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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.

SourcesFilippoMenczer SantoFortunatg ClaytonA. Davis 2020, A FirstCoursen Network Science
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- Google searches for ficrizad
in Romania
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Index of GDP per capita, 2022, (EU=100)
(in purchasing power standards)

Bulgaria | 59
Slovakia I 68
Greece NN 68
Croatia GG 73
Latvia | 7/
Romania | 77
Portugal | 77
Hungary N 77
Poland |GGG 50
Spain I S5
Estonia G_— S
Lithuania GGG 389
CREy ———————_i]
Slovenia G O
Cyprus I 02
italy N 06
Malta I 102
France I 102
EA20 Iy 104
Finland I 109
Germany | 117
Sweden G 120
Belgium N 120
Austria | 125
Netherlands G 120

Denmark I 137

/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-

Q)untry dispersion hit particularly high levels). J

Ireland I 233
Luxembourg [ 261
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SourcesGoogleTrends Eurostat
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Real Economy




After 2021-202206s rapid recovery, in H1 2023, Romani adm €
the production side, broad-based)decel erati on due to sever al reason

Decomposition of GDP growth by expenditure-side items
(YOY%)
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ésuch as an unsupportive gl obal context (fading reo
Ukraine is not over yet etc.), resulting in much weaker external demand that drags down export growth.

Romanian export volume vs. EZ real GDP growth

(YoY%)
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Meanwhile, consumptional so softened significantly as the reofg

Consumption proxy indicators

(2019 Q4 =100, SA, 3SMMA)
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Durable goods (pr<:axy)

Note: durablegoods(proxy)=retail trade volumeindexfor furniture, lightingarticles,electricappliancessmith'sand dye'sarticles

T@ NATIONAL BANK OF ROMANIA in specializedshops non-durable goods(proxy) = retail trade volumeindex for textiles clothing, footwear and leather articlesin
specializedshops 7
SourcesNIS| dzii Kcaldmatin



eéand as households became much more prudent é

Long-term relationship between retail trade and real disposable income from wages

(logarithm)
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I Variable Coefficient  Std. Eror  +-Statistic Prob I I Variable Coefiicient  Std. Error  t-Statistic Prob I
I LOG(RINC) 0.791581 0.024311 3256111 0.0000 I ~—DLOGRINC) 0240192 0101740 8.258200 0.0000
1.002499 0.101228 9.903387 0.0000 I ‘ ECTQ(-1) -0.261110 ] 0.074728 -3.494141 0.0008
R-squared 0.976914 Mean dependentvar 4287951 R-squared 0.457968 Mean dependentvar 0.014244 I
Adjusted R-squared 0.976580 S.D.dependentvar 0.275632 Adjusted R-squared 0450112 S.D. dependentvar 0.035303 .
S.E. of regression 0.042182 Sum squared resid 0122773 I S.E. of regression 0.026179  Akaike info criterion -4.419962
Long-run variance 0.004900 Sum squared resid 0.047288 Schwarz criterion -4.356224
I I Log likelinood 158.9086 Hannan-Quinn criter. -4.394615
l Durbin-Watson stat 2016290 I
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éfocusing more on savings (encouraged al so b-yeposds).e

Household loan and deposit flows
(SA, % of GDP, annualized; trend 6MMA)

As of August 2023 (YoY, FX ad,|. data)
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Despite higher interest rates, investments fared well, driven primarily by constructions as well as the
segment of machinery and equi pment (including means

Contribution of GFCF to the annual real GDP growth by components
(pps)
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ésupported also by EU fundsé

Construction works

(2019Q4 = 100, SA)
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éwhil e aut o sdimelghhhi t an all

Trade with motor vehicles and motorcycles

(2019Q4 = 100, SA)
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the production side, i ndustry suffered the most

Decomposition of GDP growth by production-side items

(YoY%)
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The Romanian GDPin2023 Q2

Source: Eurostat (Unadjusted data)

EU ranking of countries based onyearly GDP evolutionin 2023 Q2 (%) I Asluggish (+1.1%, well below |

] Romani aesm avesage) |

| growth pace may feel like a
crisisé but itlis
economic recession.
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Evolution of the yearly GDP in Romania, 2019 Q1- 2023 Q2 (%) I Romanian real GDP evolution: I
I - 2023Q2vs. 2019Q4: +8%

| - 2012Q1 vs. 2008Q3: -4%

= 15.4
The beginning of the COVID-19

pandemic in Romania

6i3 50

The beginning of the Russian
invasion of Ukraine

2023 GDP growth forecast:

02 03 04 G2 03 04 O Q2 Q3 04 Q Q2
2019 2021 2022 2023

*Missing data 2023 02, 2023 Q1 vs 2022 Qi
FSEGA X, Romanian Economic Monitor

el econ.ubbcluj.ro/roem
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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:

USAEZ CHN
(global context)

Industry

Households
(domestic Consumption Market services
demand)

Entrepreneurs
(domestic Construction

demand)

. J
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Inflation




A stylized representation of first-round direct and indirect effects, as well as second-round impacts of
diverse price shocks in a simplified network:

Stylised price shock propagation

Notes Lrepresentslabor market, P1, P2, P3 correspondto diverseproducingsectors CHmarksK 2 dza $ KdhduiRpiid
T@ NATIONAL BANK OF ROMANIA Source C Balint (2022 - Sectorialprice shockpropagationviainput-output linkages RomanianJournalof Economid-orecasting
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