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Isarescu: "Without coherent policies, Romania will not adopt EUR in 2014"

Romania should consider a current account deficit at 6 per cent of the GDP in 2010, taking into account the structural funds it needs to draw, National Bank of Romania (BNR) governor Mugur Isarescu, said, adding that figures indicating rising unbalance in the first two months are not significant, Mediafax informs. “I think we are rushing, considering that the figures (on the current account deficit – editor’s note) refer to only two months, and are not significant, especially if we compare them to the same time last year, when the most serious adjustment occurred. (…) We publicly expressed our opinion, which is, by all means, an estimation. Given the structural funds Romania has to draw, it should consider a current account deficit at 6 per cent of the GDP,” Isarescu said last month after a press conference.

On the other hand, joining the eurozone with a one or two years’ delay is less important than the fact that Romania has to be ready to adopt the Euro, but the central bank insists on the 2014-2015 calendar, Isarescu added. Romania’s joining the European exchange rate mechanism, ERM-2, by 2012, is an extremely difficult process, especially as the public is opposed to a process that requires fiscal adjustments, Lucian Croitoru, adviser to the BNR governor, explained.

Isarescu insisted on the need that Romania should work out a real, actual exchange rate and try to join the eurozone with a balanced exchange rate. Greece’s problems stemmed from the fact it joined the EU with an overestimated exchange rate, even if, at the moment, it was considered merely “an ambitious rate.” “Romanian economy will largely remain a real economy,” the governor said. As regards suggestions that a depreciation may boost the economy, Isarescu stated he agreed to this course provided that the exchange rate did not end up in inflation.

Another aspect brought up by the BNR governor was the problem of competitive performance in Romania. Isarescu considers it vital on the medium and short term.

Pressure on Gov’t for economic recovery would lead to “alms”

Romania cannot recover from recession before the recovery of external markets, and any pressure exercised on the Government regarding economic recovery can only lead to “alms measures,” BNR governor adviser Croitoru said yesterday. He added that Romania could recover only on external, rather than domestic, aid. The BNR official mentioned Romanians were now at the other end of the spectrum, as they “see things bleaker than they are.” In his opinion, in this context, Romania would see a resumption of capital flows, even if in moderate amounts.

The BNR official claimed that estimates of direct foreign investments for this year indicated a level over EUR 6 bln, which signals a slight growth from the approx. EUR 5 bln of 2009.

Moving on to another topic, the resumption of crediting will occur 2 or 3 quarters after the economy starts growing, although people in Romania think it is the other way round, Croitoru said, quoted by Mediafax. “Crediting will be resumed when economic growth is resumed, as it happened in the United States,” Croitoru thinks.

Popa: Current exchange rate is neutral

The exchange rate is neutral, and the central bank could intervene only if the rate threatened economic foundations of the state, deputy governor of BNR, Cristian Popa, said yesterday, in the same press conference. “We make use of the fact we have a floating exchange regime. Where necessary, we intervene. Methods differ. Sometimes we refer back to past evolutions, usually made by the governor. If the exchange rate shifted one way or the other, threatening the economic foundations of the state, then an intervention of the Central Bank might be necessary,” Popa said.

For 15 years, BNR Governor Mugur Isarescu has stopped going to the restaurant, in public. “I could not even eat, as people came to ask me what the exchange rate will be the tomorrow or the day after tomorrow. In Romania, everyone is very interested in the exchange rate, and part of the success enjoyed by the conferences organised by BNR is also due to this seduction of the exchange rate,” Isarescu said yesterday, quoted by HotNews. “There is an amalgam of interests promoted on various channels, and success often belongs to those who shout louder. There was even a prize on this topic, of market asymmetry, awarded by Stiglitz. The exchange rate is influenced by vociferations, by those who can make themselves heard in the media. I am with those who say Romania must calculate its own potential exchange rate. It would be a good idea to get this done by a research institute, not necessarily BNR,” Isarescu explained. The same, we need a confidence index, he added. “We must debate this exchange rate in terms of methodology. In 2001-2002, the exchange rate put exporters at disadvantage. However, none complained. But when this happened again in 2006, they came to BNR and stood in the rain, shouting: ‘Isarescu, remember this bank is not yours!’” the Governor said. “I invited them inside, for a hot tea,” he recollected.

ING manager: Romania, from factor-based economy to development by investments

Romania is in a transition from factor-based economic development to that based on investments, while advanced states are passing to competitive performance by innovation, the general manager of ING Bank Romania, Misu Negritoiu, said also last month, quoted by Mediafax. He added that the main obstacles against completing the transition are company strategies, low contribution of finite goods’ exporters to their production, often limited to assembling the goods, as well as preponderantly financing investments in technology from loans rather than from one’s own funds.

Negritoiu explained that, in an investment-based economy, the competitive advantage is the capacity to produce high-quality good and services, in effective ways, but on low wages, and the “national diamond” (the five major components that define competitive performance) already supports major investments in infrastructure and modernisation of technological processes.

On the other hand, Elena Iorga, adviser with the central bank’s Economic Studies Department, pointed out that, compared to its main competitors in the region, which include the Czech Republic, Slovakia and Poland, Romania failed to claim more than 1 per cent of intra-community exports, although its growth rate was a lot higher, compared to the states in question, respectively, of 14.4 per cent, between 2000 and 2009 (source: Nine O’Clock).
Vine-growing tradition, strength of Romanian tourism highlighted at Vinvest 

Starting this year, visitors to Romania will have four ‘wine ways’ to choose from. More exactly, these are four tourist itineraries put together by oenologists and several travel agents who wish to promote the Romanian vine-growing tradition, ‘Evenimentul zilei’ reports. A total of 14 wine cellars owned by 13 wine producers around the country have signed up for the programme that was formally launched at the Timisoara wine salon last month.

“What we intend to do is a national programme for the promotion and inclusion of Romanian vine and wine tourism in tourist promotion packages in both Romania and abroad. The packages will be directed to two Romanian and Austrian travel agencies. We will accompany tourists during five or seven-day circuits,” said Lucia Parvu, expert wine taster at Vinvest – organizer of the International Wine Salon. She further underlined the almost double number of participants in the 7th edition of Vinvest despite crisis conditions, with a total of 23 producers and 10 importers expected. 

Vinvest will have in the programme a variety of theme conferences held by specialists with the Ministry of Agriculture and with regional directorates for agriculture, as well as industry representatives. The salon also includes a National Contest of Wines and Alcoholic Beverages with a total of 170 routines this year compared to 70 last year. The competition was in its 5th edition, and it is the only one exclusively dedicated to Romanian wines. Apart from wines coming from the main Romanian vineyards, wines from Slovenia, Serbia, Italy, Spain, Chile, New Zealand, Austria, France or South Africa have been also presented at the event last month  (source: Nine O’Clock).
Government sets up Romanian Investment Fund

The Executive will set up a fund to finance major investment projects, to be made up of the State’s minority stocks held in various companies as well as of capital to be contributed by CEC Bank and, most likely, of money previously raised from privatizations and placed by the Treasury into the central bank’s accounts, Mediafax reports.

The new investment tool the State plans to equip itself with will be named the Romanian Investment Fund and, within two months of foundation, is set to take over into its portfolio State’s minority holdings under the draft law on the establishment and operation of the Fund. The project is only a working draft still under debate in the Government, which will be forwarded to the relevant ministries for opinions. The final draft will be sent to the European Commission before being adopted by the Executive. 

In the process of managing State’s financial assets, the Romanian Investment Fund will conduct itself as any other cautious investor and will have the possibility of becoming a source of investment and cash under conditions of economic strain. The fund will be a self-managed organization. Its shareholders will be the State and CEC Bank, and its mission will be to support the State’s general economic policies by providing resources needed to fund projects of national importance and to incentivize the economy. Part of the fund’s competence are the protection of sectors of national importance, fast and economical realization of the State’s holdings, investment in companies of national importance and assistance for companies affected by crisis. According to the document, minority holdings shall mean stocks of up to 50 per cent of the registered share capital of state-owned enterprises and of enterprises owned by legal persons with a fully-public registered share capital. 

The setting up of the Romanian Investment Fund will be accompanied by the legal assignment of the shares and by the immediate amendments to shareholders’ registries. The minority stocks that will feed the fund will be sold on the stock exchange in open auction to the highest bidder, by negotiation in cases where pre-emption rights are granted or by a combination of the two. The Romanian Investment Fund will report on the utilization of the money to the Government and to the National Bank of Romania on a yearly basis. The organization will be managed by a board made up of representatives of each participant, appointed by the Government for a period of five years, out of whom a chairman and a deputy chairman will be elected. The fund’s current operations will be taken care of by a chief executive officer appointed by the chairman of the board with the consent of the board.

At the board’s proposal, the chairman will appoint operative committees covering the main functions of the fund: portfolio management, risk management and controlling, investment policy, trading operations, accounting, portfolio valuation, accounting and financial auditing, conformity monitoring, distribution of profits, record-keeping, public relations and communication.

The fund will be based in Bucharest, but will also have branches and offices in the rest of the country and abroad. It will be exempt from profit tax and VAT and may not transfer funds to the central or local administration budgets for the entire duration of operation (source: Nine O’Clock).
Over 260 Dacia Duster SUVs purchased in only four days

A four-day Open Gates Operation resulted in over 20,000 Dacia Duster test-drives and 266 firm orders for the Romanian SUV, Money.ro quoted people familiar with the company as saying. The Dacia Duster 4x4 was ordered by no fewer than 164 customers, while 102 picked the 4x2 model.

On April 13, Dacia had firm orders for 576 Duster units, with the overall number of vehicles sold on the domestic market so far up to 842, of which 548 fully equipped 4x4s.

Furthermore, the National Bank of Romania (BNR) is in the process of purchasing 50 SUVs, with Dacia Duster the favorite model as of now, according to people close to the auction. Bank officials already said the best-offer supplier will be the winner, Mediafax reports. “BNR contemplates choosing the lowest price offer,” BNR governor’s adviser Adrian Vasilescu said.

In his turn, PM Emil Boc, while at Mioveni Friday, said the car fleet renewal programme fulfilled its aim to support the local industry, given more than half of the motor vehicles sold have been Romanian. According to Boc, Dacia Renault is a strategic investment for Romania, both in content and the employment it provides.
Environment Minister Laszlo Borbely announced that government will put 50,000 more vouchers into the ‘car scrapping’ programme, a decision to pass this week, with the 2010 edition of the governmental programme going to be a ‘spectacular’ one, according to the minister. Of the 110,000 vouchers printed for the year 2010 edition of the ‘cash for clunkers’ programme so far, 105,000 are for private owners, and 5,000 for companies respectively. The Environment Fund Administration (AFM), which distributes the vouchers to scrap car collection centers (REMAT) nationwide had allocated 94,250 vouchers by Thursday morning, and REMAT centres took in 67,182 car units.

Strategy aimed at electric car conversion 

PM Boc also said an inter-ministerial working group will be set up at the upcoming government session in order to agree on the future range of the car pollution tax and to prepare Romania’s strategy on conversion to electric vehicles. The group will be in charge of drafting the strategy for everything that means the electric car of the future – engine, battery recharge sources and charging locations.

Boc said that when he would opt to buy a car, the electric one will be his definite choice, as he believes it to be the ‘ideal family car’.

Premier Boc toured the Dacia plant at Mioveni where he held talks with Automobile Dacia General Director Jerome Olive and the chairman of the Board of Administrators, Constantin Stroe, on the current situation and future of the auto industry in Romania. The PM also toured the assembly department of the Dacia plant (source: Nine O’Clock).
NEWS IN BRIEF

Germans to make Ford and Dacia parts at Craiova
The automotive division of German group Rochling, specializing in plastic manufacturing, is opening 5,000 sq m production unit in Craiova to supply parts to Ford and probably Dacia carmakers, the investment amounting to more than EUR 5 M. “We are looking for a place to locate our 5,000 sq m production unit. We cannot give you the exact value of investment, but we know for a fact that the equipment alone will cost EUR 5 M,” Rochling Communication Director Ina Breitsprecher said, according to Mediafax. The new factory will deliver parts to the Ford plant in Craiova, and possibly also to Dacia. The two divisions of Rochling group – High Performance Plastics and Automotive Plastics - have a total of 5,400 employees and operated business worth over EUR 1 bln in 20 different countries combined. 

Renault wants to make 320,000 Duster units per year

French automaker Renault plans to raise its production capacity for the Duster model to 320,000 units per year. Apart from Romania, the car will also be built in Russia, Brazil, Columbia and India, ‘Les Echos’ informs, quoted by Mediafax. In Romania, Dacia plant in Pitesti will have a production capacity of 150,000 Duster units per year. In Russia and Brazil that capacity will stand at 60,000. Renault estimates a production capacity of 20,000 units in Columbia and 30,000 units in India. In India, the model will be built within a new plant belonging to the Renault-Nissan alliance. ‘Les Echos’ characterises the model as being a ‘chameleon’ vehicle that has the lowest price on the 4x4 market, the same engines as the whole Logan family, its rear borrowed from some Nissan version, its roof borrowed from Megane 2 and its machine parts geared in view of the highest savings. Dacia’s sales were the highest on the French market in March, surpassing those registered by Volkswagen and Ford.

Romania climbs one place in terms of purchasing power

Romania climbed one place in a global top based on the purchasing power, up to the 80th out of 155 countries, and gained three places based on its gross national income, according to a World Development Indicators (WDI) 2010 report released by the World Bank (WB) last month, Mediafax reports. According to the paper, purchasing power in Romania - with comparable conditions applied to all states and regions of the world - rose from USD 12,350 per capita in 2007 to USD 13,380 per capita in 2008
Trade deficit reports less steep decline in Q1

Trade deficit rose in March, for the first time in a year and five months, and its decrease rate was tamed from 35 pc in the first two months of 2010 to 13.9 pc in the first quarter, amounting to EUR 1.92 bln, according to data supplied by INS. Trade deficit rose in March by 28 pc, at EUR 856.6 M. The last time trade deficit reported a rise was in September 2008, when it rose by approximately 52 pc compared to the same interval of 2007. In RON, Romania’s trade deficit slumped in the first quarter by 16.23 pc, at RON 7.92 bln, but it rose by 22.3 pc in March, at RON 3.5 bln. The chief economist of ING, Nicolae Chidesciuc, argued that a first reason to account for the growth of trade deficit in March was Easter, celebrated at the beginning of April, which boosted March imports. Exports in the first quarter amounted to RON 32.47 bln (EUR 7.88 bln), while imports amounted to RON 40.4 bln (EUR 9.8 bln). 

Unemployment rate ebbed at 8.07 pc in April

The number of unemployed ebbed in April at 27,098, pushing the unemployment rate from 8.36 to 8.07 per cent for this month, the National Agency for the Employment of Labour Force (ANOFM) announced. The unemployment rate ebbed slightly in April, after having risen for 20 months consecutively. According to data from ANOFM, 738,187 unemployed persons were reported in April, compared to 765,285 for the preceding month. “The unemployment rate reported for April was of 8.07 per cent, compared to 8.36 pc in March 2010 and 5.7 pc in the same month of 2009. The total amount of unemployed persons in the records of county employment agencies was of 738,187 persons, out of whom 305,670 were women,” ANOFM informs in a release. The counties with the highest unemployment rate are Vaslui (14.09 pc), Mehedinti (13.46 pc), Teleorman (12.93 pc), followed by Dolj, Ialomita, Alba, Covasna, Galati, Gorj, Hunedoara a.o. The lowest unemployment rates, below the national ratio, were reported in Bucharest and in counties Ilfov, Timis, Satu Mare, Bihor, Maramures, Cluj, Arad, Constanta, Botosani, Sibiu and Vrancea  (source: Nine O’Clock). 
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