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Point Of View

► The results of Romania’s EU parliament elections at the end of May show that the electorate’s political voting intentions have changed

significantly over the last couple of years. The emergence of the newly established USR-PLUS alliance, as an alternative to the traditional

political parties, follows trends in other EU countries and is bound to shape the domestic political debate in the near future.

► The dramatic drop in the voting intentions for both PSD and ALDE underlines discontent with the chaotic economic policies and

diminishing trust in the governing coalition’s ability to deliver on its promises. However, the immediate threat to the incumbent

government, led by the PSD-ALDE coalition, seems rather remote. The Parliamentary arithmetic suggests that, barring any unexpected

events, a PSD-ALDE coalition government could plausibly keep ruling until, at least, mid-2020. The direction of current economic policies,

looks set to change little. Moreover, the governing coalition scramble to win back some of the one million votes lost could lead to

increased spending.

A Reset of Economic Policies Could Only Happen With A Majority

Parliamentary Change 
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Point Of View

The policy under which public investment

funds target local projects, most of them

questionable, is bound to continue. The risk

of signing rushed public private partnerships

increases and could shift some of the costs

towards future governments. And, the

planned increase in public sector wages and

pensions would add more pressure on an

already overstretched budget.
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Following their periodic review,

all three global rating agencies

left unchanged Romania’s

country rating in May -

essentially one notch above the

investment grade.
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Prevailing fiscal tensions are more

visible seen in the government’s cost of

debt finance. At the end of May, the 6-

month short term government bond

yield, at 3.5%, was higher than those

with the 1-year maturity, which stood at

3.3%. This inversion of the government

bond yield curve in the very short term

highlights increased market uncertainty

over the course of fiscal policy.
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For the first time in a long period, the

services trade balance - expressed in

nominal EUR terms - fell in 19Q1. If

this trend continues, the risk of an

abrupt deterioration of the current

account deficit – and an increased

pressure on interest and exchange

rates – cannot be ruled out.
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Brent oil prices dived in early June to

USD 62/bbl, falling by more than 20%

from their highs, after a surprise

increase across main oil products

yielded one of the largest aggregate

inventory build up in almost 30 years. A

combination of increased oil supply and

slowing demand growth could

counterbalance to some extent the

effects of geopolitical risks on oil prices.
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p – provisional; e- estimated, * - forecast values; Q1 – first

quarter; eop – end of period; All forecasts assume constant

taxes. (1) own forecast. Romania’s GDP growth forecast:

European Commission (EC) (Revised May 2019): 3.3% in 2019

and 3.1% in 2020. (1a) – annual growth, seasonally adjusted. (2)

own forecast. NBR CPI forecasts are 4.2% for end 2019 and 3.3%

for 2020. EC: 3.6% for end 2019 and 3.0% for end 2020 (HCPI

inflation). (3) own forecast. EC C/A balance forecasts is -5.2% of

GDP for 2019 and -5.3% in 2020. (4) Includes guarantees issued

by central and local authorities.

Sources: Own forecast, European Commission, IMF, local

authorities

www.fppg.ro

https://www.fppg.ro/


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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