
Crisis and reality

CsabaBálint, CFA
Member of the Board

September27-28, 2023

*Note: the views expressed in this presentation are those of the author and do not necessarily reflect the views of the National Bank of Romania



Sources: FilippoMenczer, SantoFortunato, ClaytonA. Davis, 2020, AFirstCoursein NetworkScience

AI is hereé

?

Can you tell what is on the other side of the 50 bani coin?...

Despite the fact that this coin is used on a daily basis, only a rather small fraction of 

people can instantly answer the question.

Human nature works in a manner, which tends to look only at one side of (economic, 

political etc.) reality. This, coupled with an upsurge of social media that enhance 

polarization, may lead to information bubbles: the chart below shows a retweet 

network on X (former Twitter), among people sharing posts about US politics.
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Sources: GoogleTrends,Eurostat
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It may seem that our lifetime is characterized by almost constant 

crisis (=perceived reality) and, indeed, the past two decades 

brought several difficult periods, such as the Great Financial 

Crisis (2008-2009), European Debt Crisis (2010), SARS-COV-2 

Pandemic (2020), the war in Ukraine (2022), US banking crisis 

(triggered by the fail of Silicon Valley Bank - 2023).

At the same time, Romania has achieved a remarkable economic 

progress (=reality). In terms of per capita GDP, Romania reached 

~3/4 of the EU average in 2022, up from ~1/4 in 2000 (yet, intra-

country dispersion hit particularly high levels).

Index of GDP per capita, 2022, (EU=100)
(in purchasing power standards)

Google searches for ñcrizaò

in Romania



Real Economy



After 2021-2022ôs rapid recovery, in H1 2023, Romaniaôs economy was characterized by a sharp and (on 

the production side, broad-based) deceleration due to several reasonsé

Sources: NIS,ŀǳǘƘƻǊΩǎcalculation
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Decomposition of GDP growth by expenditure-side items
(YoY%)
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ésuch as an unsupportive global context (fading reopening boost, fight against inflation, the war in 

Ukraine is not over yet etc.), resulting in much weaker external demand that drags down export growth.

Sources: NIS,Eurostat,OECD,ECB,ŀǳǘƘƻǊΩǎcalculation
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Romanian export volume vs. EZ real GDP growth
(YoY%)
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Meanwhile, consumption also softened significantly as the reopening effect fadedé

Note: durablegoods(proxy)= retail trade volumeindexfor furniture, lightingarticles,electricappliances,smith'sanddye'sarticles
in specializedshops; non-durablegoods(proxy)= retail trade volumeindex for textiles, clothing, footwear and leather articlesin
specializedshops.
Sources: NIS,ŀǳǘƘƻǊΩǎcalculation
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éand as households became much more prudenté

Sources: NIS,ŀǳǘƘƻǊΩǎcalculation
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éfocusing more on savings (encouraged also by more attractive interest rates on RON term-deposits).

Sources: NBR,NIS,ŀǳǘƘƻǊΩǎcalculation
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Household loan and deposit flows
(SA, % of GDP, annualized; trend 6MMA)
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Despite higher interest rates, investments fared well, driven primarily by constructions as well as the 

segment of machinery and equipment (including means of transport) é

Sources: NIS, Eurostat,ŀǳǘƘƻǊΩǎcalculation
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Contribution of GFCF to the annual real GDP growth by components
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ésupported also by EU fundsé

Sources: NIS,ŀǳǘƘƻǊΩǎcalculation
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éwhile auto sales hit an all-time high.

Sources: NIS,ŀǳǘƘƻǊΩǎcalculation
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Trade with motor vehicles and motorcycles
(2019Q4 = 100, SA)
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On the production side, industry suffered the most, but market services are also losing momentumé

Sources: NIS,ŀǳǘƘƻǊΩǎcalculation
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Decomposition of GDP growth by production-side items
(YoY%)
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Romanian real GDP evolution:

- 2023Q2 vs. 2019Q4: +8%

- 2012Q1 vs. 2008Q3: -4%

A sluggish (+1.1%, well below 

Romaniaôs long-term average) 

growth pace may feel like a 

crisisé but it is not an outright 

economic recession.
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A stylized framework about how global- and domestic factors as well as fiscal- and monetary policy 

shocks may influence certain GDP components:
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Inflation
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Stylised price shock propagation

A stylized representation of first-round direct and indirect effects, as well as second-round impacts of 

diverse price shocks in a simplified network:

Notes: Lrepresentslabormarket; P1, P2, P3 correspondto diverseproducingsectors; CHmarksƘƻǳǎŜƘƻƭŘǎΩconsumption.
Source: C. Bálint (2022) - Sectorialpriceshockpropagationvia input-output linkages,RomanianJournalof EconomicForecasting


