GDP increases 9.3 percent in Q1

GDP registered a 9.3 percent increase in real terms, in Q2 this year, from the same period last year, according to data released on Monday by the National Statistics Institute (INS).

GDP stood at 109.019 billion lei in current prices in Q2.

In H1 2008, GDP reached 195.764 billion lei, it rose 8.8 percent from the same period in 2007.

Romanian Minister of Economy and Finance Varujan Vosganian recently said that Romania has registered a record economic growth, of around nine percent, in Q2. According to him, in H1, GDP increaased 8.6 percent. In Q1, Romania's economic growth stood at 8.2 percent, this has been the highest leap in that quarter since 1990.

In 2007, the economic growth was of 6.1 percent in Q1, and of 5.7 percent in Q2.

In early August, governor of Romania's Central Bank (BNR) Mugur Isarescu cautioned that the economic advance posted by Romania in Q1 is above the potential. 'One has to no longer doubt that the economy is overheated, Isarescu said then.

He also said that the excessive growth speeded up, and salaries continued to rise over the growth pace in productivity, with the pressure existing in the work market.

The economic growth target for this year is of seven percent.

The National Prognosis Commission estimates that by 2020, the economic growth of Romania will stand at over 5 percent annually, GDP will reach 442.3 billion euros.
(source: Agerpres).
Romania would register direct foreign investments topping 10 billion euros this year
The net investments in the national economy in the first six months of this year were by 31.8 percent higher than in the similar span of time last year, and totalled 32.457 billion lei, according to the data supplied by the National Statistics Institute (INS).

The investments that materialized in new construction works in the first six months of 2008 totalled 15.883 billion lei and accounted for 48.9 percent of the total as against 46.9 percent in the similar span of time last year. The investments in constructions increased by 33.9 percent as against the first six months of last year.

The investments in transport equipment and means amounted to 14.730 billion lei (45.5 percent of the total as against 48.12 percent in the first six months 2007), up by 28.2 percent as against the first six months 2007. 

The main branches in which investments were made in the first half of this year are industry, constructions, the wholesale and retail trade, motor vehicle, motorcycle and personal belongings repairs, transport, storage and communications as well as the public administration.

According to INS, the value of the investments in the national economy in the second quarter 2008 as against the second quarter in 2007 grew by 6.478 billion lei in current prices (+30 percent) and totalled 20.075 billion lei.

Minister of Economy and Finance Varujan Vosganian recently told a news conference that he hoped that, at the end of the year, Romania would register direct foreign investments topping 10 billion euros (source: Agerpres).
New state-aid scheme supporting regional development by stimulating investment

Romanian Executive adopted the Government Decision no. 753/2008 regulating a new state aid scheme supporting rural development by sTimulating investment. 

The new provisions published in the Official Gazette of Romania no. 637/4.IX.2008, Part I, apply to large companies registered according to the Law no. 31/1990 regarding trading companies, republished, with subsequent modifications and completions, which invest in Romania and cumulatively meet the following conditions:
-realize an initial investment of over Euro 100 mill (Lei equivalent);
-the value of eligible costs exceeds Euro 50 mill (Lei equivalent);
-create at least 500 new jobs as a result of the initial investment. 
Scheme duration is 5 years, covering the period 2008-2012, with the possibility of it being prolonged up to 2013. The total budget allocated to the scheme is Euro 575 mill (Lei equivalent)  and the annual average budget is Euro 115 million, within the annual budget limits established for the period of scheme application. The authority responsible with the management of the scheme is the Romanian Ministry of Economy and Finance  (source: ARIS).

Romania will register economic growth around 6 pc in the coming years, the BNR Governor says

Romania does not run the same dangers like Lithuania, Latvia, Estonia and Bulgaria – a group considered by the foreign analysts doomed to a “hard landing,” BNR Governor declared in an interview to Mediafax. “Reading the texts of the respective foreign analysts, I found with difficulty a solid argument meant to justify the inclusion of Romania in the hard landing risk area. On the contrary,” he said.
On the other hand Isarescu says 2014 remains the target for Romania in order to join the Euro-zone.
According to Isarescu there are certain similarities between these countries, such as GDP level per capita, lower than the EU average, and the fact that all of them have registered high growth levels in the process of filling up the gaps. In our country, Isarescu added, the foreign exchange regime based on a flexible rate allowed the market to repair through its own mechanisms the over-appreciation registered by the RON at a certain moment, while the National Bank could increase the interest rates, which it has done, in seven rounds in the last ten months. Moreover, the National Bank went even farther in order to appease consumption and maintain the health of the portfolio of the commercial banks, through the recent prudential measures connected with the credits for natural persons, the Governor of the Central Bank stressed.
The purpose of these actions was to limit the risk of a hard landing of the Romanian economy, even if it is still present, as long as an important gap remains between the current account deficit and its funding through entries of foreign direct investments.
Romania is penalized by the foreign analysts also because of the indicator called “foreign liquidity” – an indicator which reflects the ratio between the international reserve of the country and the foreign debt, public and private, in the short run. A ratio below the units in the case of Romania, the short term foreign debt being bigger than the reserve. 

But, according to the Governor, these ratios are exaggerated because the international reserve of Romania is at the upper limit of the optimum ratio if it is evaluated according to the other indicators, such as the reserve to imports ratio.
Mugur Isarescu considers that Romania will register economic growth also in the coming years, but this growth will be close to the potential evaluated by BNR at around six per cent. But the advance could be lower, in the conditions of the weakening of the world economic activity, especially in the EU states. In the first half of the year, Romania registered a growth of GDP of 8.8 per cent, while in the second quarter it was 9.3 per cent. The factors that will have an impact on the economic growth next year, placing it above or below six per cent will be the evolution of the oil price, the quality of the agricultural year, the growth of the efforts for the development of infrastructure and of those for the creation of conditions for a faster growth of labour productivity, and the volume of the foreign investments. As for a possible overheating of the Romanian economy, Isarescu says that we do not have signs in this respect. 
“The prices of most agricultural products are falling, while the production factors, especially land, but also labour, are obviously underused,” he explained. The Governor said that ideally the economic sectors with unused potential, such as agriculture or the road infrastructure, should be stimulated.
Vosganian: No reason to worry
Varujan Vosganian, the Minister of Economy and Finances, sees no reason to worry about the economy’s hard landing in 2009. ‘We have talked with the National Bank and we haven’t found explanations for what could determine an economic crash. At the level of the Ministry of Economy and Finances we plan to invest more than EUR 120 bln in the next five years, as per the public policies, something that would no doubt draw other hundreds of billions from the private companies too. These are huge sums that will make an impact on economic growth. Romania has significant growth potential and there are no reasons to think otherwise,’ Vosganian pointed out in an interview for ‘Adevarul’ daily. ‘The large volume of investments was the main help we got in attaining this year’s achievement. It is true that we had a consumption level 10 to 15 per cent higher, but the investments grew by 30 to 33 per cent. In H1 the foreign investments had a significant contribution. Half way through the year the value of foreign investments equaled that registered for the whole of 2007, in the context in which we had no major privatizations, with a single exception. 
That proves that new funds have flowed into the economy, either in greenfield projects, either in developing the previously launched projects. It is the first year in which the exports growth rhythm is higher than the imports growth rhythm”, Vosganian stated (source: Nine O’Clock).
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