is suitable for all investors. In some cases,
securities and other financial instruments may be difficult to value or sell, and reliable information about
the value or risks related to the security or financial instrument may be difficult to obtain. Investors
should note that income from such securities and other financial instruments, if any, may fluctuate and
that the price or value of such securities and instruments may rise or fall and, in some cases, investors
may lose their entire principal investment. Past performance is not necessarily a guide to
future performance.
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Foreign currency rates of exchange may adversely affect the value, price or income of any security or
financial instrument mentioned in this report. Investors in such securities and instruments effectively
assume currency risk.

Any information relating to the tax status of financial instruments discussed herein is not intended to
provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice
based on their particular circumstances from an independent tax professional.

Individuals identified as economists in this report do not function as research analysts. Under U.S. law,
reports prepared by them are not research reports under applicable U.S. rules and regulations.

In accordance with rules established by the U.K. Financial Services Authority, macroeconomic analysis
is NOT considered investment research.

Materials prepared by ADA research personnel are based on public information. Facts and views
presented in this material have not been reviewed by, and may not reflect information known to,
professionals in other business areas of ADA.

To the extent that this report discusses any legal proceeding or issues, it has not been prepared as nor
is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal
advisers as to issues of law relating to the subject matter of this report. ADA research personnel’s
knowledge of legal proceedings in which any ADA entity and/or its directors, officers and employees
may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies mentioned in
this report is based on public information. Facts and views presented in this material that relate to any
such proceedings have not been reviewed by, nor discussed with, and may not reflect information
known to, professionals in other business areas of ADA in connection with the legal proceedings or
matters relevant to such proceedings.

The information herein (other than the disclosure information relating to ADA and its affiliates) was
obtained from various sources and, while all efforts have been made to provide accurate information,
ADA does not guarantee its accuracy. This report may contain links to third-party websites. ADA is not
responsible for the content of any third-party website or any linked content contained in a third-party
website. Content contained on such third-party websites is not part of this report and is not incorporated
by reference into this report. The inclusion of a link in this report does not imply any endorsement by or
any affiliation with ADA.

Any unauthorised use or disclosure is prohibited.



