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Forecast 2011 
 

Surely no news is good news? Less uncertainty, macro 

stabilization, growth and optimism at low levels 

 

 

 

 

Accounting for 2010 

2010 was such a nightmare for 
forecasters and economic observers 
of Romania, due to many unexpected 
developments and policy 
turnarounds, that few experts 
escaped with their honor intact. 
Looking one year back1, it turns out 
that SAR, too, managed to forecast 
with decent accuracy some economic 
indicators, while other developments 
confounded our analysis. On the 
budget deficit, which was 6.58% of 
GDP at the end of the year, we hit 
closer to the target than the mighty 
IMF: 6.1% versus 5.9%. Similarly, 
our panelists did a better job on 
inflation (7.9% in reality, 4.2% our 
prediction) than the European 
Commission and the IMF (3.5%), 
although most anticipations turned 
out to be way off the mark on this 
indicator, derailed in mid-year by the 
VAT rise.  

We were much more precise in our 
estimates for unemployment (we 
said 8.4%; it was 8.2%) than the 
Government (7.7%) or the European 
Commission’s (8.7%); and for the 
Leu’s exchange rate (4.1 against the  

                                                                          

1 “Romania 2010: The end of crisis, the 
Greek model and the real reform 
agenda”, Annual report SAR, feb 2010. 

http://www.sar.org.ro/art/publicatii_/pwr__ew
r/raport_anual_de_analiza_si_prognoza__201
0-436-ro.html  

Main indicators for 2011 

 Average (min-max) 

GDP growth, % 1.0 0.2 ÷ 1.6 

Inflation rate, 

% 4.7 4.0 ÷ 5.5 

RON/Euro rate, 

31 Dec 2011 4.2 4.1 ÷ 4.3 

Budget deficit, 

% GDP 4.7 4 ÷ 6 

Current 

account deficit, 

%  6.3 5.5 ÷ 7 

Unemployment, 

Dec 2011, % 7.0 5.1 ÷ 8.5 

Stock exchange 

growth (BET) 

in 2011, % 15.8 5 ÷ 25 

Real estate 

prices, Dec 11 

/ Dec 10, % 0.3 -10 ÷ 10 
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Euro, we said; 4.21 confirmed by 
BNR), against some gloomy 
predictions that saw a substantial 
devaluation. Real estate prices 
(around -10%), which in Romania 
are notoriously difficult not only to 
predict, but even to measure, fell 
within our margin of error (+/- 
15%).  

Everybody failed to see the economic 
contraction that Romania was about 
to face; SAR made no exception. 
Last year we predicted an economic 
growth of 1.2% when in fact the 
outcome was a contraction of -1.9%. 
Yet again, our stand in comparison to 
others is not bad: the IMF saw an 
economic growth of 1.3% in 
February 2010; the Economist 
Intelligence Unit predicted 1% GDP 
growth. Here the Romanian 
government was, surprisingly, the 
most realistic of all, basing its 2010 
budget on a modest 0.5% growth. In 
any case, nobody thought 2010 
would see an overall decrease, and 
the negative forecasts started to 
appear only after the first half of 
2010. 

So, what happens next? 

At the beginning of 2011 there is just 
one reason to cheer: the volatility of 
predictions is visibly reduced 
compared to the last year. The 
average values for indicators (see 
previous page) 

We can be more confident that the 
error on predictions will be smaller 
this time, as nobody expects another 
series of wild swings like the ones we 
saw in 2010. This is true for the 
stock market (slightly on the up, 
having received a shot in the arm 
from the listing of Fondul 
Proprietatea) or for real estate prices 
(stagnant). 

No news from the fronts of inflation, 
which has resumed its painful trend 
down towards the Maastricht target, 
or from that of the RON exchange 
rate. In general, our panelists are on 
the side of BNR in its efforts to keep 
the value of the national currency 
stable against the Euro. The same is 

true about the budget deficit, at least 
as long as no political accident 
happens and the current coalition 
begins to lose its appetite for painful 
macro stabilization. Unemployment 
will further decline, but so will the 
labor participation rate – the paradox 
is explained in the last section of this 
report and does not bode well for 
Romania’s economy. 

As always, we also asked the 
panelists three open-ended 
questions. There is a fair amount of 
consensus on the answers, in spite of 
the diverse profile of respondents 
(public / private; analysts / 
practitioners), which implicitly 
outlines an action plan for the 
government.  

A. What is the most urgent 
economic action the government 

should take in 2011? 

In terms of policy substance, the 
priorities are clear: restructuring of 
state owned enterprises (SOEs), 
which are opaque and exploited 
politically (see our next chapter in 
the report); taking steps forward on 
privatizing them; and speeding up 
the EU funds absorption (chapter 3 in 
the report).  

The last item relates to the painful 
issue of public infrastructure 
investments, where the situation is 
even worse than the public opinion 
believes: we are about to lose EU 
money on POS Transportation and 
fare worst among the EU members 
states on overall Cohesion spending. 

In terms of process, a better 
prioritization on the Government’s 
agenda is necessary – and maybe a 
special structure to help the cabinet 
coordinate policies at the top, 
including on increasing 
competitiveness in line with the 2020 
Agenda. The fiscal authority (ANAF) 
must be completely overhauled, the 
state debts to the private sector 
should be properly accounted for and 
scheduled for payment. Finally, the 
new Labor Code should be 
implemented as quickly as possible. 
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B. What was the most serious 

mistake the government made in 
2010? 

Here the blame tends to go not to a 
specific action of the government, 
but to the general lack of 
predictability in which it operates, 
with delays followed by hasty 
interventions. For example, in the 
case of the VAT rise it is not the 
measure as such which is criticized, 
but mostly the lack of a plan B when 
the Constitutional Court outlawed the 
pensions cuts; or the fact that 
spending cuts were not operated 
earlier in 2009, so that a painful tax 
rise could be avoided.  

Also criticized is the decision to 
reduce salaries in the public sector 
across the board, which generates 
the wrong incentives: good civil 
servants get demotivated and leave; 
unemployable people stay. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

C. Was the central bank right in 

defending the Leu, or a 
devaluation would have been 

preferable? 

Our panelists believe, by a large 
majority, that BNR was right to 
defend the Leu at the current level; 
only the business associations would 
have enjoyed (predictably) a 
devaluation. According to other 
opinions, given the current state of 
the Romanian economy even this 
pro-export effect would have been 
doubtful. 

However, BNR is being criticized by 
some panelists for having given 
contradictory signals in some 
instances; or for its non-intervention 
against the creeping euro-ization of 
the Romanian economy, through 
various prices and loans 

denominated in the EU currency. ���� 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SAR is grateful to the following 
collaborators who helped us with 
forecasts and comments for this chapter: 
Lucian Albu, director, the Institute for 
Economic Forecast; Bogdan Baltazar, 
financial consultant; Nicolae Alexandru 
Chidesciuc, senior analyst, ING Bank; 
Radu Crăciun, investments director, 
Eureko; Aurelian Dochia, financial 
analyst; Cătălin Păuna, economist, the 
World Bank Mission; Anca Paliu, 
economist, IMF office; Cristian Pârvan, 
general secretary of the Romanian 
Business Association; Dragoş Pîslaru, 
general director GEA Consult;  Dan 
Suciu, senior editor, Monney Channel TV. 


