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Point Of View

► The talks between Russia and Saudi Arabia to extend the oil production cuts beyond March broke down last week-end,

triggering an oil price war aimed at gaining market share. Brent oil prices fell by USD 11/bbl to USD 35/bbl, the biggest

one-day drop since the Gulf War in 1991. The oil price shock comes at a time when the coronavirus outbreak was already

having a sizable impact across the global economy.

► Restrictions imposed by various governments in Europe, Romania included, are aimed primarily at restricting the

movement of people. The industry sector is likely to continue its downward trend over the next couple of quarters. Sectors

like travel, leisure, entertainment or hospitality would be negatively affected to a great extent.

► Domestic consumption, which was Romania’s main engine of growth over the last years is likely to suffer a deceleration,

which would likely last at least during the first half of the year. The construction sector, which advanced by a remarkable 28%

in 2019 will also see an accelerated slowdown.

How Large Effects Would Have the Global Oil Price Shock and the Coronavirus Outbreak 

On Romania’s Economic Growth This Year?
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Point Of View

As such, Romania’s economic growth

this year looks set to be below the

government’s estimate of 4.1% by quite

a margin – this at a time when most

European large economies are expected

to enter recession. By how much, it will

depend on how long the coronavirus

crisis will last and what the government

response will be. If the coronavirus crisis

fails to be contained by the summer,

Romania’s economy could be closing in

to the recession territory too.
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Households’ demand for credit

slowed down in December, advancing

by only 2.6% in real terms year on

year. Such a relatively low rate of

domestic credit growth might look

peculiar given the rate of growth of

both real wages, at close to 15%, and

GDP growth, at 4.1%.
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Annual retail sales growth, which is a

good proxy for domestic consumption,

stood at 7.1% last year, higher than the

5.6% rate recorded in 2018. In this

respect Romania is an exception when

compared to other economies in

Eastern Europe (i.e. Poland, Czechia or

Hungary) where retail sales fell in 2019

compared to the previous year.

However, retail sales growth could

come down this year, given the

coronavirus outbreak.
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Government borrowing costs are

already the highest in the region,

across both short-term, such as 1-

month or 1-year and long-term

maturities, such as 10-year. Some

countries, such as Hungary or

Bulgaria manage to borrow even at

negative or close to zero rates in the

short term. Even Greece, which has a

sizable public debt to GDP ratio

borrows at rates lower than Romania.

www.fppg.ro

Source: European Commission. PO-Poland, HU- Hungary, BG-Bulgaria, GR-Greece,
RO- Romania, CR-Czechia.

https://www.fppg.ro/


Monthly consumer price inflation

(CPI) rose by 0.25% in February,

bringing the annual CPI inflation rate

down to 3.1%. Given the existing

sizable demand and supply shocks,

inflation will likely fall over the

coming months.
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p – provisional; e- estimated, * - forecast values; S1 – first

semester; 19m9 – first nine months of 2019. eop – end of

period; All forecasts assume constant taxes. (1) own

forecast. Romania’s GDP growth forecast: European

Commission (EC) (Revised February 2020): 3.8% in 2020,

3.5% in 2021. IMF (revised October): 3.5% in 2020. (2)

own forecast. NBR CPI forecast is 3.1% for 2020. EC: 3.4%

for 2020 and 3.3% for 2021, (HCPI inflation). IMF: 3.3% in

2020. (3) own forecast. EC C/A balance forecasts are: -

5.3% in 2020 and -5.4% in 2021. (4) own forecast.

Assuming pensions increase as per Pensions Law. EC

budget deficit forecast is -4.4% of GDP in 2020 and -6.1%

in 2021. (5) Includes guarantees issued by central and

local authorities.

Sources: Own forecast, European Commission, IMF, local

authorities
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Disclaimer:

The material presented in this Bulletin is intended to encourage better understanding of economic policy and financial markets. Neither the information nor

the opinions expressed herein constitute, or are to be construed as, an offer or solicitation of an offer to buy or sale of any commodities, securities or

investments. Although the information compiled herein is considered reliable, its accuracy is not guaranteed and is not to be taken in substitution for the

exercise of judgment by any recipient. Any person using this Bulletin’s material does so solely at his own risk and the Author shall be under no liability

whatsoever in respect thereof.
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