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France’s foreign investor challenge 
21 October 2026 

France and Germany stand out for their highly international investor bases, 
reflecting their economic importance and the deep liquidity of their 
sovereign markets. In today’s environment, however, France’s reliance on 
foreign demand could become a source of vulnerability.  

WHICH COUNTRIES RELY MOST ON FOREIGN INVESTORS?  

SHARE OF GOVERNMENT SECURITIES HELD BY FOREIGN INVESTORS 

 

Source: ECB, The Investment Institute by UniCredit 

THE CONTEXT  

Balance of payments data released yesterday show that foreign investors were buyers of OATs in August, albeit very 
modestly. Until late summer, political uncertainty in France did not discourage foreign investors, which have added 
a total of EUR 200bn to their portfolio since the start of the year. With credit spread tensions now reemerging in the 
eurozone and investors becoming more selective in their investment decisions, the composition of the investor base 
is increasingly relevant. In today’s Coffee Break we look at the presence of foreign investors in various EGB markets. 
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THE DATA 

The chart shows the share of government securities held by foreign investors in selected euro 
area countries, separating investors based in the euro area from those based outside it. The 
aim is to distinguish sovereigns that are more exposed to international demand from those 
that benefit from a larger and potentially more stable domestic investor base. 

The presence of foreign investors varies widely across countries, ranging from around 20% of 
outstanding securities in Greece to about 75% in Finland. 

A key finding is that foreign ownership is overwhelmingly intra-euro area in nature. On average, 
around 75% of foreign holdings are attributable to investors located in other euro area 
countries. This highlights the growing importance of cross-border financial integration within 
the monetary union and suggests that sovereign bond markets are far less segmented than in 
the past. The pattern is also consistent with the increased geographical diversification of 
sovereign bond portfolios held by euro area banks in recent years (see Coffee Break - Eurozone 
banks: portfolio diversification continues ). 

In some countries, holdings by investors outside the euro area account for a particularly small 
share. Portugal is a good example: while foreign investors account for a sizeable share of the 
investor base, almost all of these holdings are concentrated within the euro area. Austria is 
another interesting case: it has a relatively high share of foreign ownership but mostly based 
in the euro area. Our take is that European investors seeking higher yields have viewed 
Portuguese and Austrian government bonds as alternatives to those of Spain and Germany, 
respectively. This may help explain their relative resilience in recent weeks. 

By contrast, Germany and France stand out for the relatively strong presence of non-euro area 
investors, reflecting their role as highly liquid benchmark markets that attract global demand. 
Finland also appears to have comparatively strong appeal among investors from outside the 
monetary union. 

OUR VIEW 

The chart provides a useful framework for assessing the risks faced by euro area sovereign 
issuers in a market likely to remain characterised by greater investor selectivity. Foreign 
investors tend to react more strongly to domestic political developments than local investors, 
and this sensitivity is likely to be even greater among investors located outside the euro area. 

It is not surprising that Germany and France have the most internationally diversified investor 
bases. Both sovereign markets are deep and liquid, their bonds are widely used as benchmark 
instruments, and both countries carry considerable political weight. As a result, they have 
traditionally been the preferred choice of investors wishing to gain exposure to euro area rates 
and duration while limiting credit risk. 

However, some of these features are increasingly being challenged in France. Up until August, 
foreign investors were buyers of OATs, probably as the country’s low dependence on energy 
imports outweighed its fiscal concerns. More recently, however, the need to adjust public 
spending amid social unrest and political uncertainty has weighed on investor sentiment. 
Although data are not yet available, the sharp widening of OAT spreads in September and 
October has probably weighed on demand from foreign investors. Sentiment is unlikely to 
improve until there is greater clarity on the policy outlook. Given foreign investors’ already 
sizeable presence in the French government bond market, the scope for further reduce their 
holdings remains significant and should be regarded as a risk factor for OAT spreads. 

The chart suggests that Germany would be the main beneficiary of any reallocation away from 
France. The Netherlands and Austria could also attract inflows as higher-yielding alternatives, 
albeit in less liquid markets. EU bonds have remained quite stable in recent weeks and, judging 
from this performance, could attract inflows as investors diversify away from French 
government debt. 

https://www.research.unicredit.eu/DocsKey/fxfistrategy_docs_2026_188973.ashx?EXT=pdf&KEY=KZGTuQCn4lsvclJnUgseVC3FbuQ10KutrLjcyRarxDAyFzN23gakcg==&T=1
https://www.research.unicredit.eu/DocsKey/fxfistrategy_docs_2026_188973.ashx?EXT=pdf&KEY=KZGTuQCn4lsvclJnUgseVC3FbuQ10KutrLjcyRarxDAyFzN23gakcg==&T=1
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By contrast, Italy’s investor base appears relatively stable. A larger share of government debt 
is held domestically, supported in part by the Treasury’s strategy of offering securities 
specifically targeted at retail investors. This should provide some insulation for BTPs during 
periods of market volatility and make the market less vulnerable to abrupt shifts in foreign 
investor sentiment. 
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Legal Notices 

Glossary 
Terms used in the report are available on our website: Our glossary 

Marketing Communication 
This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and 
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of 
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even 
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an 
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead 
of the dissemination of investment research. 

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or 
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest 
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all 
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable 
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and 
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry 
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own 
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation. 
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also 
be noted that:  

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results. 

2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly 
according to changes in exchange rates and have an undesirable effect on the profitability of the investment. 

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the 
event of bankruptcy of the issuer, the investor may lose the entire capital. 

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at 
the time of sale up to the entire capital invested. 

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable 
information on their value. 

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of 
the customer and may be subject to change in the future. 

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results. 

8. Diversification does not guarantee a profit or protect against a loss.  

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this 
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication – 

including data, news, information, images, graphics, drawings, brands, and domain names – are owned by the UniCredit Group unless 

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not 
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes 
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1 

https://www.the-investment-institute.unicredit.eu/en/glossary
https://www.the-investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures
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