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Romania 
Foreign LT: BB/Positive, Local LT: BB+/ Positive (Latest rating review released on December 17, 2003) 

  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
  
<Outlook and Noticeable Points> 
(1) Real GDP growth by 5% in 2004 is in sight, though C/A deficit shall remain high over 5% of GDP 
● Real GDP grew by 4.9% in 2003 after growing 5.0% in 2002, or just in excess of the original government projection 

of 4.8%, primarily spurred by private consumption and gross fixed capital formation. In 2004, recovery of 
equipment investment and exports may fall short of the government projections due to slower economic recovery in 
the country’s main trading partners, e.g. Italy and Germany. However, JCR forecasts a steady growth rate of 5.0% 
for 2004 in view of solid consumption and accelerated infrastructure investment in preparation for the EU 
accession. 

● A steep rise in imports brought about a larger trade deficit, sending the current account deficit deteriorating to 5.9% 
of GDP in 2003 from 3.4% the year before. A stricter standard for bank lending*1 introduced in February 2004 may 
help damp imports. However, JCR forecasts that the current account deficit will shrink only slightly to 5.5% of GDP 
in 2004. 

● Despite the prospect of accelerating economic growth, the employment adjustment is expected to continue in 2004. 
The government plans an additional reduction of workforce in unprofitable state-owned enterprises, including that 
in the mining sector. The unemployment rate rose to 7.2% at the end of 2003 and 7.7% in March 2004 after falling 
to a low of 6.5% in September 2003. Since a tighter monetary policy was adopted last spring, the business sentiment 
in the construction sector has deteriorated. There might be further employment adjustment in the sector. 

*1)  Refer to ‘Sovereign Quarterly Review, February 2004（http://www.jcr.co.jp/sve/cxo/rｍ04-02.pdf）’.    
(2) ‘Precautionary Standby Arrangement’ to be endorsed by IMF in July 
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<Main Viewpoints on the Rating> 
Positive Factors 

Improved macroeconomic performance. 
Maintenance of fiscal discipline. 
Reduced public debt-service payments brought
by extended loan terms and declining interest
rates. 

Negative Factors 
Delay in structural reforms in terms of
efficiency and administration 
Expansion of current account deficit amid rapid
growth of outstanding credits in private sector. 

<Updated: from February 2004 to April 2004>

Positive Factors 

Romania’s real GDP grew strongly by 4.9% in 2003, almost unchanged from 5.0% in 2002, driven by private
consumption and capital investments. A growth rate of 5.0% is also in sight in 2004 and 2005 in view of
prospective improvement of external environments, in addition to the two above-mentioned factors. 
An IMF mission and the Romanian government released an agreement on a 24-month program to be supported
by a precautionary standby arrangement totaling SDR 250 million. The program is expected to be endorsed by
the IMF Executive Board Meeting in June. It will have a positive impact on future negotiations for Romania’s
EU accession. 

Negative Factors 
Current account deficit widened to 5.9% of GDP in 2003 from 3.4% in 2002 due to an increased trade deficit.
Though the National Bank of Romania (NBR) put a stricter standard for bank lending in place in February 2004,
JCR expects that the current account deficit will only improve to 5.5% of GDP in 2004. 
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● On April 26, an IMF mission announced that it reached an agreement with the Romanian government on a 
24-month program to be supported by a “precautionary standby arrangement” totaling SDR 250 million (circa 
US$ 360 million). The agreement is expected to be endorsed by the IMF Executive Board in July. 

● Under this program, the Romanian government has agreed to cut budget deficits, reduce an annual current account 
deficit (from 5.9% of GDP in 2003 to 5.5% in 2004) and hold an annual CPI rise to 9% at the end of 2004 and 6% 
at the end of 2005. According to media reports, the government has also agreed to trim the number of employees in 
public enterprises, curb wage increases in real terms, promote privatization of energy sector utilities (electricity, gas 
and petroleum) and raise utility rates. 

● A Ministry of Public Finance official said, “Romania will not have to withdraw the standby credit from the IMF, but 
needs it as an external display to show that the government is turning around the economy in preparation for our EU 
accession.” In fact, as the government plans to cut the budget deficit from 2.3% of GDP in 2003 to 2.1% in 2004 
under the program, the possibility of Romania withdrawing the credit looks rather slim. 

● NBR enforced stricter lending rules in February to prepare the ground for attaining the pledges made under the 
program. Credit expansion has begun to show signs of abating. Growth of the outstanding balance of private credits 
decelerated to 66.7% year-on-year and 0.5% month-on-month in February from 70.1% and 3.1%, respectively, in 
January. However, any steep fall in the private-sector credit demand is unlikely, given the persistent expectation for 
business recovery. Future developments of credit expansion need to be watched carefully.  

(3) Delay in privatization of public utilities needs to be watched 
● Since the establishment of APAPS (Privatization Authority) in 2000, the privatization process in Romania has 

generally proceeded favorably. However, the privatization of large energy utilities has been prominently delayed. In 
March, the IMF Representative office in Bucharest issued a statement underlining the importance of steady progress 
in the privatization of the energy sector. How the government will respond to this needs to be followed closely. 

● The deadline of the bidding for Petrom, the largest state-owned oil company, has been repeatedly postponed from 
the end of 2003 to the end of March 2004 and to the end of June 2004. Three companies, Oxidental (US), OMV 
(Austria) and MOL (Hungary), have expressed their intention to make a bid. Gazprom (Russia) and some other 
companies have withdrawn from the race, apparently concerned about the price and other conditions. 

● Similarly, the bidding for Distrigaznord and Distrigazsud has been put off from the end of 2003 to the end of March 
2004 and to the end of June 2004. Five companies, including Gazprom, remain in the race. 

● On the other hand, the government has invited possible bidders to express their intention by the end of May as to 
whether they are interested in acquiring 51% of the state-owned electricity distribution companies, Electrica 
Moldova and Electrica Oltenia. The deadline of a preliminary bidding has been set at the end of June. As of the end 
of April, only Enel (Italy) expressed an interest in bidding for the two companies. The Italian company may 
eventually emerge the purchaser of both companies. Enel has earlier reached an agreement with the Romanian 
government to buy two other electricity distribution companies. This deal is expected to be finalized in June. 

 Romania: Main Economic Indicators 
  1999 2000 2001 2002 2003f 2004f
Real GDP growth rate (%) -1.2 2.1 5.7 5.0 4.9 5.0
Unemployment rate (year-end) (%) 11.8 10.5 8.6 8.1 7.2 7.5
CPI (annual average) (%) 45.8 45.7 34.5 22.5 15.3 10.5
Nominal wage (annual average) (%) 46.1 40.5 41.2 28.5 25.4 21.0
Commercial lending rate (%) 65.9 53.5 45.1 35.2 25.4 20.5
General Gov.Fiscal balance/GDP (%) -3.6 -4.0 -3.2 -2.6 -2.3 -2.1
General Government debt/GDP (%) 30.5 29.9 27.4 26.8 26.2 27.4
Merchandise Trade balance/GDP (%) -3.1 -4.5 -7.4 -5.7 -7.9 -7.7
Current account balance/GDP (%) -4.0 -3.9 -5.5 -3.4 -5.9 -5.5
Foreign exchange reserves (US$ mln) 2,687 3,922 5,442 7,211 8,041 9,300
Import coverage (G&S) (Months) 2.8 3.4 4.0 4.6 3.9 4.0
Debt to service ratio (%) 36.7 18.8 18.8 21.0 18.7 19.2
Gross external debt/GDP (%) 25.8 27.8 29.6 32.7 33.1 32.5
Net inflow of FDI (US$ mln) 1,025 1,048 1,174 1,129 1,521 1,910
Exchange rate (average) (Lei/ US$) 15,332.8 21,708.7 29,060.8 33,055.4 33,200.1 34,500.0

Sources： NIS, NBR, National Commission of Forecast, IMF, European Commission and EIU 
(Hisatoshi Funada, Analyst)
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