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Reality just like the cubism is more often than not very puzzling ...

Pablo Picasso, “Pigeon aux petits pois”
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Romania easing its way out into positive territory

GDP: External vs domestic demand
(expenditure approach)

GDP: Contributors (resource approach)
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How the macro indicators have developed

Industry
- Manufacturing

- Capital goods

- Durables

- Intermediary goods

- Consumption goods
New orders
Constructions

- Residential

- Non-residential

- Infrastructure
Retail sales

- Food

- Non-food

- Fuels

Auto vehicles sales and related serv.

Household services
Exports (FOB)
Imports (CIF)

2M_10
2.7
2.0
13.9
-13.1
3.7
-14.0
13.7
-19.5
-53.1
-32.7
13.5
-10.3
-9.2
-12.1
-8.3
-26.1
8.4
21.8
8.1

2M_11
12.2
14.6
14.3
17.0
21.9
6.3
33.1
-6.2
0.6
5.5
-13
-6.0
-10.0
-1.5
-8.2
10.3
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41.9
25.0
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Romania’s economic growth is highly dependent on FD

Is

Exports/capita, GDP and FDIs inflows

Exports/capita, EUR tsd
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Bubble size: FDIs/capita
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Investment rate vs saving rate

— Saving rate

— Investment rate
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Source: Eurostat, BCR Research
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Saving rates vs investment rates across CEE countri

es — 2006-2010 average
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Romania lagging well behind peers in terms of expor

ts/capita

Industry / New orders — %, yly ch.

Top 5 exporting industries / Exports/capita
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Construction and retail sales more difficult to rec over

30 -

40

10 ~

Construction — %, yly ch. Retail sales/ Consumer co  nfidence — %, yly ch.
40 [ Re3|den.t|al | -0 131 e Food RO~ precrisis ~ .10
[ Non.-resuljentlal | 3 Non-food = - | — — — — — —_ — . | 15
Engineering 8 Eute|$| | 20
20 1 Construction (rhs) 1 6 etail sales
3 - -25
19 — - -30
0 27 g
i - -35
T2 7 I
-10 -1 N - -40
‘ 15 RO
-20 - -12 - l
- -50
-+ -18
-30 - i
‘ 17 -
N +-21
-22 - - -60
O O O O O O O Ol O O O O O o o «
-50 - - -24 ©O O O O d d d Al © © © d d d d
s 8 3 3 9 ° o 8 7 ddddddgeldddddadgea
° ° ° ) 7 7 N N | A4 N M F 9N ®mF|AdN O F AN O F A
o o © o ©o ©o o O o
— N ™ < — « ™ < 3
Source: BCR Research, NIS Source: BCR Research, NIS

8 BCRS



The economy has undergone a great deal of restructu

ring in the last two years

Registered unemployment - %
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Payrolls development - %,
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Inflation came under pressure

Headline inflation and the central bank’s Key rate and inflation
targeted range
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Prudent monetary policy ahead

Key rate and ROBOR 3M (%)
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Apr-08: interest
rates grow
following the
regular payments
made by
companies to
MinFin

ROBOR 3m development

<«———Oct-08: interest rates

spiked amid speculative

attack on RON

Apr-09: the beginning

of the monetary
policy easying cycle;

interest rates decline

Apr-10: interest rates dropped below 5%
following successive key rate cuts aimed at —— 3

helping the economy recover faster

Jun-10: implementation

of austerity package

makes the monetary

policy relaxation come

to a halt and stops

Jan-11: increased
liquidity injected by
the MinFin into the
market in Dec-10
led to a decline in
interest rates
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Investors’ confidence is gradually consolidating

EURRON developments

4.6 Jan-09: Decline in exposures to Jun-10: Constitutional Court

. Romania amid increasing global risk rejects part of the measures aimed
Oct-08: significant . . . . .
q ation in th aversion triggers a weakening of leu at restructuring the public sector
epreciation in the abowe 4.2 against euro
4.4 1 Wwake of Lehman

Brothers /

4.2
f
4.0 - Oct-10:
Increased wolatility Mar-11: Investors'
amid political

_ confidence consolidates,
turmoil while leu gains ground
3.8 and trading below 4.1

Mar-10: Leu firms
towards 4.05 as

3.6 - Apr-09: Sealing sentiment strenghtens;
Romania- IMF/EU central bank steps in
deal improves national

currency outlook
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Romania has made significant strides in terms of fi

scal consolidation

Fiscal consolidation efforts in CEE region

8% -
7% A u
6% -
5% A
4% -
3% -
2% A

1%

0%

CzechR Poland

Slovakia

1% | Romania

m Reduction of budget deficit, 2009-2011 (% of GDP)
B Cummulated economic grow th, 2010-2011
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Source: Eurostat, BCR Research

Selected categories of public revenues (RON bn)
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<—additional RON 5bn following VAT hike in
July 2010
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It is too soon to open the bottle of champagne !

- BCRS



