Local “Leu” at sustainable level now
The local currency, the leu, now reached a sustainable level, National Bank governor Mugur Isarescu told a press conference in the city of Iasi (north-east of Bucharest) last month. 

'What the exchange rate is headed for, the market will tell. I think it is now moving in a sustainable area,' said Isarescu. 

The central bank head explained that the reports which sounded alarm that Romania was facing a wide financing gap were not 'quite out of place' and that the central bank's duty is to defend the national currency. However, on the background of a financing gap, that is when offer and demand for foreign currency are not covered, the exchange rate can be headed anywhere and even go past five lei for one euro. Isarescu stressed that criticism at BNR, finger-pointing to its interventions on the market, also contributed to devaluating the leu.

'That's what the reserve and the central bank are for. That nonsense about BNR's interventions, suggesting in other words that we were wrong to step in, were betting exactly on this. Just let the exchange rate loose, to ride the market trend, they advised. But how was the market supposed to take the exchange rate anywhere when it was witnessing a financing gap? When the turmoil broke out, nobody knew any longer where it might stop. Even a rate of RON 4.7 for one euro could have made an optimistic perspective,' explained Mugur Isarescu. 
BNR made it clear in repeated public statements that, should Romania have a financing gap, this would be between EUR 7 and 14 billion, but it would be difficult to assess. Isarescu stressed that although the reports published before the conclusion of the agreement with the IMF were indicating that Romania was facing a financing gap far wider than the real one, the country's credibility improved considerably after the agreement was inked.

'At the moment the agreement was concluded, the private sector's financing gap was assessed at EUR 7-14 billion, but this figure is pieced together of tens or hundreds of thousands of decisions of private investors to introduce or not money in Romania, and each has a judgment of his own. Yet essential for each and every one is the country's creditworthiness. See how much they changed their heart after the agreement with the IMF was signed? In other words, money attracts money. When it became obvious that money was in place, feelings about Romania changed,' said the BNR governor.

Isarescu remarked that there has been intense mass media coverage of the issue in this period, particularly during the crisis peak, from Christmas through Easter. 
'There was a lot of computing, of adding up... sometimes not even I could not comprehend what the debt calculation was based on. They were adding the short-term with the long-term debt, deliberately seeking an outcome higher than the BNR reserve. Allegations were that half of the reserve is actually not ours, but belongs to commercial banks. It was indeed taken from commercial banks, but it was ours,' Isarescu concluded (source: Agerpres).
Romania - the highest annual inflation rate within EU in April

In April 2009, Romania posed the highest annual inflation rate within the European Union (EU), 6.5 per cent, whereas, within the Euro zone, the annual inflation rate remained unchanged in April, at a record level of 0.6 per cent, and it slightly dropped within the EU to 1.2 per cent from 1.3 per cent during the previous month, based on a revised estimation published last month by the European Statistics Office (Eurostat). In April 2009, the lowest annual inflation rates were posed by Ireland (minus 0.7 per cent), Portugal (minus 0.6 per cent) and Luxembourg (minus 0.3 per cent). At the opposite side, in Romania prices advanced by 6.5 per cent, followed by Latvia and by Lithuania, where prices advanced by 5.9 per cent. In April 2009, compared to the previous month, the annual inflation rate dropped in 15 member States, it remained stabile in four Member States and it advanced in seven Member States. In case of the Euro zone, an annual inflation rate at 0.6 per cent stands for the lowest inflation level since the launch of Euro in 1999 (source: Nine O’Clock). 

Romania has an edge over other states
Some countries did better than others during the current crisis, with Romania counting to the first category, said Professor Joseph Stiglitz last month, while in Bucharest where he has been to deliver an address on the impact of the economic crisis on South-East European countries, at the Central and South-East European Financial Forum organized by Forum Invest.

In the opinion of the winner of the Nobel Prize in economics, Romania was able to resort to regulations on reserve cutting, it had a robust demand before the crisis and a healthy set of banking regulations. Professor Stiglitz believes that the very fact that it is a small state (in comparison with the U.S. - Ed. note) integrated in such a large market like Europe (which however faces problems itself), is yet again an element that benefits our country.

Another asset that helped deflect the crisis from Romania to a certain extent is the exchange rate flexibility and the lower reliance on foreign banks than that of other countries which have no more banks left running on domestic capital.

As regards the IMF requirements, Professor Stiglitz says that they were in no case any tougher than the measures Romania should have self-imposed to get out of the crisis. 

The advice the Nobel Prize winner has for the Romanian authorities is for them to try to cushion the effects of the crisis by using available money for the creation of new financial institutions with Romanian capital, that should preferably provide loans to SMEs which create jobs and boost economy. 

In his turn, governor of the National Bank of Romania (BNR) Mugur Isarescu, also attending the forum, said that foreign-owned banks in Romania are practically Romanian banks running on foreign capital, because they stand under BNR regulation and supervision. In his opinion, if a parent bank had problems, 'contagion in Romania would not be financial, but would rather affect the institution's name and create panic.' Isarescu also said that, although price stability is the priority of BNR, financial stability has not been left aside, because it is a prerequisite for long-term price stability (source: Agerpres).
Lucian Croitoru: Agriculture to decide on crisis

Lucian Croitoru, advisor of BNR Governor Mugur Isarescu, said that one could not exclude that IMF forecast, indicating a shrink of the Romanian economy by 4 per cent this year, could be exceeded, following a drop in the gross domestic product (GDP), one of the unknown aspects being the evolution of agriculture, according to Ziua newspaper. “Agriculture may have a significant influence on the economic growth, to the better or to the worse. The key effect is unfavorable, since the evolution of agriculture last year was a good one”, Croitoru explained. In addition, he said that Romania’s economy could resume growth in the third quarter of 2010. Moreover, he “sees” Q2 and Q3 of this year as posing higher drops as against the first 3 months, compared to the similar time periods of 2008. “I do not expect a recovery in the economic growth sooner than the third quarter of 2010. I believe that Q2 and Q3 of this year may bring important drops, more significant, than the first one, as against the similar time periods of the previous year. Quarter to quarter, the contraction shall probably be similar in amplitude”, Croitoru said, who underlined that there was a serious degree of uncertainty in relation to the next time period.
On the other side, the cereal crop of this year could diminish up to 50 per cent compared to the previous year, provided that the warm days will still be, according to land cultivators, Evenimentul Zilei informs. The blame for the poor harvest of this year is divided between drought and lack of fertilizers. “From the beginning, the producers had a harvest, per hectare, by 15 – 17 per cent lower. Because we do not have fertilizers, this percentage may be higher”, according to Stefan Nicolae, president of Agrostar. In his opinion, we would need a crop at least of 2.8 million tones of wheat to cover Romania’s consumption needs.
Bread, 5 to 10 pc more expensive
It is a certain fact that we shall not have a production similar to 2008, 5.8 million tons. “I pray for the minimum harvest. Because if we face a situation similar to the one of last year, about which processors say that out of the 2.8 million tons, 30 – 40 per cent are bad quality, we shall definitely need to import, which will raise the bread price by 5 to 10 per cent as of autumn”, according to the representative of farmers (source: Nine O’Clock).
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