
National Bank of Moldova

Translation

Inflation Report

no. 1, February 2014

1 Grigore Vieru Avenue • MD 2005 Chis, inău • www.bnm.md • E-mail: official@bnm.md
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Summary

Inflation developments

The annual rate of inflation has returned close to the target
stipulated in the Medium-term monetary policy strategy and
reached the level of 4.9 percent in the fourth quarter of 2013, by
0.9 percentage points higher than in the third quarter of 2013.
The rise in the CPI annual rate was driven primarily by increased
inflationary pressures from food prices as a result of a modest
crop of vegetables and potatoes in 2013. Core inflation recorded a
reduced annual growth, given a moderate domestic demand. At
the same time, the annual rate of core inflation remained on an
upward trend in the fourth quarter of 2013 mainly due to the
continuing national currency depreciation against the currencies
of major trading partners. The annual rate of inflation in the
fourth quarter of 2013 was by 0.5 percentage points higher than
anticipated in the projection (4.4 percent) published in the
Inflation Report no.4, 2013.

External environment

The global economy has strengthened in the second half of 2013
and could strengthen further in 2014, mainly due to the growth
in advanced economies. However, global economic growth is still
slow and remains below its potential, highlighting the problems
of sovereign debt, high unemployment rates and the increasing
deflationary risks. Most of the emerging economies have entered
the slowdown stage of the economic cycle, which will reflect
significantly on the global demand and international prices of
commodities. Risks arising from financial market turbulence and
volatility of capital flows are still persistent and the subsequent
reactions of the monetary policy decisions of the major global
players present strong uncertainties.

Economic developments

After the GDP grew by 6.1 percent in the second quarter of 2013,
the annual GDP growth increased in the third quarter of 2013
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up to 12.9 percent. As a result, Moldova’s economy grew by 8.0
percent in the first nine months of 2013. The positive dynamics
of the Moldovan economy in the third quarter of 2013 was due
mostly to the impressive development of the agricultural sector
after a draughty year, which resulted in export growth and a
modest increase in imports. Thus, household consumption and
gross fixed capital formation recorded increases of 8.9 and 1.2
percent, respectively, while exports grew by 15.0 percent. Imports’
development was significantly lower than that of the exports,
recording the level of 5.1 percent in the third quarter of 2013.
Government final consumption has decreased by 0.9 percent.
However, gross value added of agriculture has increased in annual
terms by 59.8 percent, overshadowing the positive development
of the other sectors of the economy. It should be mentioned that
the GVA of goods sector increased by 35.2 percent, generating
a contribution of 10.0 percentage points to the GDP growth. At
the same time, the GVA of services increased more modestly (by
4.2 percent). Despite the fact that in the third quarter of 2013
the GDP growth was higher than in the second quarter of 2013,
the annual growth rate of net taxes on products decreased by 1.1
percentage points. In the third quarter of 2013, the labor market
environment recorded an improvement. Thus, the number of
employed persons increased by 4.3 percent and the unemployment
rate was 3.9 percent, by 0.9 percentage points lower than in the
same quarter of 2012. During October – November 2013, the
annual average real wage growth in the economy was 3.2 percent,
by 2.2 percentage points lower than in the third quarter of 2013.

Monetary policy

In the fourth quarter of 2013, within three meetings on monetary
policy, the members of the Council of Administration of the NBM
have reviewed the updated balance of risks for future inflation
prospects in the short and medium term. Thus, there have been
taken three decisions to keep the base rate at the level of 3.5
percent annually, a level set within the meeting of April 25, 2013.
During the reporting period, the NBM promoted a stimulating
monetary policy and its efforts were oriented towards combating
disinflationary pressures and achieving the objective of keeping
inflation within the range of ± 1.5 percentage points from the 5.0
percent target. In the fourth quarter of 2013, the average annual
inflation was 4.9 percent.

In the fourth quarter of 2013, the growth rate of monetary
aggregates remained high, the quarterly average in annual terms
of the M2 monetary aggregate constituted 29.3 percent, (by 3.6
percentage points higher than the growth recorded in the previous
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quarter) and 26.2 percent for the M3 monetary aggregate (by 4.4
percentage points more than in the third quarter of 2013).

Average interest rates charged by licensed banks in the fourth
quarter of 2013 recorded different developments. The average
interest rate on new loans in national currency increased towards
the end of the fourth quarter of 2013, recording a level of 12.51
percent in December 2013. At the same time, the average interest
rate on new loans in foreign currency has increased up to 8.91
percent. The average interest rate on new deposits placed in
national currency decreased significantly compared to the previous
quarter, registering 5.82 percent, while those in foreign currency
increased compared to September 2013, recording the level of
4.51 percent.

Medium-term inflation forecasting

The current projection indicates an annual CPI inflation rate of
5.4 percent on average for 2014, by 0.7 percentage points higher
than anticipated in the Inflation Report no.4, 2013. For 2015, the
forecasted average annual inflation rate is of 4.8 percent or by 0.5
percentage points more than in the previous report. The current
projection places the annual inflation rate in the range of ± 1.5
percentage points from the inflation target of 5.0 percent annually
throughout the forecasting horizon.

The increase in food prices in international markets, compared
to the scenario published in the Inflation Report no.4, 2013, had
the most significant contribution to the formation of the annual
inflation rate. Also, the upward revision of the forecast for the CPI
component was caused by a higher rate than was projected for
the fourth quarter of 2013. This deviation was determined mostly
by cooler than normal temperatures, recorded in the first half of
October, which negatively influenced the collection, storage and
marketing of vegetables and potatoes.

The contribution of core inflation to the annual inflation rate is
lower than that recorded in the previous report. The downgrade
forecast of this CPI component occurred as a result of a negative
aggregate demand for the next eight quarters.

According to the current round of forecasting, the output gap is
expected to be negative for the entire forecasting horizon. Thus,
according to the scenario, the output gap will change the shape of
the curve as from the first quarter of the current year, decreasing
until the third quarter of 2014. In the second half of the forecasting
horizon, the aggregate demand will record values close to its
potential level. An economic activity below its potential level in
the long term will cause disinflationary pressures.
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Chapter 1

Inflation development

The annual rate of inflation has returned close to the target stipulated
in the Medium-term monetary policy strategy and reached the level
of 4.9 percent in the fourth quarter of 2013, by 0.9 percentage points
higher than in the third quarter of 2013. The rise in the CPI annual
rate was driven primarily by increased inflationary pressures from
food prices as a result of a modest crop of vegetables and potatoes
in 2013. Core inflation recorded a reduced annual growth, given a
moderate domestic demand. At the same time, the annual rate of
core inflation remained on an upward trend in the fourth quarter of
2013 mainly due to the continuing national currency depreciation
against the currencies of major trading partners. The annual rate of
inflation in the fourth quarter of 2013 was by 0.5 percentage points
higher than anticipated in the projection (4.4 percent) published in
the Inflation Report no.4, 2013. The annual rate of the industrial
production price index in the fourth quarter of 2013 was 3.7 percent,
by 0.3 percentage points higher than in the third quarter of 2013.

1.1 Consumer price index

In the fourth quarter of 2013, the average annual inflation rate
was 4.9 percent, by 0.9 percentage points higher than in the
third quarter of 2013. Thus, if in the third quarter of 2013
the annual rate of inflation was in the lower band of the range
of ± 1.5 percentage points from the 5.0 percent target, with
persistent disinflationary risks, then in the fourth quarter of 2013
it accelerated significantly, recording in December 2013 a level
of 5.2 percent. It should be mentioned that the annual inflation

Chart 1.1: The annual rate of CPI and core
inflation (%)
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rate continues for more than 23 consecutive months to fall within
the range of ± 1.5 percentage points from the 5.0 percent target
stipulated in the Medium-term monetary policy strategy.

Similar to the previous periods, the annual rate of core inflation
was in the lower band of the range of the inflation target. However,
it has recorded a slight upward trend at the end of 2012, increasing
from 3.6 percent in September 2012 up to 4.8 percent in December
2013.
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The rise in the CPI annual rate was driven primarily by increased
inflationary pressures from food prices as a result of a modest
crop of vegetables and potatoes in 2013. At the same time, the
increase in food prices was also influenced by the atypical weather
conditions in the last days of September and the first half of
October, which disfavored the collection, storage and marketing
of vegetables and potatoes. Thus, in the fourth quarter of 2013,

Chart 1.2: Annual rate of inflation
subcomponents (%)
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food prices contributed by about 2.6 percentage points to the
annual growth of CPI, a much higher contribution than in the third
quarter of 2013. Core inflation has generated a contribution of
1.3 percentage points to the annual inflation rate formation, by
0.1 percentage points higher than in the third quarter of 2013.
This slight increase was largely due to the depreciation of the
national currency, while the domestic demand remained weak.
The contribution of the regulated prices to the CPI has increased
compared to the third quarter of 2013, representing 0.8 percentage
points. This development was mainly driven by the increase in the
price of interurban transportation by 26.3 percent as of November
1, 2013. The contribution from fuel prices was slightly lower than
in the third quarter of 2013, representing 0.2 percentage points.

Chart 1.3: Evolution of annual inflation and
subcomponents contribution (p.p.)
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Within the components structure, in December 2013 compared to
December 2012, the foodstuff products prices (7.6 percent)
recorded the highest increase, followed by the non-foodstuff
products (4.6 percent) and services (2.9 percent).

Core inflation index

During the fourth quarter of 2013, core inflation rate has recorded
an upward trend, reaching at the end of December a level of 4.8
percent, or by 0.4 percentage points more compared to September
2013. Price increases of „clothing” (6.1 percent), „footwear”
(5.6 percent), „building materials” (4.7 percent) and „cigarettes”
(7.6 percent) have in particular contributed to the annual rate
formation in December 2013 (Chart 1.4). Significant contributions,
but of lower intensity, were determined by the increase of prices
of “detergents” (4.6 percent), “articles of sanitary, hygiene and
cosmetics” (3.9 percent), and “public alimentation” (3.4 percent)
compared to December 2012. Rising prices for tobacco products

Chart 1.4: Components contribution to the
annual growth rate of core inflation (p.p.)

0.0
0.5
1.0
1.5
2.0
2.5
3.0
3.5
4.0
4.5
5.0

12/12 2/13 4/13 6/13 8/13 10/13 12/13

P ersonal accessories Household items

Sanitation, hygiene and cosmetics items Others

Cultural services C igarettes

Education and learning C lothing

Knitwear Footwear

Autoparts and bicycles Detergents

P ublic alimentation Construction materials

S tatistical differences Core inflation (comp. sum)

Source: NBS, NBM calculus

was the result of changes in the tax regime - the increase and
changes in the structure of excise duties on cigarettes (made in
January and August), the effect of which was felt throughout
the year. Rising prices in most groups of goods and services was
driven by increased costs due to the national currency depreciation
against the currencies of major trading partners. Thus, in the
fourth quarter of 2013 compared to the third quarter of 2013, the
Moldovan Leu depreciated by 1.9 percent against the U.S. dollar
and by 4.7 percent against the European single currency. However,



Chapter 1. Inflation development 9

despite the magnitude of this depreciation, the core inflation rate
recorded a slight increase, indicating the absence of inflationary
pressures from aggregate demand.

Food prices

After a pronounced slowdown in the annual rate of food prices
during the third quarter of 2013, the annual rate accelerated
in the fourth quarter of 2013. Thus, it recorded an average
rate of 7.1 percent, by 2.1 percentage points higher than in
the third quarter of 2013. This dynamic was caused mainly by
pronounced growth rates of prices of fresh vegetables, potatoes,
milk and dairy products. It should be mentioned that although the
weather conditions during 2013 were generally favorable for the
growth and cultivation of agricultural products, the production of
vegetables and potatoes was far below expectations. According
to the NBS, in 2013 compared with 2012 (droughty year), the
volume of potato production increased by 31.5 percent and that of
vegetables by 28.8 percent, but these increases were not sufficient
to return at least to the level recorded in 20111. Thus, the potato
crop in 2013 was lower than that of 2011 by 31.9 percent, and that
of fresh vegetables by 19.3 percent. At the same time, the increase
in food prices was influenced by the atypical weather conditions
in the last days of September and the first half of October, which
disfavored the collection, storage and marketing of vegetables and
potatoes. In the fourth quarter of 2013, inflationary pressures
arising from international food prices recorded a slight increase.
Thus, the annual growth rate of international food prices increased
by 0.3 percentage points during the reporting period compared to
the third quarter of 2013, slipping into negative territory (minus
4.2 percent). At the same time, inflationary pressures generated
by the dynamics of international food prices have been boosted by
the depreciation of MDL against USD (by 1.9 percent) and MDL
against EUR (by 4.7 percent) compared to the third quarter of
2013.

Chart 1.5: Components contribution to the
annual growth rate of food prices (p.p.)
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The increase in annual terms of food prices in December 2013
was due to the increase in prices of “potatoes” (19.9 percent),
“fresh vegetables” (15.5 percent), “milk and dairy products” (8.3
percent), and “meat and meat products” (5.0 percent). At the
same time, the contribution of the following groups has decreased
in the fourth quarter of 2013: milling products, fresh fruits, fats
and sugar (Chart 1.5). This dynamics was due to a good crop of
cereals and fruits in 2013.

1http://www.statistica.md/newsview.php?l=ro&idc=168&id=
4304&parent=0
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Regulated prices

In the fourth quarter of 2013, the annual rate of regulated prices
recorded an upward trend, registering the level of 2.8 percent, by
0.8 percentage points higher than in the third quarter of 2013. This

Chart 1.6: Components contribution to the
annual growth of regulated prices (p.p.)
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was driven by higher prices for transport services due to increase
in the tariff of interurban bus transportation by 26.3 percent as of
November 1, 2013. Dynamics of regulated prices was supported
by enhanced positive contribution from the components “payment
for housing” and “medicines” (Chart 1.6).

The increase in annual terms of regulated prices in the fourth
quarter of 2013 has been mostly driven by the dynamics of prices
for transport services, medicines and utilities tariffs, which
increased by 16.3, 4.2 and 1.5 percent, respectively in December
2013 compared with December 2012. The increase in utilities
spending was driven by increased payments for housing by 3.7
percent, tariff for water supply and sewerage by 6.9 percent and
that for gas by 1.8 percent.

Fuel prices

During the fourth quarter of 2013, the average annual rate of fuel
prices fluctuated around 3.3 percent, by 2.2 percentage points
lower than in the third quarter of 2013 (Chart 1.7).

The slowdown in the average annual fuel prices during the
reporting period compared to the third quarter of 2013 was due
to the disappearance of inflationary pressures from international
oil prices. Thus, in the fourth quarter of 2013, Urals brand oil

Chart 1.7: Components contribution to the
annual growth in fuel prices (p.p.)
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prices reached an average value of USD 108.4 per barrel, falling
by 1.5 percent compared to the third quarter of 2013. At the same
time, the national currency has depreciated by about 1.9 percent
against the U.S. dollar compared to the third quarter of 2013, so
mitigation the effect generated by lower oil prices in the
international market. As a result, in the fourth quarter of 2013,
fuel prices contribution was 0.4 percentage points, by 0.9
percentage points lower than the third quarter of 2013. This was
also influenced by the favorable base effect.

The increase in the firewood price had the greatest contribution to
the formation of the annual rate of fuel prices in the fourth quarter
of 2013, representing on average 1.8 percentage points, by 0.8
percentage points lower compared to the third quarter of 2013.
This was due to higher temperatures during November-December
2013 compared to the same period of 2012, which contributed to
maintaining a modest demand for the respective product. Overall
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contribution of “bottled gas” in the fourth quarter of 2013 was 1.4
percentage points. The contribution from “earth coal” was negative
for the thirteenth consecutive month, recording an average value
of minus 0.3 percentage points in the fourth quarter of 2013.

1.2 Comparing forecasts of the Inflation
Report no.4, 2013 with the inflation
developments in the fourth quarter of
2013

Chart 1.8: Evolution and forecast of CPI since
the implementation of inflation targeting regime
(%)
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Table 1.1: Evolution and forecast of CPI and
its components

De facto Forecasted

(IR no.4,2013)

Q IV,2013/ Q IV,2013/

Q IV,2012 Q IV,2012

CPI 4.9 4.4

Core inflation 4.7 4.5

Foodstuff products 7.1 5.7

Regulated prices 2.8 2.7

Fuel 3.3 4.9
Source: NBS, NBM calculus

Data for the fourth quarter of 2013 show positive deviations
between actual and forecasted inflation data for the fourth quarter
of 2013 published in the Inflation Report no.4, 2013. Thus, the
annual inflation rate in the fourth quarter (4.9 percent) was by 0.5
percentage points higher than anticipated in the previous round of
forecasting (4.4 percent). The deviation was determined mostly
by the increase in food prices over the anticipated values (7.1
percent compared to 5.7 percent for the fourth quarter). The colder
weather than normal in the last days of September and the first half
of October has negatively influenced the collection, storage and
marketing of vegetables and potatoes, which contributed greatly
to this deviation.

The average annual rate in the fourth quarter of 2013 related to
regulated prices and core inflation was 2.8 and 4.7 percent, only by
0.1 and 0.2 percentage points higher than expected. The decline
in oil prices in the international market in the fourth quarter of
2013 compared to the third quarter and the relative stability of the
national currency against the U.S. dollar and the warm weather in
November and December have created conditions for a moderate
growth of fuel prices. Therefore, the average annual rate for the
fuel prices in the fourth quarter of 2013 reached the level of 3.3
percent, by 1.6 percentage points lower than anticipated in the
forecasting round.

1.3 Industrial production price index

The annual rate of industrial production price index was 3.7
percent in the fourth quarter of 2013, by 0.3 percentage points
higher than in the third quarter of 2013. This development was
influenced exclusively by rising prices of delivered products on
the foreign market, as prices of those delivered on the domestic
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market decreased by 0.5 percentage points compared with the
third quarter of 2013 (Chart 1.9).

At the end of 2013, the annual rate of IPPI was 4.0 percent. Within
the structure, in December 2013, manufacturing industry prices

Chart 1.9: Annual rate of IPPI (%)
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recorded the largest increase in annual terms, which increased by
5.0 percent. Prices in the extractive industry and energy sectors
have decreased by 2.4 percent each. It should be mentioned that
during the last five quarters the prices of delivered products on the
foreign market consistently exceeded the prices of those delivered
on the domestic market (Chart 1.9), which was determined by the
depreciation in annual terms of the national currency against the
currencies of major trading partners during the respective period.
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Chapter 2

External environment

In the last months of 2013, the global economy development
was monotonous, most key indicators showing a stable trend. The
decision of the European Central Bank (ECB) to reduce the base
rate and the decision of the Federal Reserve System (Fed) to reduce
the volume of assets purchased are among the most significant
events in the reporting period. The impact of these decisions on
financial markets was relatively insignificant due to a preventive
dispersal on the account of expectations. Currently, the “engine” of
the global economy is the recovery in advanced economies, while
emerging economies continue to be affected by massive capital
outflows and declining exports. For 2013, the IMF estimated an
average global economic growth of 3.0 percent, while in 2014
the world economy is expected to accelerate by about 3.7 percent,
however, the level is still below its potential.

Chart 2.1: Evolution of PMI indexes*
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Data on the development of economies based on PMI indexes
in the fourth quarter of 2013 show a slow but steady recovery.
Thus, PMI index for the euro area recorded a high of 52.1 in
December 2013, the robust advancement of the German economy
being marked out. The PMI indexes for the United States have
recorded spectacular developments, despite the problems related
to the state budget and debt ceiling, which intensified in October
2013. PMI indices for China and the Russian Federation have also
been above the reference value of 50.0, but it was an ordinary
development and anticipated at best a relatively weak growth
(Chart 2.1).

During the fourth quarter of 2013, the monetary situation of the
European Central Bank and the Federal Reserve System has led
to increased volatility in the evolution of the European single
currency and the U.S. dollar. Thus, solving the problems related
to state budget in the second half of October and the Fed decision
taken in December 2013 to reduce the volume of assets purchased
were the pillars of the U.S. dollar appreciation.

In turn, the European single currency has slightly depreciated in
early November, following the ECB’s decision to reduce the base
rate from 0.5 to 0.25 percent. Of course, the increased volatility
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has been driven by the evolution of macroeconomic statistics, the
significant appreciation of the European single currency being
marked out due to the positive data on the German economy.
Overall, in the fourth quarter of 2013, the U.S. dollar depreciated
against the European single currency by 2.8 percent compared
with the third quarter of 2013 (Chart 2.2).

Chart 2.2: Average exchange rate appreciation
(-) / depreciation (+) in Q IV, 2013 of MDL, RON,
RUB, UAH against USD and EUR compared
to the previous period (%)
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Chart 2.3: The annual growth rate of world
price indexes (%)
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Based on the evolution of the USD/EUR parity, the currencies of
neighboring countries appreciated against the USD and
depreciated against the EUR in the fourth quarter of 2013. Thus,
the RON has appreciated on average by 2.4 percent against the
USD and the RUB by 0.8 percent. As against the EUR, the RON
depreciated slightly by 0.2 percent, the RUB by 1.9 percent and
the UAH by 2.7 percent. For comparison, the MDL has depreciated
against the EUR and against the USD by 4.7 and 1.9 percent,
respectively (Chart 2.2).

The slowdown in the pace of inflation in most economies in the last
months of 2013 was determined by the evolution from one month
to another of the growth rate of commodity prices at around
zero. On average, the international commodity prices in the fourth
quarter of 2013 decreased by 1.5 percent compared to the third
quarter of 2013, but remained stable compared to the same period
in 2012.

International prices of industrial raw materials increased slightly,
most likely as a result of accelerating industrial activity in the
United States and China and the industrial sector recovery in the
euro area. At the same time, international prices of metals are still
decreasing, affecting the export - dependent emerging economies.

International food prices continued their downward trend, but at
a lesser extent than anticipated; the unfavorable harvest prospects
for the next year and the augmenting demand amid incentive
macroeconomic policy have contributed to this tendency.
International energy prices presented in October and November
2013 a relatively stable evolution, rising slightly in December due
to increasing risk premium because of augmented tensions in
South Sudan and Libya (Chart 2.3).

Chart 2.4: Evolution of the average monthly oil
price and exchange rate of USD/EUR
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The average price of Urals brand oil in the fourth quarter of 2013
recorded a value of USD 108.42 per barrel, down by 1.5 percent
compared to the third quarter of 2013. The significant decrease
in October relied on the deepening problems related to the state
budget and debt ceiling in the United States, leading to reduced
global demand and the increase of oil reserves.

The lack of geopolitical tensions in the Middle East was another
factor in declining oil price, which has reduced the risk premium.

2Ministry of Economic Development of the Russian Federation
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As of November 2013, oil prices have returned slightly towards
the upward trend, assimilating consecutively the influences of
positive factors at that moment: the U.S. dollar depreciation, the
industrial production growth in China, the increasing tensions
in South Sudan and Libya’s oil platforms, etc. As of the end of
December 2013, amid mixed signals of the U.S. statistics, the oil
price went slightly down (Chart 2.4).

Chart 2.5: Unemployment rate in the U.S., euro
area and neighboring countries (%)
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Source: Eurostat (euro area and Romania – seasonally
adjusted series), Russia’s Federal Statistics Service, State Statistics
Service of Ukraine.

According to “Moldovagaz”, the import price of natural gas in
the third quarter of 2013 was USD 374.6 per 1000 m3, which
represents a decline of 3.0 percent compared with the second
quarter of 2013. For the fourth quarter of 2013, the import price
of natural gas is estimated at USD 371.4 per 1000 m3.

Unemployment remains one of the persistent problems in the
global economy, no significant changes towards improvement
being recorded in the recent months. The euro area unemployment
rate has remained at the level of 12.1 percent since April 2013.

In Romania, the unemployment rate in recent months has
remained at around 7.3 percent. A relatively stable situation on
the labor market was registered in the Russian Federation, the
unemployment rate in November 2013 reaching the level of 5.4
percent.

The U.S. statistical data reflects a significant improvement, the
unemployment rate in December 2013 reaching the lowest level
for the last five years of 6.7 percent, after the level of 7.0 percent
in November 2013. However, only in the coming months it will be
clear whether the downward trend of the unemployment rate is
actually generated by the recovery of the economy, or is it just a
consequence of the seasonal effect caused by increased activity in
trade and tourism during winter holidays (Chart 2.5).



 

Box  

PMI indexes – concept and peculiarities  

The macroeconomic situation analysis involves the assessment of a set of statistical indicators reflecting the market 
fluctuations to the utmost extent. Thus, over time, in addition to socio-economic statistics presented by the national 
statistics agencies, there were developed adjacent statistics calculated by private companies, which have proven their 
relevance by capturing the economic phenomena effectively and relatively fast. This category includes the PMI 
indexes (Purchasing Managers' Indexes), the usefulness of their analysis to capture the evolution of external 
macroeconomic environment is undeniable. 

PMI indexes have been developed in many countries by private companies to provide the stock exchange agents and 
decision makers in business and economic analysts with an accurate and timely set of supporting data for a better 
perception of economic conditions. PMI indexes are based on monthly surveys carried out  in some selected 
companies, which offer an advance indication of what is really happening in the private sector economy by capturing 
variables, such as the result of economic activity, new orders, stock levels, employment and prices in the 
manufacturing, constructions, retail trade and services sectors. Data are collected by similar methods in most countries 
so that international comparisons can be made. The key features of PMI indexes are: they provide indicators based on 
results as opposed to opinion or confidence-based indicators; they are produced much faster than the official data 
series; they are published monthly; they cover almost all economic activities of the private sector in many countries 
(including in all major sectors of services); they are not revised after publication; they are produced using similar 
methodology in almost all countries, allowing international comparisons. 

The set point for the PMI is 50. Thus, a PMI of more than 50 represents an expansion compared to the previous 
month. A  reading under 50 represents a contraction, while a reading at 50 indicates no change. A mong the most 
famous companies that calculate the PMI indexes are ISM (USA ), Markit, HSBC, JP Morgan etc. In most cases, PMI 
indexes are calculated for the industrial sector (Manufacturing PMI), services sector (Services IMP) and composite 
(Composite PMI). In addition to PMI indexes calculated for each country, aggregated PMI indexes are also calculated, 
for example, for the emerging economies (HSBC Emerging Markets Index PMI) and globally (JP Morgan Global 
PMI) etc. 

In macroeconomic analysis, PMI indexes for the industrial sector tend to be correlated with the indexes of industrial 
production. Most of the times, in macroeconomic analysis, the composite PMI indexes are used as a preliminary 
reflection of the GDP quarterly growth and the fact that they are published every month is an undeniable advantage 
for economic policy decisions, while the GDP is published quarterly and after a relatively long period of time as of the 
end of the reporting period (Chart no.1). 
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Table 2.1: Evolution of GDP in 2013*

quarterly annual

growth growth

rate rate

Q I Q II Q III Q I Q II Q III

USA 0.3 0.6 1.0 1.3 1.6 2.0

Euro

area -0.2 0.3 0.1 -1.2 -0.6 -0.3

Germany 0.0 0.7 0.3 -0.3 0.5 0.6

France -0.1 0.6 -0.1 -0.4 0.5 0.2

Romania 0.6 0.8 1.6 2.3 1.6 4.1

China 1.5 1.9 2.2 7.7 7.5 7.8

Russian

Federation 0.2 -0.1 0.2 1.6 1.2 1.2

Ukraine 0.6 -0.5 -0.3 -1.1 -1.3 -1.3

Source: Eurostat, National bureaus of statistics
*based on seasonally adjusted series of statistical offices, except for
annual growth in China, Russian Federation and Ukraine, which
according to the rigorous methodologies are based on unadjusted
gross series.

The economic growth rate in the United States of America
continued to accelerate since the second half of 2013, the main
statistical indicators showing a positive trend. The gross domestic
product grew in the third quarter of 2013 by 1.0 percent
compared with the second quarter of 2013 and by 2.0 percent
compared to the same period of 2012 (Table 2.1). Industrial
production rose in November 2013 by 1.1 percent from October
and by 3.2 percent compared to the same period of 2012. The
unemployment rate fell in December to 6.7 percent level, which is
the lowest level in the last five years. Positive results of the
economy led the Fed to gradually end the quantitative easing
program (QE3), reducing the purchase of assets from 85 to 75
billion per month. However, it is expected that the data on the
economy results in the fourth quarter of 2013 will be relatively
affected by the consequences of the problems related to the state
budget and debt ceiling enhancement in the first half of October.

As of the second quarter of 2013, the euro area economy showed
fragile recovery signals, but at a stable pace. For the third quarter
of 2013, Eurostat announced a GDP growth in euro area of 0.1
percent compared with the second quarter of 2013, while the
contraction on annual basis decreased up to minus 0.3 percent
(Table 2.1). In November 2013, the ECB lowered the base rate
from 0.5 to 0.25 percent, but the effectiveness of monetary policy
stimulus apparently continues to be mitigated by the diverse
structure of economies, and as a result, the recovery in the euro
area remains uneven.

Industrial production rose in November by 1.8 percent compared
to October and by 2.8 percent compared to the same period in
2012, which is the most significant increase after about two years
of contraction. At the same time, while the economy seems to
recover modestly, the main problems of the euro area remain to
be the uneven and non-uniform economic growth, the
unemployment rate of 12.1 percent and the affected monetary
transmission channel by the combination of low inflation (in
December 2013 - 0.8 percent compared with the same period of
2012) and close to zero interest rates.

The economy of Romania increased by 1.6 percent in the third
quarter of 2013 compared to the second quarter of 2013 and by
4.1 percent compared to the same period of 2012 (Table 2.1). The
unprecedented advancement in the recent months relied on the
significant results in agriculture, and on the robust export growth.
Consumer prices continued to decline in December, recording
an annual inflation of 1.6 percent. The inflationary pressures
mitigation determined the National Bank of Romania to gradually
diminish during the last four months the monetary policy rate,
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the last reduction from 4.0 to 3.75 percent being carried out in
January 2014.

In the third quarter 2013, the GDP of the Russian Federation
increased by 0.2 percent compared with the second quarter of 2013
and by 1.2 percent compared to the same period of 2012 (Table
2.1). In the last months of 2013, the Russian economy continued
to be affected by the slowdown in investment and manufacturing
sector and by high inflation amid the services sector expansion.
Russian economy stagnation continued in the fourth quarter of
2013, which determined the Ministry of Economic Development of
the Russian Federation to reduce GDP projection for 2013 down to
1.4 percent, which is significantly below the value of 3.4 percent
recorded in 2012. The latest figures indicate acceleration in
inflation on annual basis to 6.5 percent in November and December,
which limited the chances of reducing the cost of borrowing in
order to support the economic growth. At the same time, the
unemployment rate remained moderate, reaching in November
the level of 5.4 percent.

The economy of Ukraine is still in recession, recording in the
third quarter of 2013 a GDP contraction of 1.3 percent compared
to the same period of 2012 (Table 2.1). The constructions sector
contracted by 11.7 percent, manufacturing declined by 9.7
percent, and agriculture decreased by 2.1 percent. In recent
months, consumer prices in Ukraine have registered a positive
growth (annual inflation in December 2013 was 0.5 percent),
after about a year of deflation, which could reflect a slight
increase in consumption. There were also positive trends of
development of the agricultural sector in recent months. At the
same time, the external market situation was unfavorable for the
economic activity in Ukraine, especially the industrial production
continued to decline.
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Chapter 3

Economic developments

3.1 Demand and output

After the GDP grew by 6.1 percent in the second quarter of 2013,
the annual GDP growth increased in the third quarter of 2013
up to 12.9 percent. As a result, Moldova’s economy grew by 8.0
percent in the first nine months of 2013. The positive dynamics
of the Moldovan economy in the third quarter of 2013 was due
mostly to the impressive development of the agricultural sector after
a draughty year, which resulted in export growth and a modest
increase in imports. This process was supported by the depreciation
of the national currency during 2013 against the currencies of
major trading partners, given that their economic activity was less
pronounced. The positive development of agriculture along with
increasing remittances boosted the domestic consumption of the
population.

Demand

Data on GDP for the third quarter of 2013 outline an impressive
development of this indicator, which increased by 12.9 percent,
by 6.8 percentage points more compared to the second quarter
of 2013. It should be mentioned, that a GDP annual growth rate
above 10.0 percent was recorded the last time in the fourth quarter
2008.

In terms of uses (Chart 3.1), unlike the second quarter, in the
third quarter of 2013, the economic activity acceleration was

Chart 3.1: Contribution of demand
components to GDP growth (p.p.)
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driven mostly by the growth in exports and the slight boost in
domestic consumption, as a result of an increase in household
disposable income. At the same time, the continuing revival of
domestic demand was supported by the positive development of
agriculture, given the fact that the consumption of goods and
services in kind increased by 23.1 percent. As a result, household
final consumption has increased by 8.9 percent, generating the
largest contribution to the GDP growth (8.5 percentage points).
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It should be mentioned that the depreciation of the national
currency in annual terms against the currencies of major trading
partners, along with a record volume of remittances, has
contributed significantly to the increase in household disposable
income. The evolution of foreign trade presents a different
situation than in the second quarter of 2013. Thus, exports
increased by 15.0 percent, generating a contribution of 5.7
percentage points to the GDP, while imports increased by 5.1
percent, recording a lower contribution than the exports (a
negative contribution of 3.8 percentage points). Investments had
a noticeable impact on GDP growth (2.6 percentage points), but
lower than in the second quarter of 2013, which was due mostly
to the positive development of the changes in inventories
component. Gross fixed capital formation recorded a modest
increase (1.2 percent), generating a contribution of only 0.3
percentage points. Final consumption of government recorded
negative growth rates for the third consecutive quarter, declining
by 0.9 percent, but the negative contribution to the GDP growth
was insignificant (minus 0.2 percentage points).

Household consumption demand

In the third quarter of 2013, the annual rate of household
consumption grew by 8.9 percent, by 1.1 percentage points more
than in the second quarter of 2013. This development generates
signals of further revival in domestic demand after the sharp
slowdown in 2012. The positive dynamics of the annual rate of
household consumption has been determined by the increase in
consumption in all forms.

The annual growth rate of household consumption in the third
quarter of 2013 was mainly influenced by the evolution of
consumption in kind, which increased during the reporting period
by 23.1 percent, generating a contribution of 4.6 percentage
points, by 4.3 percentage points more compared to the second
quarter of 2013 (Chart 3.2). This development was mainly due to

Chart 3.2: Components contribution (p.p.) to
the households final consumption growth (%)
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the global agricultural output growth in the reporting period. The
gross value added of the agricultural sector in the third quarter of
2013 increased by 59.8 percent compared to the same period of
2012.

At the same time, spending on procurement of goods increased by
6.1 percent, generating a contribution of 3.4 percentage points to
the formation of the annual rate, by 2.0 percentage points lower
compared to the second quarter of 2013, to the detriment of the
consumption in kind. Expenditures for the purchase of services
increased by 3.6 percent compared to the third quarter of 2012,
but in the context of their lower weights, the contribution was of
0.8 percentage points. The annual growth rate of consumption
financing sources in the third quarter of 2013 (Chart 3.3) recorded
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a level of 9.5 percent, by 4.6 percentage points higher than the
second quarter of 2013. It should be mentioned that the annual
growth of funding sources during the reporting period was higher
than consumption by 0.6 percentage points.

Chart 3.3: Contribution of funding sources
(p.p.) to the growth of real household
consumption (%)
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The 9.5 percent increase in annual terms of funding sources was
supported mainly by the real growth of remittances and wage bill
by 10.5 and 10.2 percent, respectively, generating contributions of
4.1 and 3.9 percentage points.

Compared to the second quarter of 2013, the contribution from
new loans granted to individuals recorded a significant decrease,
which increased slightly in the analyzed period (6.8 percent) and
contributed by 0.4 percentage points. Payments related to social
insurance rose by 6.3 percent, with a positive contribution of 1.0
percentage points.

Public sector

Budget execution

According to data provided by the Ministry of Finance, government
revenues amounted to MDL 36908.5 million in 2013, exceeding by
10.1 percent the income earned in the same period of 2012 (Chart
3.4).

Income earned in 2013 was lower than targets set for the reporting
period by MDL 144.4 million, covering 99.6 percent thereof. The
major part of budget revenue has accrued on the account of tax

Chart 3.4: Dynamics of public revenue and
expenditure (annual growth %)
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revenues, which accounted for 87.2 percent of total revenues, by
11.6 percent more compared to 2012, while the non-tax revenues
were 3.7 percent of total revenues, by 0.7 percent more than in
2012. The tasks set for the reporting period were performed at the
level of 100.3 percent and 96.2 percent, respectively. In 2013, the
assistance for budget support and projects financing from external
sources from foreign donors and local investors increased up to
MDL 2073.6 million or by 26.7 percent more than in 2012.

National public budget expenditures during 2013 totaled MDL
38673.1 million, recording an increase of 9.3 percent compared
to 2012. The evolution of public expenditure has contributed to
their execution in the proportion of 96.4 percent compared to the
previously planned expenditure.

Of the total expenditures, the social-cultural programs (67.3
percent) held the largest share, national economy held 15.0
percent, other areas enjoying a modest funding. National public
budget execution resulted in a decrease in the deficit by 4.0
percent in the analyzed period compared to 2012, representing a
negative balance of MDL 1764.6 million.
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According to the operative data, the general government deficit to
GDP ratio was 1.8 percent in 2013, or by 0.3 percentage points
less than the deficit recorded in 2012. Deficit improvement was
due to a more efficient management of public expenditures, given
that their share in GDP was 39.6 percent, down by 0.7 percentage

Chart 3.5: The evolution of general
government indicators as a share in GDP (%)
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points, and the reduced revenue by 0.4 percentage points, down to
37.8 percent had a positive contribution to the deficit contraction
in 2013 compared to 2012 (Chart 3.5).

State debt

On December 31, 2013, the balance of the debt of the Republic
of Moldova was MDL 23521.5 million and consisted of external
state debt (71.6 percent) and domestic state debt (28.4 percent).
During 2013, state debt increased by MDL 2336.8 million or by
11.0 percent, this increase being due to the rise in external debt
(with a contribution of +8.6 percentage points) and domestic state
debt (with a contribution by +2.4 percentage points). In 2013,
the balance of external state debt has increased by approximately
MDL 1820.0 million, representing MDL 16845.8 million at the end
of 2013.

During the same period, external state debt in foreign currency
increased by USD 44.6 million compared to the beginning of
2013, reaching the level of USD 1290.2 million, as a result of net
foreign financing, which reached a positive value, constituting
approximately USD 42.15 million and as a result of exchange rate
fluctuations of the U.S. dollar against other foreign currencies in
the amount of USD 2.45 million.

Chart 3.6: State debt as a share in GDP (%)
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As of December 31, 2013, domestic state debt amounted to MDL
6675.8 million, exceeding by 8.4 percent or by MDL 516.9 million
the balance recorded in early 2013. The domestic debt was
composed of SS issued in the primary market (66.3 percent),
converted SS (30.9 percent) and SS for financial stability (2.8
percent).

The balance of state debt to GDP estimated for 2013 ratio
accounted for 24.1 percent as of December 31, 2013 or recording
the same level as of the end of 2012. Keeping the debt at the
same level was due to the rise of external debt to GDP by 0.2
percentage points, up to 17.3 percent at the expense of the
decrease of 0.2 percentage points of the domestic debt, down to
6.8 percent of GDP (Chart 3.6).

SS yield curve

In the fourth quarter of 2013, the volume of SS traded in the
primary market amounted to MDL 2077.5 million, by 10.4 percent
more than in the third quarter of 2013. The increase in the volume
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of SS sold is due to the fact that the Ministry of Finance put into
circulation 103.3 percent of the bid during the fourth quarter of
2013, while in the third quarter of 2013, the volume of SS sold
equaled to 96.0 percent of the initial offer. The ratio between
supply and demand in the fourth quarter of 2013 was 1.93, higher
than in the previous quarter, when demand exceeded supply by
1.51 times. The announced volume of SS for sale was MDL 2012.0
million, by 2.7 percent over the amount announced in the third
quarter of 2013.

The average effective interest rate on treasury bills with a maturity
of 91 days in the fourth quarter 2013 was 5.57 percent, by 1.47
percentage points higher compared with the third quarter of 2013.
Treasury bills of 182 days were sold at an average effective rate
of 7.06 percent, while those with a maturity of 364 days at a rate

Chart 3.7: SS yield curve (%)
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of 7.83 percent, being placed above the actual average rate in
the third quarter of 2013 by 1.71 percentage points and by 1.52
percentage points, respectively. Government bonds with a maturity
of 2 years were sold at an average effective rate of 7.83 percent,
registering an increase of 2.05 percentage points compared to the
third quarter of 2013 (Chart 3.7).

The treasury bills with a maturity of 182 days held the largest share
in the volume of SS in circulation, accounting for 42.8 percent of
total transactions, followed by treasury bills with a maturity of
364 days, the weight of which is increasing for three consecutive
quarters, totaling 31.2 percent of the total in the fourth quarter of
2013. The share of treasury bills with a maturity of 91 days was
25.0 percent of the total. The volume of government bonds with
the maturity of 2 years traded during the reference period totaled
MDL 20.9 million or 1.0 percent of the volume of SS traded.

Investment demand

The annual rate of gross capital formation had a positive
development in the first nine months of 2013, being mainly
determined by the dynamic of changes in inventories component,
while the contribution of gross fixed capital formation, despite a
more significant weight, was more modest. Compared to the same
period of 2012, gross fixed capital formation increased by 3.2
percent, supported by increased spending for construction (3.9
percent) and those for purchases of machinery and equipment
(2.7 percent). In the third quarter of 2013, gross fixed capital

Chart 3.8: Investment in long-term tangible
assets, by type of fixed assets (%, versus the
same period of the previous year)
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formation increased by 1.2 percent due to higher construction
costs by 1.1 percent and those for machinery and equipment by
1.8 percent.

According to information provided by the NBS, the investment in
long-term tangible assets in the period of January - September
2013 increased by 3.3 percent from the same period of 2012
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(Chart 3.8). Following the analysis of investment structure by
types of fixed assets, it was found out that the largest volume of
investments were recorded by equipment, machinery and vehicles
(44.0 percent of total investments), the investment in this area
increased by 6.3 percent compared with the same period of 2012.

In the first nine months of 2013, the investment demand in the
residential constructions and non-residential constructions turned
positive, after negative values for two consecutive years. The
volume of investments in building construction (excluding those
of housing) and residential buildings increased by 11.0 percent

Chart 3.9: Investment in long-term tangible
assets, by type of funding resources (%, versus
the same period of the previous year)
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and by 0.4 percent compared with the first nine months of 2012.

In terms of funding sources, to ensure investment needs, an
important position was held by means of economic agents and
population (61.7 percent of total investment), the value of which
rose by 2.7 percent over the same period of 2012 (Chart 3.9).

In the analyzed period, investments from budgetary resources
increased by 35.9 percent over the same period of 2012, their share
in total investment was of 9.9 percent. It should be mentioned
that, during four consecutive years, the growth rate of investment
from foreign investors fund was negative, but during January –
September 2013 it returned marginally on positive band, reaching
the level of 0.9 percent.

Net external demand3

In the third quarter of 2013, foreign trade recorded a trend
different from the second quarter of 2013. The annual growth
rate of exports (expressed in U.S. dollars) has accelerated sharply
up to the level of 18.0 percent, by 17.6 percentage points more
compared to the second quarter of 2013.

This development was mainly influenced by the increase in
exports to EU countries (43.6 percent), which generated a

Chart 3.10: Evolution of exports annual rate
(%) and contribution by categories of countries
(p. p.)
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positive contribution of 16.0 percentage points. It should be
mentioned that about half of this contribution was generated by
increasing exports to Romania. The volume of exports to the Rest
of the world4 has also generated a positive contribution (2.8
percentage points) to the annual growth rate formation of exports,
but much lower than the exports to EU countries (Chart 3.10). For
the second consecutive quarter, exports to CIS countries recorded
negative growth rates, conditioned mainly by the decrease in
annual terms in the volume of exports to the Russian Federation
and the Republic of Kazakhstan.

3Quarterly data on the development of foreign trade of the Republic of
Moldova, expressed in thousands of U.S. dollars, have been used.

4Rest of the world - countries that are not part of the EU and CIS.
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Following the analysis of the evolution of the annual rate of exports
by groups of commodities (Chart 3.11), a significant positive
contribution may be noted in the third quarter of 2013, generated
by the increase in the volume of goods exported of the group
“food and animal products, beverages and fats” by 32.3 percent
as compared to the second quarter, when the contribution was

Chart 3.11: Evolution of exports annual
rate (%) and subcomponents contribution by
groups of commodities (p.p.)
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negative.

The increase in the volume of exports related to the agri-food
sector was due to the revival of agriculture in 2013, after the
drought of summer 2012. Positive contributions to the evolution
of the annual rate of exports were also generated by the groups
“articles of metal, stone or ceramics”, “chemicals and wood
processing products”, and “vehicles, optical apparatus and sound
recorders and reproducers”, which contributed by 2.5, 2.2 and 1.1

Chart 3.12: Evolution of imports annual rate
(%) and contribution by categories of countries
(p.p.)
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percentage points, respectively.

In the third quarter of 2013, the annual rate of imports recorded
a slight acceleration compared to the previous period, registering
a level of 8.1 percent, by 0.6 percentage points higher than in
the second quarter of 2013. This development was supported
by the increase in imports from all groups of countries (Chart
3.12). Structurally, the annual rate of imports was influenced
mainly by the increase in imports from the EU by about 10.8
percent, generating a contribution of 4.0 percentage points. It
should be mentioned that after a period of four quarters when the
imports from CIS countries have generated negative contributions
to the annual rate of growth of imports, in the last two quarters,
the imports returned on positive territory, generating in the third
quarter of 2013 a contribution of 2.1 percentage points. Imports
from the Rest of the world rose by 5.8 percent, contributing by 2.0
percentage points.

By groups of commodities (Chart 3.13), the acceleration of the
annual rate of imports was mainly influenced by the increase in
imports of “articles of metal, stone or ceramics” and “vehicles,
optical apparatus and sound recorders and reproducers”, which
generated positive contributions of 1.8 and 2.8 percentage points,
respectively. At the same time, the significant increase in the

Chart 3.13: Evolution of imports annual
rate (%) and subcomponents contribution by
groups of commodities (p.p.)
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volume of agricultural output in the third quarter of 2013
contributed to a lower demand for foreign agri-food products.

As a result, in the third quarter of 2013, the import of “food
and animal products, beverages and fats” decreased, generating
a negative contribution of 0.4 percentage points to the annual
rate dynamics, compared to the second quarter of 2013 when the
contribution of this group was of 2.1 percentage points.

Operational data related to foreign trade in the first two months
of the fourth quarter of 2013 show signals of further revival of



26 Inflation Report (BNM, no. 1, February 2014)

foreign demand for domestic products after the decline in 2012.
Thus, in January - November 2013, exports of goods increased by
11.3 percent compared to the same period of 2012, and imports
- by 4.9 percent. At the same time, in the first eleven months of
2013 compared to the same period of 2012, exports of domestic
goods increased by 17.9 percent, as opposed to re-exports, which
fell by 0.4 percent. It should be mentioned that in the first two
months of the fourth quarter of 2013, the annual growth rates
of exports were more modest than in the third quarter of 2013,
but higher than those of imports (Chart 3.14). Thus, in October –

Chart 3.14: Evolution in real terms of foreign
trade (%, versus the same period of the
previous year)
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November 2013, the average annual growth rate of exports was
12.0 percent, while that of imports fell into negative territory
(minus 0.7 percent).

The coverage ratio of imports by exports in the first eleven months
of 2013 amounted to 44.5 percent, compared to the same period
in 2012 when it reached 41.9 percent.

Output

By categories of resources (Chart 3.15), positive development of
all sectors of the economy was almost overshadowed by the sharp
growth of agriculture. Thus, in the first half of 2013 agriculture
had a negligible contribution to the GDP, while in the third quarter
of 2013 it generated an impressive contribution. Therefore, in

Chart 3.15: Contribution of economy sectors
to GDP growth (p.p.)
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the third quarter of 2013, the gross value added in this sector
grew by 59.8 percent, generating a contribution of 9.0 percentage
points to the GDP growth. Although positive, the contribution
from industry was lower than in the second quarter of 2013 (1.0
percentage points). The GVA growth in the industry was driven
mainly by growth in manufacturing by 7.4 percent. At the same
time, extractive and energy industries have increased by 23.3 and
1.1 percent, respectively, compared to the same period of 2012.

As a result, the GVA of commodities sector increased by 35.2
percent, generating a contribution of 10.0 percentage points to
the GDP growth. At the same time, the GVA of services increased
more modestly by 4.2 percent, mostly due to the development
of “transport and communications”, “trade”, and “constructions”,
which rose by 7.5, 6.8 and 2.2 percent, respectively. Net taxes
on products increased by 5.6 percent in the third quarter of 2013
compared to the same period of 2012, generating a contribution
of 0.9 percentage points to the GDP. It should be mentioned that,
despite the fact that in the third quarter of 2013 the GDP growth
was higher than in the second quarter of 2013, the annual growth
rate of net taxes on products decreased by 1.1 percentage points.
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Operational data available for the first months of the fourth quarter
of 2013 outline signals for recording a strong annual rate of GDP
growth, but lower than in the third quarter of 2013.

Thus, in January – November of 2013, industrial production in
all forms of property has increased in real terms by 6.6 percent
compared to the same period of 2012. At the same time, in
the first two months of the fourth quarter of 2013, the average

Chart 3.16: Evolution in real terms of industrial
production and transported goods (right scale),
(%,versus the same period of the previous
year)
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annual rate recorded a level of 7.3 percent. This development was
mainly driven by the increase in manufacturing (9.1 percent) and
extractive industry (21.2 percent).

In 2013, railway, road, river and airway transport enterprises
transported by 26.2 percent more goods than in 2012. This
increase was due to increased volume of goods transported by
all ways of transport, except air transport. It should be mentioned
that the annual growth rate of freight transport increased in the
fourth quarter of 2013 (Chart 3.16), accounting for 37.7 percent,
by 8.5 percentage points higher than in the third quarter of
2013. The pronounced annual growth rates of freight transport in

Chart 3.17: Evolution of domestic trade (%,
versus the same period of the previous year)
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the last six months was mainly supported by agriculture revival,
after the drought of 2012, which contributed to the increase in
transportation of grain and bakery products.

Turnover of enterprises, whose main activity is retail trade,
recorded in the first two months of the fourth quarter of 2013 a
pronounced acceleration in the annual growth rate compared to
the third quarter of 2013. Thus, the average rate accounted for
6.3 percent, by 5.8 percentage points higher than in the third
quarter of 2013 (Chart 3.17). At the same time, enterprises
rendering services recorded in the same period an average
increase of 8.3 percent, by 1.0 percentage points lower than in the
third quarter of 2013.

After the pronounced reduction in 2012, the volume of total
agricultural output increased by 38.2 percent in 2013 as compared
with 2012 (Chart 3.18). This development was driven by the 61.8
percent increase in crop production, which was due to favorable
weather conditions. At the same time, the volume of livestock

Chart 3.18: Global agricultural production (%,
versus the same period of the previous year)
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production has increased much less, by 0.7 percent.

The crop production increase in the reporting period was mainly
influenced by the increase in yield of corn (2.5 times), wheat (2.0
times), sunflower (66.6 percent), sugar beetroot (59.5 percent), as
well as the soybean (34.4 percent). At the same time, the modest
increase in the volume of livestock production has occurred as a
result of recording slight increase in milk production (1.4 percent),
and livestock and poultry (0.9 percent), which were mitigated by
lower production of eggs by 0.8 percent.
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3.2 Labor market

In the third quarter of 2013, the labor market environment recorded
an improvement. Thus, the number of employed persons increased
by 4.3 percent and the unemployment rate was 3.9 percent, by 0.9
percentage points lower than in the same quarter of 2012. During
October – November 2013, the annual average real wage growth in
the economy was of 3.2 percent, by 2.2 percentage points lower than
in the third quarter of 2013.

Chart 3.19: Economically active population
and employment
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Workforce

According to the information provided by the NBS, labor market
environment showed in July – September 2013 signs of further
improvement. During this period, the number of employees
increased by 4.3 percent compared to the same period of 2012. At
the same time, the number of unemployed persons was by 10.8
thousand less than in the third quarter of 2012, unemployment
rate accounting for 3.9 percent, by 0.9 percentage points less than
in the same period of 2012 (Chart 3.19). This led to an increase in
the economically active population by 3.2 percent. Also, another
positive sign on the labor market in the reporting period was

Chart 3.20: Employment by activities of
national economy (%, versus the same period
of the previous year)
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the decrease in the number of discouraged persons to find a job
from 20.7 thousand persons in the third quarter of 2012 to 14.9
thousand persons in the reporting period.

According to the data provided by the NEA5, the number of persons
laid off decreased by 32.4 percent in the third quarter of 2013
compared to the average of the third quarter of 2012, while the
number of vacancies identified increased by 23.1 percent compared

Chart 3.21: Evolution of the unemployment
and employment rate (%)
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to July - September 2012.

In distribution by activities of the national economy, the highest
concentration of employment remains in the agricultural sector
(34.2 percent). The number of employees in this sector in the
third quarter of 2013 increased in annual terms by 12.6 percent
(Chart 3.20). The number of employees has also increased in the
sectors “other activities” - by 17.6 percent and “trade” - by 6.5
percent. The most noticeable decline over the same period of
2012 was recorded in the following sectors: “constructions”,
“industry” and “social services” (excluding other activities of
collective, social and personal services). At the same time, the
“transport and communications” sector shows the lowest
concentration of population employed (5.4 percent).



Chapter 3. Economic developments 29

Wages

During October – November 2013, the annual wage bill growth in

Chart 3.22: Wage bill in the economy (%,
versus the same period of the previous year)
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the economy in nominal terms was 10.1 percent, while deflated
by CPI it registered 5.0 percent (Chart 3.22). It should be noted
that in the first eleven months of 2013, the wage bill increased in
nominal terms by 10.9 percent over the same period of 2012.

In October – November 2013, the annual growth rate of the wage
bill in the economy in real terms was 3.2 percent, by 2.2 percentage
points less compared to the third quarter of 2013 (Chart 3.23).
This deceleration was driven by the negative real average wage
growth in the public sector in October and November 2013.

Chart 3.23: Average real wage* (%, versus the
same period of the previous year)
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In the fourth quarter6 of 2013, the average real wage growth in
the budgetary sector was minus 3.5 percent. This reduction was
mainly due to the slowdown in the real average wage in education.
The negative annual growth rate of this sector was due to the
effect of reclassification of employees in higher education from the
budgetary sector to the real sector starting with January 1, 2013.

Chart 3.24: Average real wage in industry (%,
versus the same period of the previous year)
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The average wage growth in the real sector was mainly influenced
by the increase in average wages in the following branches: “real
estate”, “education”, “agriculture”, “other activities of collective
services” and “constructions”.

In the industrial sector (the real sector of the economy), the
annual change in real average wages in the fourth quarter of
2013 increased by 1.3 percent, by 1.4 percentage points lower
than in the third quarter of 2013 (Chart 3.24). During October
– November 2013, the annual growth rate of the average real
wage in manufacturing reached the level of 0.9 percent, by 1.0
percentage points lower compared to the third quarter of 2013.
This slowdown was due to the decrease in wages in sectors such as
“food and beverages industry”, “production of other non-metallic
mineral products”, and “production of electrical machinery and
apparatus”.

At the same time, the average real wage in the extractive industry
has accelerated, while the growth rate of the average real wage
in the energy sector amounted to 2.7 percent. The growth of
industrial production in all industrial sectors (except for energy
sector) in October and November 2013 contributed to increased
labor productivity. Thus, the labor productivity was 7.0 percent

5The National Employment Agency
6October - November
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in the reporting period, which is higher by 0.4 percentage points
than in the third quarter of 2013.

Unit labor costs in industry in the fourth quarter of 2013 recorded
an annual rate of minus 5.5 percent, which is less compared to the
third quarter of 2013 (Chart 3.25). The annual growth rate of unit
costs in manufacturing and the extractive industry was negative
for the fourth consecutive quarter. Thus, these developments can

Chart 3.25: Unit labor costs in industry (%,
versus the same period of the previous year)
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be explained by the fact that the growth rate of output growth was
higher than that of the wage bill.

3.3 External sector

In the third quarter of 2013, the current account deficit of the
balance of payments has improved compared to the second quarter
of 2013, accounting for 1.3 percent as a share of GDP, by 8.1
percentage points lower than in the previous quarter7 (Chart 3.26).
The reduction of the balance of payments deficit was due to a
significant decrease of the negative trade balance as a ratio to GDP,
while the components with positive contributions - transfers and
individuals’ income, and other transfers and income - recorded
noticeable increases.

Chart 3.26: Current account share in GDP (%)
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The trade balance deficit in the third quarter of 2013 decreased as
a share of GDP by 3.7 percentage points from the second quarter
of 2013, representing 35.4 percent. This was due, on the one hand,
to the decrease of the share of imports to GDP by 3.4 percentage
points and, on the other hand, due to the increase of the share of
exports to GDP by 0.3 percentage points.

Exports of goods and services accounted for 41.5 percent as a
share of GDP, growing by 0.3 percentage points compared with
the second quarter of 2013. The agri-food exports to GDP ratio
increased by 1.3 percentage points in the reporting period,
accounting for 12.0 percent. However, exports were negatively

Chart 3.27: Share of exports and imports in
GDP (%)
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affected by the share of non-food products and services, which
decreased by 0.8 and 0.2 percentage points from the second
quarter of 2013, representing 17.3 percent and 12.1 percent of
GDP, respectively. Similar to previous periods, the non-food
products (41.7 percent) held the largest share within the exports
structure, followed by services (29.3 percent), and agri-food
products (29.0 percent) (Chart 3.27).

7For the analysis of the current account, the standard terminology according
to IMF has not been used. The category Total transfers of individuals includes the
compensation for work and remittances (current account items), the remaining
items, except those included in the Trade Balance, grouped in the category
Other transfers and other income.
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During the reporting period, the share of imports of goods and
services in GDP has declined compared to the second quarter of
2013 by 3.4 percentage points, totaling 76.9 percent. It should be
mentioned that all components of imports’ shares to GDP recorded
lower values compared to the second quarter of 2013. Food and
non-food products recorded the most pronounced drop - by 1.3
and 1.1 percentage points, respectively. As a share of GDP, non-
food products accounted for 43.9 percent and food products -
8.8 percent. The share of services and energy resources in GDP
decreased by 0.5 percentage points each, down to the level of 12.0
and 12.1 percent, respectively. Structurally, the share of imports
consisted of non-food products (57.1 percent), energy and services
(15.7 percent), and agri-food products (11.5 percent).

It should be mentioned that in the third quarter of 2013, the
coverage of exports by imports increased up to 54.0 percent from
51.3 percent in the second quarter of 2013.

According to the NBS, in the third quarter of 2013, trading
partners, such as Romania, Russian Federation, Ukraine, Germany,
Italy, Turkey and Belarus have held a share of 70.9 percent of all
business transactions conducted in export-import of goods and
services.

Dynamics of transfers and income of individuals who work abroad
have evolved upwardly in the third quarter of 2013, increasing by
1.6 percentage points during the analyzed period, reaching the
share of 22.4 percent of GDP (Chart 3.28). This upward evolution

Chart 3.28: Share of transfers in GDP (%)
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of transfers was determined by increased transfers from CIS
countries and from those classified as the Rest of the world. Thus,
in the third quarter of 2013, the share of funds transferred from
the CIS countries in GDP was 14.8 percent or by 0.8 percentage
points more compared to the second quarter of 2013, while the
funds transferred from countries classified as the Rest of the

Chart 3.29: Share in GDP of the movement of
financial flows (%)
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world8 held a share of 7.6 percent in GDP or by 0.8 percentage
points more than in the second quarter of 2013.

According to geographical distribution, transfers from the CIS
countries accounted to 67.7 percent, while the transfers from
the countries classified as the Rest of the world represented 32.3
percent.

In the third quarter of 2013, the share of cash flow in GDP was
1.3 percent, much lower than in the second quarter of 2013 (by
8.1 percentage points). This situation was due to the increase in
official reserve assets (Chart 3.29).

In the third quarter of 2013, direct investment’s share in GDP
decreased by 1.1 percentage points compared to the second quarter

8It refers to transfers received from all countries, except the CIS member
countries
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of 2013, representing 2.0 percent. Direct investment flows were
mainly oriented towards share capital of companies, representing
1.7 percent in GDP (by 0.6 percentage points more compared to
the second quarter of 2013), and other capital, representing 0.7
percent in GDP (Chart 3.30). Reinvested income had a modest
share of GDP (0.5 percent), but still negative. This was due both

Chart 3.30: Share of direct investment in GDP
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to losses recorded by some economic agents in other sectors, as
well as dividend payments that exceeded the profit in that period
by other economic agents.

During July – September 2013, the share of “other investments”
component in total financial flows increased compared to the
second quarter of 2013 (by 1.8 percentage points), holding the
most significant share in total financial flows. Net credits held
the largest share in the component “other investments”, their
volume increased by 6.2 percentage points compared to the second
quarter of 2013, due to the volume of credits reimbursed by foreign
economic agents to resident economic partners and due to the new
credits granted to banking sector and local enterprises. The share
of net trade credits decreased by 2.8 percentage points compared
to the second quarter of 2013, due to the lower volume of net
payments made by foreign partners for trade credits previously
granted by resident economic agents and due to the repayments
made for previously granted trade credits to residents by foreign
partners. The subcomponent “foreign currency and net deposits”
had a negative share in GDP (minus 2.1 percent), due to the
withdrawal of deposits by non-residents from the local licensed
banks, as well as due to the net increase in deposits in foreign
banks.

Chart 3.31: Share of external debt in GDP (%)
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In most institutional sectors (excluding banks and intra-group
loans), the share of external debt to GDP decreased at the end of
the third quarter of 2013 compared to the second quarter of 2013
(Chart 3.31).

During the analyzed period, the share of external debt of the
Republic of Moldova in GDP was 71.0 percent, by 2.5 percentage
points lower than in the second quarter of 2013. The economic
agents held the largest share of 44.4 percent in total external debt,
followed by government sector with a share of 20.5 percent and
direct investment with 17.5 percent.
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Chapter 4

Monetary Policy

4.1 Monetary Policy Instruments

Interest rate policy

During the fourth quarter of 2013, the NBM adopted three
decisions of monetary policy, deciding to maintain the base rate at
the level of 3.50 percent annually. The main rationale of these
decisions was the consolidation of the disinflation trend in the
Republic of Moldova.

Chart 4.1: Average monthly reference rate in
the interbank market and the base rate of the
NBM (%)
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Chart 4.2: Monthly evolution of interest rate
corridor (%)
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The CHIBOR/CHIBID interest rates remained generally stable
throughout the quarter, registering sporadically slight changes in
both directions. As a result of these developments, the CHIBOR
2W interest rate recorded at the end of the fourth quarter of 2013
was higher by 0.47 percentage points than that recorded on the
last day of the third quarter, representing 6.43 percent.

The monthly average interest rate of state securities (SS) of 91 days
continued in the first part of the fourth quarter of 2013 the upward
trend initiated in the previous period, but returned to a downward
trend in the last decade of November, reflecting the sensitive
growth of demand for such placements. The value recorded in
the last month of the quarter was 5.59 percent. The monthly
average market interest rate on the interbank credits/deposits
market exceeded in October the upper limit of the interest rate
corridor and maintained at this position until the end of the quarter,
recording the level of 8.07 percent at the end of the reporting
period.
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Open market operations

NBM Certificates-selling operations

During the fourth quarter of 2013, the excess liquidity in the
banking system was drained exclusively by the NBM certificates-
selling operations with a maturity of 14 days.

The NBM carried out 27 auctions with the announcement of the
maximum interest rate equivalent to the NBM base rate. The
participants’ bids were fully awarded.

Following that the interest rates asked in the bids were equal to
the maximum rate announced at the auctions, the NBC were sold
at an interest rate equivalent to the NBM base rate, which was
3.50 percent throughout the quarter.

The balance of NBC at the end of the reference quarter and their
monthly average represented MDL 2601.1 million and MDL 2923.0
million respectively, recording a lower level by MDL 972.6 million
and MDL 529.8 million respectively, compared to the third quarter
of 2013.

State securities Repo-buying operations

According to the schedule published on the official website, the
NBM announced weekly state securities Repo-buying operations
with a 28 days term and with the fixed rate (the base rate plus a
margin of 0.25 percentage points). Requests from banks have not
been recorded.

Lending activity

As of December 31, 2013 the credit indebtedness of the licensed
banks to the National Bank of Moldova constituted MDL 194.4
million, being represented by the loans granted to banks for the
protection of the integrity of the banking system – MDL 186.3
million and for the cooperative societies for housing construction –
MDL 8.1 million.

In the fourth quarter of 2013, the amount of reimbursed loans
constituted MDL 24.0 million, including loans granted to banks for
the protection of the integrity of the banking system – MDL 23.3
million and loans granted for the cooperative societies for housing
construction – MDL 0.7 million.
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Compared with the end of the third quarter, the balance of loans
granted to banks decreased by 11.0 percent, from MDL 218.4
million to MDL 194.4 million.

Standing facilities

The operating regime of standing facilities (overnight deposits
and credits) of the NBM allowed banks to manage efficiently their
liquidity and offered to the NBM more flexibility in implementing
the monetary policy.

Similar to the previous quarter of 2013, banks resorted daily to
overnight deposit facility in the fourth quarter of 2013. Most
banks made overnight placements mostly at the end of the
required reserves maintenance period. The total amount of
overnight deposits with the NBM amounted to MDL 12421.0
million, representing a daily average of MDL 177.6 million, lower
than in the previous quarter by about 19.5 percent.

The overnight credit facility was required only in the last month
of the quarter, only by the two banks, which failed to adapt fully
their management of liquidity to the characteristics specific for the
required reserves maintenance periods.

The amount of overnight loans granted by the NBM in December
2013 was MDL 1192.5 million, which indicates a daily average
balance of MDL 58.5 million. Given the increased liquidity in the
banking system in the fourth quarter 2013, the concomitant use
of both the deposit facility, as well as the overnight credit facility,
shows the distrust of banks with excess liquidity in banks facing a
liquidity shortage.

The interest rate on the deposit facility during the reporting quarter
remained at the level of 0.5 percent annually, while that on the
overnight lending facility remained at the level of 6.5 percent
annually.

Required reserves

In the fourth quarter of 2013, along with open market operations,
the required reserves mechanism continued to exercise the
monetary control and the liquidity management function in the
banking system.

The characteristics of the required reserves regime were
maintained unchanged throughout the quarter.

Required reserves in MDL related to the attracted means tracking
period of November 8 – December 7, 2013 maintained by banks
during December 8, 2013 – January 7, 2014 constituted MDL
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3650.1 million, increasing by 6.8 percent compared to the tracking
period of August 8 – September 7, 2013 maintained by banks
during September 8, 2013 – October 7, 2013.

Required reserves in FCC held by banks with the NBM constituted
USD 71.4 million and EUR 98.1 million as of December 31, 2013.
Compared to the end of the previous quarter, the required reserves
in FCC evolved slightly, required reserves in USD increasing by 0.3
percent, while those in EUR declining by 0.9 percent.

During the reporting period, both required reserves in MDL and
FCC have noted a similar evolution to the attracted means in the
respective currencies.

Interbank monetary market

In the fourth quarter of 2013, the total volume of transactions
carried out on the interbank market accounted for MDL 16401.1
million, by 21.6 percent more compared to the previous quarter.
The interbank credits/deposits held the largest share in total
transactions – 99.97 percent.

Interbank market for loans/deposits

The volume of interbank loans/deposits constituted MDL 16395.9
million in the fourth quarter of 2013, increasing by 21.7 percent
compared to the previous quarter.

The successive increase in the volume of transactions in the last
quarter of 2013 took place amid an augmented demand for short-
term liquidity faced by some licensed banks, which borrowed
funds from the market mainly with the overnight maturity at
unreasonably high rates, which led to the increase in the average
rate of interest on the interbank market.

In these circumstances, during the reference quarter, the average
monthly interest rates on interbank loans / deposits maintained
the growth trend, exceeding the upper limit of the corridor of the
NBM monetary policy rates. The quarterly average interest rate
amounted to 7.45 percent annually, increasing by 1.14 percentage
points compared to the third quarter of 2013.

The average term of transactions in the fourth quarter of 2013 was
6 days, remaining at the previous period’s level.

Secondary market of state securities

The quarterly turnover of the secondary market of state securities
recorded a volume of MDL 5.2 million, decreasing by MDL 3.8
million compared to the third quarter of 2013, carrying out both
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bank-bank transactions and bank-client transactions (46.2 percent
of total transactions).

The average quarterly return for the sale and purchase
transactions in the secondary market of state securities increased
by 2.2 percentage points from the previous quarter and stood at
the level of 6.46 percent due to a rise in the weighted average
term to maturity from 142 days to 181 days.

Interventions on the domestic foreign exchange market

In the fourth quarter of 2013, the NBM domestic foreign exchange
market interventions were sporadic and were performed mainly in
order to mitigate the excessive fluctuations of the official foreign
exchange rate during the month of October 2013.

The volume of NBM transactions carried out during the analyzed
period on the interbank foreign exchange market against MDL was
USD 15.17 million, including purchase transactions amounting
to USD 11.03 million and selling transactions amounting to USD
3.7 million, as well as currency conversions with the World Bank
institutions in the amount of USD 0.44 million.

Chart 4.3: Monetary aggregates development
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Chart 4.4: Dynamics of monetary aggregate
M3 (%, components contribution to the annual
growth)
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It should be mentioned that during the reporting period, the NBM
carried out swap selling operations in the amount of USD 10.0
million.

4.2 Dynamics of monetary indicators

Since the beginning of 2013, the monetary indicators have
enhanced their growth. Thus, in the fourth quarter of 2013, the
growth rate of monetary aggregates remained high, the quarterly
average in annual terms of M2 constituted 29.3 percent (by 3.6
percentage points higher than the growth recorded in the third
quarter of 2013) and 26.2 percent for M3 (by 4.4 percentage
points more than in the third quarter of 2013) (Chart 4.3).

Money supply

The analysis of monetary aggregates in the medium term indicates
that inflationary pressures associated with money supply are
increasing, mainly because of the rise in the money in circulation.
During the fourth quarter of 2013, broad money supply (M3)
recorded an average annual growth of 26.2 percent, which is the
highest level since the fourth quarter of 2008.
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Deposits in national currency had the major contribution to that
increase, on average by 44.3 percent, followed by the contribution
of money in circulation by 34.1 percent and deposits in foreign
currency by 21.6 percent. Thus, out of the average increase of
26.2 percent in the fourth quarter of 2013 - 11.6 percentage
points are the result of the balance of deposits in MDL increase,
9.0 percentage points represent the effect of the increase in the
quantity of money in circulation, and 5.7 percentage points
represent the balance of deposits in foreign currency increase
(Chart 4.4).

The structure of broad money supply M3 has recorded changes as
compared to the third quarter of 2013, due to the increase in the

Chart 4.5: Dynamics of deposits (%, annual
growth)
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share of money in circulation on average by 1.4 percentage points,
the share of deposits in national currency and foreign currency
decreasing by 0.2 and 0.1 percentage points, respectively.

Chart 4.6: Quarterly evolution of new granted
loans (%, annual growth)
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Chart 4.7: Quarterly evolution of new loans
granted in MDL (%, annual growth in real
terms)
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The evolution of total deposits’ balance in the fourth quarter of
2013 was characterized by an increase of 3.3 percentage points
compared to the third quarter of 2013, reaching the level of 24.3
percent at the end of December 2013, which is the maximum
growth rate recorded throughout the quarter and in the last five
years (Chart 4.5).

Credit market

In the fourth quarter of 2013, the annual growth rate of lending
was 45.6 percent, by 41.4 percentage points more compared to the
third quarter of 2013, which represents the highest rate in the last
three years. The volume of new loans amounted to MDL 10155.8
million, as a result of the increase in loans in national currency by
63.8 percent and loans in foreign currency by 11.8 percent (Chart
4.6).

The loans granted in the national currency accounted for MDL
7428.0 million, out of which 84.5 percent were granted to legal
entities, which benefited from a loan volume higher by 73.4
percent compared with the fourth quarter of 2012. The loans
granted in MDL to individuals increased by 25.8 percent, therefore
having a modest contribution of only 5.2 percentage points to
overall growth of 63.8 percent.

Loans granted in foreign currency amounted to MDL 2727.9
million, reflecting in annual terms an increase of 11.8 percent
compared to the fourth quarter of 2012. The return of growth
rate of new loans in foreign currency on a positive territory was
entirely due to loans granted to legal entities, which held 98.8
percent of the total loans, while the loans in foreign currency to
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individuals declined by 2.2 times compared to the fourth quarter
of 2012.

In real terms, in the fourth quarter of 2013, the annual growth
rate of new loans in national currency increased from 22.3 percent
to 56.1 percent, which is the highest level in the last three and a
half years (Chart 4.7).

Credit portfolio

In the fourth quarter of 2013, the average annual balance of loans
in the banking sector accounted for 18.1 percent, by 1.5 percentage
points higher than in the third quarter of 2013. The annual rate
increase was mostly due to the annual growth of loans in national
currency (23.8 percent annually), holding a share of 58.5 percent
of the total balance of loans. The balance of credits in foreign
currency has increased by 11.0 percent annually, with a share of
41.5 percent of the total portfolio.

Within the structure of economic sectors, the loans in national
currency granted to trade (49.0 percent) recorded the largest
increase in the fourth quarter of 2013 compared to the fourth
quarter of 2012, followed by those granted to transport,
telecommunications and network development (34.0 percent) and
agriculture (29.3 percent). As regarding loans in foreign currency,
those granted to food industry (19.3 percent) recorded the largest
increase, followed by those granted to trade and productive
industry (12.3 percent each).

Deposit market

Dynamics of new deposits was also negative in the fourth quarter
of 2013, slightly more pronounced compared to the third quarter
of 2013, the decrease of placements in annual terms constituting
4.2 percent, being attracted the amount of MDL 8717.4 million
(Chart 4.8). The decrease in deposits was more pronounced due
to the component in foreign currency, the impact of the negative

Chart 4.8: Quarterly evolution of new attracted
deposits (%, annual growth)
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contribution was 5.5 percentage points of the overall decline, while
the increase in deposits in national currency contributed positively
by 1.3 percentage points to this dynamics.

In the fourth quarter of 2013, deposits in MDL increased by 2.3
percent from the fourth quarter of 2012, totaling MDL 5330.7
million as a result of increased placements of legal entities by 2.5
percent, the placements of individuals increasing by 2.1 percent.

Deposits attracted in foreign currency decreased by 12.9 percent
compared to the same period of 2012, totaling MDL 3386.7
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million. Deposits in foreign currency were made up of deposits of
individuals (78.7 percent) and those of legal entities (21.3
percent). In the fourth quarter of 2013, the lower level of deposits
in foreign currency, compared to the fourth quarter of 2012, was
conditioned by the decrease in placements of economic agents by
31.8 percent, on the background of a modest decline of deposits
of individuals by 5.9 percent annually.

In real terms, the decline in the annual growth rate of new deposits
placed in the national currency was less pronounced, by 1.1
percentage points in the fourth quarter of 2013, reaching the
level of 2.6 percent and remaining for seven consecutive quarters
on negative territory (Chart 4.9).

Chart 4.9: Quarterly evolution of new attracted
deposits in MDL (%, annual growth in real
terms)
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Deposit portfolio

Deposit portfolio in the banking sector increased by 20.8 percent
in the fourth quarter of 2013, by 1.5 percentage points lower
than in the third quarter of 2013. The decrease in the annual
growth rate was mostly due to deposits in national currency, which
decreased by 2.0 percentage points, down to the level of 24.6
percent annually. The balance of deposits in foreign currency
recorded a lower growth rate by 0.9 percentage points (16.1
percent annually).

Deposits of individuals contributed mainly to the change in the
balance of deposits in national currency during the fourth quarter
of 2013 (24.6 percent annually), totaling 21.0 percentage points,
while the deposits of legal entities contributed positively by 3.6
percentage points. The component in foreign currency recorded a
trend similar to the component in national currency, individuals
contributing by 13.8 percentage points to the increase of 16.1
percent annually, while legal entities contributed by 2.3 percentage
points.

Interest rates and monetary policy transmission
mechanism

In the fourth quarter of 2013, within three meetings on monetary
policy, the members of the Council of Administration of the NBM
have reviewed the updated balance of risks for future inflation
prospects in the short and medium term. Thus, there have been

Chart 4.10: Average interest rates in MDL (%)
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taken three decisions to keep the base rate at the level of 3.5
percent annually, a level set within the meeting of April 25, 2013.
During the reporting period, the NBM promoted a stimulating
monetary policy and its efforts were oriented towards combating
disinflationary pressures and achieving the objective of keeping
inflation within the range of ± 1.5 percentage points from the 5.0
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percent target. In the fourth quarter of 2013, the average annual
inflation was 4.9 percent.

Similarly to the previous periods, the NBM continued to firmly
manage the excess liquidity in the fourth quarter of 2013, by the
use of mixed instruments of intervention in the money and foreign
exchange markets through the sale of certificates of the NBM and
by purchasing/selling of foreign currency (October 2013).

Chart 4.11: Dynamics of the share of new
deposits attracted in MDL from individuals (%)
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Chart 4.12: Evolution of banking margin (p.p.)
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The average interest rate on new loans in national currency
increased towards the end of the fourth quarter of 2013,
recording a level of 12.51 percent in December 2013 or by 0.72
percentage points more than at the end of the third quarter of
2013, when the rate was 11.79 percent (Chart 4.10). Tighter
financing conditions in national currency were dictated by
stronger demand for loans from legal entities, being recorded
growth rates throughout the quarter, registering values above the
ones recorded at the end of the third quarter of 2013 by 1.17
percentage points. The average interest rate on new loans granted
to individuals recorded a reverse trend. Thus, the average interest
rate on new loans in national currency has decreased by 0.74
percentage points in October - December 2013, down to the level
of 12.54 percent. The average interest rate on new loans in
foreign currency has increased by 1.84 percentage points,
recording the level of 8.91 percent in December 2013.

During October – December 2013, the average interest rate on
new deposits placed in national currency decreased significantly
by 0.80 percentage points from 6.62 percent in September 2013
down to 5.82 percent in December 2013. This change in the
interest rate determined the decrease in rates by 0.63 percentage
points, down to 3.21 percent for deposits of legal entities and
by 0.12 percentage points, down to 7.71 percent for deposits of
individuals. It should be mentioned that, the deposits in national
currency of individuals recorded a historical minimum level of
7.69 percent annually in November 2013. In the fourth quarter
of 2013, the contribution of individuals to the formation of new
deposits in MDL decreased to 63.5 percent, or by 3.9 percentage
points lower compared to the third quarter of 2013 (Chart 4.11).

In foreign currency, the average interest rate on new attracted
deposits recorded the level of 4.51 percent in December 2013.
Both segments of clients registered values around this level, legal
entities - 4.50 percent and individuals - 4.51 percent. As compared
to the third quarter of 2013, the interest rate of deposits of legal
entities increased by 1.04 percentage points, while the deposits of
individuals remained almost at the same level.

The banking margin (the difference between the average interest
rates on loans and deposits) related to the operations in national
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currency increased to 6.02 percentage points in the fourth quarter
of 2013 or by 1.04 percentage points more than in the third quarter
of 2013, when it recorded the level of 4.98 percentage points
(Chart 4.12).

Chart 4.13: Average interest rates of loans and
deposits portfolios (%)
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Chart 4.14: Fluctuations of official exchange
rate of MDL
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Chart 4.15: Dynamics of nominal exchange
rate (NEER) and real effective exchange rate
(REER) of MDL calculated based on the main
trade partners weights (Dec.2000-100%)
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This increase was the result of a more pronounced increase in
the average interest rate on new loans compared to the decrease
of average rate of interest on deposits attracted in the period of
October to December 2013.

The banking margin on foreign exchange operations recorded a
similar trend as those in national currency and reached the level
of 3.98 percentage points, increasing by 1.16 percentage points in
the fourth quarter of 2013 compared to the third quarter of 2013,
when the level accounted for 2.82 percentage points. The increase
of the margin was a result of increased average interest rate on
new loans, while the average interest rate of deposits in foreign
currency decreased.

Average interest rate of loan and deposit portfolios

Average interest rate of both loan and deposit portfolios recorded
the same decreasing trends over the past 12 months in both
currency segments. The balance of loans and deposits in national
currency recorded the most significant decreases in interest rates,
by 1.3 percentage points each, down to the level of 11.52 percent
and 8.31 percent, respectively, as of December 2013. The average
interest rate on loan portfolio in foreign currency has decreased by
0.4 percentage points, down to the level of 7.75 percent annually.
At the same time, the average interest rate applied to deposits
in foreign currency was stable and practically did not diminish
over the last 12 months, representing 4.72 percent annually as of
December 2013 (Chart 4.13).

Foreign exchange market (the nominal exchange rate
and real effective rate)

During the fourth quarter of 2013, the official nominal exchange
rate of the national currency against the U.S. dollar depreciated
by 0.8 percent, while against the European single currency by
2.7 percent compared to the end of the third quarter of 2013
(Chart 4.14).

The average official nominal exchange rate of the national
currency against the U.S. dollar recorded the same tendency
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in the fourth quarter of 2013, depreciating by 1.9 percent, while
against the European single currency by 4.7 percent compared to
the average official nominal exchange rate of the national currency
recorded during the previous quarter.

At the same time, thereal exchange rate of the national currency
(REER)9 recorded a slight depreciation, which is calculated based
on the weight of major trading partners and the average exchange
rates (by 0.2 percent compared to September 2013) (Chart 4.15).

Chart 4.16: Contribution of main trade partners
of the Republic of Moldova to the modification
of the real effective exchange rate in the QIV,
2013
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Romania held the largest contribution to the depreciation of the
real exchange rate of the national currency (by 0.3 percentage
points), whose currency depreciated both against the Moldovan
Leu and the U.S. dollar (Chart 4.16).

During the fourth quarter of 2013, the development of the
exchange rate of the national currency was divided into two
periods: a period of appreciation, when the net supply of foreign
currency from individuals exceeded excessively the demand for
foreign currency from legal entities, and a period of depreciation,
when the demand for foreign currency from legal entities
exceeded the supply of foreign currency from individuals. At the
same time, the development of foreign currencies in foreign
markets, especially of EUR, was another factor influencing the
trend of the exchange rate of MDL.

Chart 4.17: Foreign exchange structure of
net supply of foreign currency (currencies
recalculated in USD at a constant exchange
rate)
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In the fourth quarter of 2013, the dynamics of liquidity in foreign
currency on the domestic foreign exchange market was
determined by the seasonal fluctuations specific to this period,
characterized, for the most part, by a lower supply of foreign
currency from individuals and a greater demand for foreign
currency from economic agents, induced by increased payments
for imports, including energy resources specific to this period
(Chart 4.17).

At the same time, in the fourth quarter of 2013, both the net
supply10 of foreign currency from individuals and the demand11

for foreign currency from economic agents have increased by 5.2
percent and 4.1 percent, respectively, compared to the same period
of 2012. Thus, the supply met the demand in the proportion of
104.4 percent compared to 103.4 percent in the fourth quarter of
2012.

Chart 4.18: Growth rate of net supply of foreign
currency from individuals, by currencies,
compared to the same period of the previous
year
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As regarding the currency structure of the supply, there is a gradual
increase of RUB12, so that by the end of 2013 it held the largest

9calculated as compared to December 2000
10which accounted for USD 689.7 million
11which accounted for USD 660.3 million
12recalculated to the constant exchange rate of 31.12.2013
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share (39.3 percent). At the same time, the growth rate of supply
in RUB recorded a slowdown trend (Chart 4.18).

As regarding the monthly development of the official exchange
rate of the MDL against the USD during October - December 2013,
during the month of October 2013, the average exchange rate
depreciated by 1.3 percent, while the exchange rate at the end of
the month appreciated by 1.0 percent compared to the respective
indicators recorded in the previous month.

In October 2013, the exchange rate evolved upwardly13 in the
first half of the month up to a maximum rate for the last four
years14, reversing later its trajectory towards a sharp appreciation
by the end of the month by 2.6 percent15, on the background of a
net supply of foreign currency from individuals, which exceeded
by 29.8 percent the demand for foreign currency from economic
agents.

In this context, the net supply of foreign currency from individuals
totaled USD 280.4 million in October 2013, decreasing by 4.5
percent compared to September 2013, while the net sales of
foreign currency to legal entities was USD 216.0 million,
decreasing by 8.9 percent.

In November 2013, the average exchange rate of MDL against
USD appreciated by 0.6 percent compared to October 2013, given
a net flow of loans and investments in the amount of USD 44.0
million. At the same time, the exchange rate of MDL recorded at

Chart 4.19: Coverage rate of net sales by the
net supply and the dynamics of the official
exchange rate of MDL
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the end of the month depreciated against the USD by 2.4 percent.
This depreciation occurred as a result of the reduction to 96.2
percent of the coverage degree of foreign currency demand from
the economic agents by the net foreign currency supply from
individuals compared to the 129.8 percent recorded in October. In
this context, in November 2013, the net supply of foreign currency
from individuals totaled USD 190.4 percent, reducing by 32.1
percent compared to the previous month, while the net sales of
foreign currency to legal entities decreased, but to a lesser extent -
by 8.4 percent, totaling USD 197.9 million.

During December 2013, the exchange rate of the national
currency as at the end of the month appreciated slightly - by 0.5
percent against the U.S. dollar, while the average exchange rate
depreciated by 0.6 percent compared to the previous month. The
depreciation was registered on the background of a continuing
reduction of the coverage of net sales of foreign currency to legal

13Following the massive interventions of the NBM as to absorb the foreign
exchange excess from the domestic foreign exchange market in the previous
quarter

14Totaling MDL 13.1581 per USD 1 during 11.10.13-14.10.13
15Compared to the maximum level of MDL 13.1581 per USD 1
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entities by the net supply of foreign currency from individuals
down to 88.8 percent (Chart 4.19).

Thus, in December 2013, the net supply of foreign currency from
individuals increased by 15.0 percent, up to the level of USD 218.9
million, while net sales of foreign currency to legal entities have
increased significantly - by 24.5 percent, up to USD 246.4 million.

At the end of the fourth quarter of 2013, the official reserve
assets amounted to USD 2820.6 million, increasing by 3.6 percent
compared to end of the previous quarter, covering about 4.716

months of imports (Chart 4.20). The increase in official reserve

Chart 4.20: Evolution of foreign exchange
reserves expressed in months of goods and
services imports
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assets was mainly due to the receipt by the Ministry of Finance
of grants from the European Commission as support for reforms
in the justice sector (EUR 15.0 million or the equivalent of USD
20.29 million), energy sector (EUR 11.6 million or the equivalent
of USD 15.8 million), economic stimulation in rural areas (EUR
13.0 million or the equivalent of USD 17.64 million). At the same
time, the World Bank granted a loan to the Ministry of Finance
for the Moldova Emergency Agriculture Support Project (USD
6.38 million), and a loan for the support of education (USD 3.92
million).

16calculated on the basis of forecasts relating to the import of goods and
services for 2014



46 Inflation Report (BNM, no. 1, February 2014)

Chapter 5

Medium-term inflation
forecasting

Chart 5.1: Annual rate of GDP in the euro area
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Chart 5.2: Annual rate of CPI in the euro area
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Chart 5.3: Annual rate of GDP in Russian
Federation
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5.1 External assumptions of the forecast

The world economy has strengthened in the second half of 2013
and could strengthen further in 2014, mainly due to the growth in
advanced economies. However, global economic growth is still
slow and remains below its potential, highlighting the problems of
sovereign debt, high unemployment rates and the increasing
deflation risk. Most emerging economies have entered the
slowdown stage of the economic cycle, which will significantly
influence global demand and international prices of raw materials.
Risks arising from financial market turbulence and volatility of
capital flows are still persistent, and the subsequent reactions of
the monetary policy decisions of the major global players show
strong uncertainties.

In the context of the above, the IMF17 forecasts for 2014 that
the world economy will grow by 3.7 percent and in 2015 by 3.9
percent. At the same time, advanced economies will grow slowly
and dispersed, reaching an average growth of 2.2 percent in 2014
and 2.3 percent in 2015. Moderate growth in emerging economies
will be at an average level of 5.1 percent in 2014, with a slight
acceleration in 2015 - about 5.4 percent. For comparison, the IMF
estimates that in 2013 the world economy grew on average by
3.0 percent, advanced economies by 1.3 percent and emerging
economies by 4.7 percent.

Improving data on European economies led financial markets
to hope that the euro area economy will recover faster. The
reduction in the base rate in November from 0.5 to 0.25 percent
will determine the increase in lending and will lead to a more
rapid recovery of the economic activity. According to the current
round of forecasting, the GDP in the euro area is expected in 2014
to grow on average by 1.0 percent and in 2015 by 1.4 percent,

17World Economic Outlook, January 2014
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which, compared with the Inflation Report no.4, 2013, means an
increase of 0.1 and 0.4 percentage points respectively (Chart 5.1).

Consumer prices in the euro area in the fourth quarter of 2013 fell
significantly amid lower prices for food and energy, determining
the inflation to come out of the European Central Bank’s target
range. Thus, for 2014, the forecast of average inflation was
reduced from 1.4 to 1.1 percent. At the same time, passing the
significant economic growth in the euro area from 2014 to 2015
and, respectively, the domestic demand led to increased forecasted
level of average annual inflation for 2015 from 1.2 to 1.4 percent
(Chart 5.2).

Chart 5.4: Annual rate of CPI in Russian
Federation
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Chart 5.5: Exchange rate of USD/EUR
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Chart 5.6: Exchange rate of RUB/USD
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In recent months, the Ministry of Economic Development of the
Russian Federation gradually diminished the growth forecasts of
Russian economy in the coming years, but also in the long term.
The steady deterioration of macroeconomic indicators in recent
months from the production sector, but also the need to reform
the economy in order to increase competitiveness in international
markets contributed to the gradual diminution of growth forecasts
for the Russian economy. According to the current round of
forecasting, the GDP of Russian Federation is expected to increase
in 2014 by 1.5 percent and in 2015 by 1.7 percent. Compared to
the round of forecasting published in the Inflation Report no.4,
2013 these forecasts were reduced by 1.1 and 0.4 percentage
points respectively (Chart 5.3).

The anticipation of the reduction of inflationary pressures in the
Russian Federation did not prove out, so the current round of
forecasting indicates an average inflation level for 2014 of 5.9
percent, by 0.2 percentage points more than estimated in the
previous round of forecasting. Although the Russian economy
is in decline, prices remain high due to increased demand for
services and robust consumption stimulated by significant lending
to population in recent years. At the same time, the estimated
average annual inflation of Russian Federation for 2015 of 5.2
percent remained unchanged during the two rounds of forecasting
(Chart 5.4).

As in the two previous rounds of forecasting, it is estimated that
over the next eight quarters, the USD/EUR parity will decrease.
This development will be determined primarily by the monetary
policy promoted by the Federal Reserve System (Fed) and the
European Central Bank (ECB). Thus, it is expected that Fed will
further reduce the volume of assets acquired on the backdrop of
improving macroeconomic statistics, contributing to the
appreciation of the U.S. dollar. The depreciation of the European
single currency will be generated by the fragility of the euro area
economy recovery compared to the advancing U.S. economy, but
also by the stimulating monetary policy of the ECB. The forecast of
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USD/EUR parity for 2014 remains 1.34 and for 2015 is expected
for it to record an average annual value of 1.28 (Chart 5.5).

Another hypothesis of the current round of forecasting is the
further depreciation of the Russian ruble against the backdrop
of stagnating Russian economy, capital outflows and falling oil
prices on international markets. Thus, for the years 2014 and
2015 it is anticipated that the average annual exchange rate of
RUB/USD will be 34.4 and 34.7 respectively, which means an
increase of 4.9 and 4.8 percent, respectively, compared with the
previous round of forecasting (Chart 5.6).

Chart 5.7: Urals brand oil prices
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Chart 5.8: Natural gas price
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Chart 5.9: The annual rate of global food price
index
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In the current round of forecasting, the assumption of international
oil price reduction is maintained but to a greater extent than in the
previous round of forecasting. Thus, for 2014 it is anticipated that
the average price of oil will be USD 103.7 per barrel, by 2.4 percent
less than the anticipation of the previous round of forecasting and
by 3.8 percent less than in 2013. In 2015, the average annual oil
price is expected to be USD 99.0 per barrel.

Downward pressures on oil prices will be ensured by increasing oil
supply as a result of the partial lifting of sanctions against Iran, but
also the maintenance of demand for oil resources at a low level
due to the fragile recovery in advanced economies and negative
developments of emerging economies (Chart 5.7).

Given the diminishing oil price forecast and the extend of the
contract for natural gas import from the Russian Federation, it is
estimated that the average annual price of natural gas imported in
the Republic of Moldova will be USD 367.4 per 1000 m3 in 2014,
which means a reduction of 2.3 percent compared to the forecast
published in the Inflation Report no.4, 2013 and a reduction of 3.2
percent compared with 2013. The annual average import price of
natural gas is expected for 2015 to record the level of USD 350.4
per 1000 m3 (Chart 5.8).

International food prices will follow a downward trend, but within
the limits of strong volatility caused by seasonal effects. Thus,
international food prices are estimated to decrease in 2014 by
3.6 percent and in 2015 by 2.5 percent respectively compared
to the previous year. In comparison with the previous round of
forecasting, the reduction in question is significantly lower due
to downgraded forecasts for this year harvest in the southern
hemisphere and due to unusual meteorological conditions in the
northern hemisphere, which could have severe consequences on
future harvest (Chart 5.9).
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5.2 Medium term forecast

Aggregate demand

According to the current round of forecasting, the output gap is
expected to be negative for the entire forecasting horizon. Thus,
according to the scenario, the output gap will change the shape of
the curve as from the first quarter of the current year, decreasing
until the third quarter of 2014. In the second half of the forecasting
horizon, the aggregate demand will record values close to its
potential level. An economic activity below its potential level in
the long term will cause disinflationary pressures.

Chart 5.10: GDP deviation forecast (%)
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Maintaining a positive output gap for the fourth quarter of 2013 is
due to the high projected growth of the economic activity for the
respective quarter. The latter would be possible due to persistent
increases in the first three quarters of 2013. According to the NBS,
the actual data of real GDP growth in the quarters I, II and III of
2013 were 3.5 percent, 6.1 percent and 12.9 percent respectively.
Strong growth during 2013 was primarily due to good agricultural
production as a result of favorable weather conditions, as well as
due to the low level of the sector in 2012.

The output gap reorientation as of the first quarter of this year to
negative values became possible mainly due to the decrease in
consumption funding sources growth. The main negative
contribution is assumed to be the reduction in remittances given
the reduced growth of economic activity in major source –
countries. Anticipating historical average levels of harvest,
agriculture will decrease in annual terms. Although it will be
insignificant, the contribution to overall economic growth will be
negative.

The return of the output gap in the second half of the forecasting
horizon closer to zero level will be possible, including as a result
of a stimulating monetary policy. The incentive impact of real
monetary conditions will be determined primarily by the real
effective exchange rate. It will be placed above its long-term
trend for the entire forecasting period, which means a positive
contribution to the price competitiveness of domestic products
compared to those of major trading partners. Low levels of real
interest rates will also contribute to the stimulation of aggregate
demand.

Monetary policy expansion in the medium-term will help mitigate
the negative impact of adverse shocks on economic growth and
therefore stabilize the aggregate demand. In these circumstances,
it will be possible to keep the annual inflation rate in the target
range throughout the forecasting horizon.
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Inflation

According to the current projection, the annual average CPI
inflation is 5.4 percent for this year. For 2015, inflation is
projected to record the level of 4.8 percent. Current projection
sets the annual inflation rate in the range of ± 1.5 percentage
points from the inflation target of 5.0 percent annually
throughout the forecasting horizon.

Chart 5.11: The CPI annual rate forecast (%,
annual)

IV/10 II/11 IV/11 II/12 IV/12 II/13 IV/13 II/14 IV/14 II/15 IV/15
0

1

2

3

4

5

6

7

8

9

10

 

 

Confidence interval

IV/10 II/11 IV/11 II/12 IV/12 II/13 IV/13 II/14 IV/14 II/15 IV/15
0

1

2

3

4

5

6

7

8

9

10

                                Inflation Target

Source: NBS, NBM calculus

Chart 5.12: CPI decomposition (p.p.)
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The average values projected in the current round of forecasting
are higher than those projected in the Inflation Report no.4, 2013.
Thus, for the years 2014 and 2015, the annual inflation rate on
average will have a higher level by 0.7 percentage points and 0.5
percentage points respectively compared to that projected in the
previous report.

The increase in food prices in international markets, compared
to the scenario of the Inflation Report no.4, 2013, is one of the
main factors that led to the acceleration of annual growth of
domestic food prices compared the previous projection scenario.
Also, the upward revision of forecast for the CPI component is
caused by a higher rate than was projected for the fourth quarter
of 2013. This deviation was determined mostly by cooler than
normal temperatures, recorded in the first half of October, which
negatively influenced the collection, storage and marketing of
vegetables and potatoes.

The contribution of core inflation to the annual inflation rate is
lower than that recorded in the previous report, but remains
significant throughout the forecasting period. The average annual
core inflation will be 4.6 percent and 3.3 percent for 2014 and
2015, respectively. The forecast decrease for this CPI component
occurred as a result of a negative aggregate demand for the next
eight quarters.

Contribution of fuels to the annual inflation rate will be relatively
stable throughout the forecasting horizon. This is due, on the
one hand, to the anticipated decline in oil prices in international
markets and, on the other hand, to the incentive effective exchange
rate channel.

The regulated prices dynamics will be similar to that recorded in
the scenario of the previous inflation report. The assumptions
in the previous round of forecasting remain valid for the current
projection.

The projected conduct of the monetary policy will continue to
calibrate the real monetary conditions broadly for keeping medium-
term inflation within the range of ±1.5 percentage points from the
5.0 percent inflation target.
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Comparison of current and previous forecasts

The projected trajectory of the annual inflation rate according to
the scenario of the current round of forecasting was revised
upwardly for the entire forecasting horizon. During 2014, the
annual inflation rate will increase on average by about 0.7
percentage points from the previous projection. For the next year,
the annual inflation rate will increase on average by about 0.5
percentage points compared to the forecast published in the
Inflation Report no.4, 2013.

Chart 5.13: The annual CPI rate
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The reconfiguration of the annual inflation rate trajectory for the
entire forecasting horizon is mainly due to higher contribution
from food products. High dynamic of international food prices
compared to the projected level in the previous scenario is the
basic reason for which the food contribution was revised. A
higher growth rate of food prices in the fourth quarter of 2013
than anticipated in the previous round of forecasting has also
contributed to the increase in the annual inflation forecast.

The core inflation contribution to the formation of the CPI annual
rate in 2014 and 2015 will be lower than that indicated in the
previous report. This reduction is due to the anticipation of lower
aggregate demand during the forecasting period.

Risks and uncertainties

Overall global economy strengthened in the second half of 2013,
ending the stage of disinflationary risks aggregation. Currently,
the discrepancies between the developments of advanced and
emerging economies are the basis of the risks and uncertainties
in the short and long term, which could lead to a significant
acceleration of international prices, inconsistent with the relatively
weak advancement of economic activity in some countries.

The development of financial markets in the coming quarters will
be determined by the policies of the Federal Reserve System and
the European Central Bank. Although the downward trend of
USD/EUR parity is a fact for several months already, the
uncertainty of impulses based on the decisions of the monetary
authorities concerned leaves room for the strong volatility
generated by the macroeconomic statistics development. At the
same time, it is unlikely that other major economies will give up
in the near future the stimulating monetary policies, the domestic
demand being not sufficiently robust and the inflation being
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relatively low, as a result of a continuing propagation of price
reduction impulses for certain categories of products. Also,
emerging and developing economies are subject to capital
outflows that lead to the depreciation of the respective currencies.
Therefore, most likely that the pressures from currency
developments will be slightly inflationary in the coming months,
the risks being determined by the chaotic incursions caused by the
developments of the international foreign exchange market and
possible capital outflows from the country.

International oil prices apparently will follow a slightly decreasing
trajectory, but the risks of supply and demand should not be
neglected. In the short run, international oil prices may increase
significantly under the influence of deepening conflict in the
Middle East and North Africa, or due to the positive statistics
that will support the idea of accelerating global economy and
the increasing demand for oil. Similarly, international oil prices
may decline due to negative statistics or significant increase in
oil supply, following the resumption of oil exports from Iran. In
the long run, oil prices will not show significant deviations from
the basic trend, given the importance of OPEC interventions to
balance the supply and demand for oil.

The development of the Russian economy and migration policy
represent increased risks, in the context of the possibility of
reducing the volume of remittances. The negative impact on
domestic demand, in case of the worsening of the
above-mentioned situation, could determine the increase in
disinflationary pressures and the inflation deviation from the
forecast.

The development of international food prices will not change
significantly in the near future. Further reduction in the prices
generated by the rich harvest in 2013 will be apparently tempered
by increased trade and deteriorating prospects for the next
harvest in the southern hemisphere. However, meteorological
consequences on future harvest both domestically and in other
regions of the northern hemisphere represent strong uncertainties.
Thus, the assumption of a slight increase in international food
prices as from the second half of this year can not be excluded.
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Chapter 6

Monetary policy decisions

Minutes of the monetary policy meeting of the Council of Administration
of the National Bank of Moldova of 30.05.2013

The meeting was chaired by Mr. Dorin Drăguţanu, Governor - Chairman of the Council of Administration of the
National Bank of Moldova.
There were present: members of the Council of Administration - Mr. Marin Moloşag, First Deputy Governor -
Deputy Chairman of the Council of Administration, Mrs. Emma T̆abîŗtă, Deputy Governor.
Reporter: Radu Cuhal, Director of Monetary Policy and Research Department.
Invitees: Mr. Andrei Rotaru, Advisor to the Governor, Mrs. Lucia Hădârcă, Director of Foreign Exchange
Operations and External Relations Department, Mrs. Nina Savin, Director of Market Operations Department, Mr.
Vladimir Ţurcanu, Director of Banking Regulation and Supervision Department, Mr. Andrei Velicev, head of Legal
Advise and Litigation Division, Legal Department.
Mr. Radu Cuhal presented the current macroeconomic situation, including the evolution of monetary, foreign
exchange, credit and deposit markets, the changes in external macroeconomic environment, the analysis of current
inflation and the influential factors on the inflationary process. The members of the Council of Administration
have assessed the impact of monetary policy measures previously implemented. Assumptions and scenarios of
the new round of medium-term forecasting were discussed, including monetary policy measures to be adopted
in order to comply with the inflation target of ±1.5 percentage points from the 5.0 percent target indicated
in the Medium-term monetary policy strategy. The members of the Council of Administration have assessed
the complexity of the risk balance that may affect the medium-term inflation dynamics, with the prevalence of
mostly disinflationary factors. The emphasis was on the mitigation of international oil prices growth and the less
optimistic forecasts related to the economic growth worldwide (fueled by both reduced advancement of the euro
area economy and by the economic growth in the U.S. below expectations). Pro-inflationary pressures might
arise from the adjustment of fiscal policy for 2013 and from the increase in food prices of the season. Recent
developments in the banking market make undesirable the immediate easing of real monetary conditions by
reducing the base rate. Currently, it requires the implementation of auxiliary instruments of monetary policy and
vigilant monitoring of conditions and prospects of the internal and external macroeconomic environments.
As a result, the Council of Administration of the National Bank of Moldova adopted the following decision:
1. to maintain the base rate applied on main short-term monetary policy operations at the current level
of 3.5 percent annually;
2. to maintain the interest rates:
• on overnight loans at the current level of 6.5 percent annually,
• on overnight deposits at the current level of 0.5 percent annually;
3. to maintain the required reserves ratio from financial means attracted in MDL and foreign currency at
the current level 14.0 percent of the base;

Voting results

FOR – 3 AGAINST – 0 ABSTAIN – 0

Chairman of the Council of Administration Secretary of the Council of Administration

Dorin DRĂGUT, ANU Sergiu SURDU
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Minutes of the monetary policy meeting of the Council of Administration
of the National Bank of Moldova of 27.06.2013

The meeting was chaired by Mr. Dorin Drăguţanu, Governor - Chairman of the Council of Administration of the
National Bank of Moldova
There were present: members of the Council of Administration - Mr. Marin Moloşag, First Deputy Governor -
Deputy Chairman of the Council of Administration, Mrs. Emma T̆abîŗtă, Deputy Governor.
Reporter: Radu Cuhal, Director of Monetary Policy and Research Department.
Invitees: Mr. Andrei Rotaru, Advisor to the Governor, Mrs. Lucia Hădârcă, Director of Foreign Exchange
Operations and External Relations Department, Mrs. Nina Savin, Director of Market Operations Department, Mrs.
Elina Cotovit,chi, head of Banking Regulation and Licensing Division, Banking Regulation and Supervision
Department, Mrs. Natalia Sîrbu, Director of Legal Department.
Mr. Radu Cuhal presented the current macroeconomic situation, including the evolution of monetary, foreign
exchange, credit and deposit markets, the changes in external macroeconomic environment, the analysis of
current inflation and the influential factors on the inflationary process. The members of the Council of
Administration have assessed the impact of monetary policy measures previously implemented. Assumptions and
scenarios of the new round of medium-term forecasting were discussed, including monetary policy measures to
be adopted in order to comply with the inflation target of ±1.5 percentage points from the 5.0 percent target
indicated in the Medium-term monetary policy strategy.
The members of the Council of Administration have assessed the challenges to inflation, due to recent
developments in the internal and external environment. The uncertain prospects of growth in the euro area and
the reduction in global food prices are the main disinflationary factors. There was also discussed the evolution of
oil prices on international markets, amid the potential intensification of tensions in the Middle East, which will
reflect directly on the inflationary pressures. In order to ensure adequate real monetary conditions for the
stimulation of lending and economic activity, as well as those related to anchoring inflation expectations by
maintaining inflation close to the target of 5.0 percent in the medium term, with a possible deviation of ±1.5
points percentage, it was decided to maintain the main indicator for monetary policy - the base rate – at the
current level. However, it requires the implementation of auxiliary instruments of monetary policy and vigilant
monitoring of conditions and prospects of the internal and external macroeconomic environment.
As a result, the Council of Administration of the National Bank of Moldova adopted the following
decision:
1. to maintain the base rate applied on main short-term monetary policy operations at the current level
of 3.5 percent annually;
2. to maintain the interest rates:
• on overnight loans at the current level of 6.5 percent annually,
• on overnight deposits at the current level of 0.5 percent annually;
3. to maintain the required reserves ratio from financial means attracted in MDL and foreign currency at
the current level 14.0 percent of the base;

Voting results

FOR – 3 AGAINST – 0 ABSTAIN – 0

Chairman of the Council of Administration Secretary of the Council of Administration

Dorin DRĂGUT, ANU Sergiu SURDU
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Minutes of the monetary policy meeting of the Council of Administration
of the National Bank of Moldova of 25.07.2013

The meeting was chaired by Mr. Dorin Drăguţanu, Governor - Chairman of the Council of Administration of the
National Bank of Moldova.
There were present: members of the Council of Administration - Mr. Marin Moloşag, First Deputy Governor -
Deputy Chairman of the Council of Administration, Mrs. Emma T̆abîŗtă, Deputy Governor, Mr. Aureliu Cincilei,
Deputy Governor, Mr. Ion Sturzu, Deputy Governor.
Reporter: Radu Cuhal, Director of Monetary Policy and Research Department.
Invitees: Mr. Andrei Rotaru, Advisor to the Governor, Mr. Sergiu Bucur, head of Foreign Exchange Reserves
Management Division, Foreign Exchange Operations and External Relations Department, Mrs. Nina Savint,
Director of Market Operations Department, Mr. Vladimir Ţurcanu, Director of Banking Regulation and
Supervision Department, Mrs. Natalia Sîrbu, Director of Legal Department.
Mr. Radu Cuhal presented the current macroeconomic situation, including the evolution of monetary, foreign
exchange, credit and deposit markets, the changes in external macroeconomic environment, the analysis of
current inflation and the influential factors on the inflationary process. The members of the Council of
Administration have assessed the impact of monetary policy measures previously implemented. Assumptions and
scenarios of the new round of medium-term forecasting were discussed, including monetary policy measures to
be adopted in order to comply with the inflation target of ±1.5 percentage points from the 5.0 percent target
indicated in the Medium-term monetary policy strategy.
The members of the Council of Administration have assessed the defining aspects to inflation in the medium term,
with the prevalence of mostly disinflationary factors. The focus was on the deceleration in inflation as a result of
downgrading the forecast for the economic growth in foreign markets, particularly in the European Union and the
Russian Federation, as well as the reduction of international food prices. At the same time, inflationary pressures
could be generated by the slight recovery in domestic demand and the increase in international oil prices amid
the ongoing tensions in the Middle East. Recent developments in the banking market make undesirable the
immediate easing of real monetary conditions by reducing the base rate. However, the National Bank will
maintain the incentive nature of the monetary policy both through the real interest rate channel as well as
through the real effective exchange rate channel, thereby keeping the annual inflation rate close to the target of
5.0 percent in the medium term.
As a result, the Council of Administration of the National Bank of Moldova adopted the following
decision:
1. to maintain the base rate applied on main short-term monetary policy operations at the current level
of 3.5 percent annually;
2. to maintain the interest rates:
• on overnight loans at the current level of 6.5 percent annually;
• on overnight deposits at the current level of 0.5 percent annually;
3. to maintain the required reserves ratio from financial means attracted in MDL and foreign currency at
the current level 14.0 percent of the base;

Voting results

FOR – 5 AGAINST – 0 ABSTAIN – 0

Chairman of the Council of Administration Secretary of the Council of Administration

Dorin DRĂGUT, ANU Sergiu SURDU
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Appendix A

Statistical tables

Table A.1: Average monetary policy rates (%)

Ukraine Russian Romania Hungary Belarus Poland Kazakhstan Moldova Turkey Georgia* Armenia

Federation

2012

Jan. 7.8 8.0 5.8 7.0 45.0 7.0 7.5 8.7 8.8 6.6 8.0

Feb. 7.8 8.0 5.5 7.0 44.0 7.0 7.2 6.6 8.6 6.5 8.0

Mar. 7.7 8.0 5.5 7.0 38.0 7.0 7.0 4.6 8.3 6.5 8.0

Apr. 7.5 8.0 5.3 7.0 36.0 7.0 6.5 4.5 8.3 6.5 8.0

May 7.5 8.0 5.3 7.0 35.0 7.3 6.5 4.5 8.3 6.2 8.0

Jun. 7.5 8.0 5.3 7.0 33.3 7.3 6.1 4.5 8.3 5.9 8.0

Jul. 7.5 8.0 5.3 7.0 31.5 7.3 6.0 4.5 8.3 5.8 8.0

Aug. 7.5 8.0 5.3 7.0 30.7 7.3 5.6 4.5 8.3 5.8 8.0

Sep. 7.5 8.1 5.3 6.7 30.2 7.3 5.5 4.5 8.0 5.8 8.0

Oct. 7.5 8.3 5.3 6.5 30.0 7.3 5.5 4.5 7.4 5.8 8.0

Nov. 7.5 8.3 5.3 6.2 30.0 7.0 5.5 4.5 7.2 5.7 8.0

Dec. 7.5 8.3 5.3 5.9 30.0 6.8 5.5 4.5 7.0 5.4 8.0

2013

Jan. 7.5 8.3 5.3 5.7 30.0 6.5 5.5 4.5 6.9 5.3 8.0

Feb. 7.5 8.3 5.3 5.5 30.0 6.3 5.5 4.5 6.7 5.0 8.0

Mar. 7.5 8.3 5.3 5.2 29.1 5.8 5.5 4.5 6.4 4.7 8.0

Apr. 7.5 8.3 5.3 4.9 27.8 5.8 5.5 4.4 5.8 4.5 8.0

May 7.5 8.3 5.3 4.8 25.9 5.5 5.5 3.5 5.3 4.3 8.0

Jun. 7.2 8.3 5.3 4.7 24.0 5.3 5.5 3.5 5.0 4.2 8.0

Jul. 7.0 8.3 5.0 4.2 23.5 5.0 5.5 3.5 5.1 4.0 8.0

Aug. 6.7 8.3 4.6 4.0 23.5 5.0 5.5 3.5 5.5 3.9 8.3

Sep. 6.5 8.3 4.5 3.8 23.5 5.0 5.5 3.5 5.6 3.8 8.5

Oct. 6.5 8.3 4.3 3.7 23.5 5.0 5.5 3.5 5.6 3.8 8.5

Nov. 6.5 8.3 4.0 3.4 23.5 5.0 5.5 3.5 5.6 3.8 8.0

Dec. 6.5 8.3 4.0 3.1 23.5 5.0 5.5 3.5 5.6 3.8 7.9

* At the end of the period
Source: Official websites of the central banks of the respective countries
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Table A.2: Required reserve rates of countries in the region (%)

Ukraine Russian Romania Hungary Belarus Poland Kazakhstan Moldova Turkey Georgia* Armenia

Federation

2012

Jan. 0.0 4.8 15.0 2.0 3.8 3.5 1.5 14.0 11.0 14.1 n/a

Feb. 0.0 4.8 15.0 2.0 3.8 3.5 1.5 14.0 11.0 14.1 n/a

Mar. 0.0 4.8 15.0 2.0 3.8 3.5 1.5 14.0 11.0 13.7 n/a

Apr. 0.0 4.8 15.0 2.0 3.8 3.5 1.5 14.0 11.0 13.9 n/a

May 0.0 4.8 15.0 2.0 5.0 3.5 1.5 14.0 11.0 12.8 n/a

Jun. 0.0 4.8 15.0 2.0 5.0 3.5 1.5 14.0 11.0 13.9 n/a

Jul. 0.0 4.8 15.0 2.0 5.0 3.5 1.5 14.0 11.0 12.8 n/a

Aug. 0.0 4.8 15.0 2.0 5.0 3.5 1.5 14.0 11.0 13.6 n/a

Sep. 0.0 4.8 15.0 2.0 5.0 3.5 1.5 14.0 11.0 14.5 n/a

Oct. 0.0 4.8 15.0 2.0 5.0 3.5 1.5 14.0 11.0 13.9 n/a

Nov. 0.0 4.8 15.0 2.0 5.0 3.5 1.5 14.0 11.0 13.8 n/a

Dec. 0.0 4.8 15.0 2.0 5.0 3.5 1.5 14.0 11.5 13.8 n/a

2013

Jan. 0.0 4.8 15.0 2.0 5.0 3.5 1.5 14.0 12.0 13.9 n/a

Feb. 0.0 4.8 15.0 2.0 5.0 3.5 1.5 14.0 12.5 13.4 n/a

Mar. 0.0 4.3 15.0 2.0 5.0 3.5 1.5 14.0 12.5 13.2 n/a

Apr. 0.0 4.3 15.0 2.0 5.0 3.5 1.5 14.0 12.5 12.9 n/a

May 0.0 4.3 15.0 2.0 5.0 3.5 1.5 14.0 12.5 13.1 n/a

Jun. 0.0 4.3 15.0 2.0 5.0 3.5 1.5 14.0 13.0 12.9 n/a

Jul. 0.0 4.3 15.0 2.0 5.0 3.5 1.5 14.0 13.0 12.9 n/a

Aug. 0.0 4.3 15.0 2.0 5.0 3.5 1.5 14.0 13.0 12.5 n/a

Sep. 0.0 4.3 15.0 2.0 5.0 3.5 1.5 14.0 13.0 12.7 n/a

Oct. 0.0 4.3 15.0 2.0 5.0 3.5 1.5 14.0 13.0 12.5 n/a

Nov. 0.0 4.3 15.0 2.0 5.0 3.5 1.5 14.0 13.0 12.4 n/a

Dec. 0.0 4.3 15.0 2.0 5.0 3.5 1.5 14.0 13.0 n/a n/a

* At the end of the period
Source: Official websites of the central banks of the respective countries
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Table A.3: Annual consumer price index (%)

Ukraine Russian Romania Hungary Belarus Poland Kazakhstan Moldova Turkey Georgia* Armenia

Federation

2012

Jan. 3.7 4.2 2.7 5.5 109.7 4.1 5.9 6.9 10.6 0.5 4.8

Feb. 3.0 3.7 2.6 5.9 107.4 4.4 4.7 6.1 10.4 -2.1 3.0

Mar. 1.9 3.7 2.4 5.5 106.5 4.0 4.6 5.4 10.4 -2.2 2.2

Apr. 0.6 3.6 1.8 5.7 101.1 4.1 4.8 4.7 11.1 -2.1 1.9

May -0.5 3.6 1.8 5.3 80.5 3.6 5.0 4.1 8.3 -3.3 0.5

Jun. -1.2 4.3 2.0 5.6 69.2 4.2 4.9 3.7 8.9 -0.2 0.7

Jul. -0.1 5.6 3.0 5.8 65.7 4.1 4.7 4.0 9.1 0.6 2.3

Aug. 0.0 6.0 3.9 6.0 55.6 3.8 4.7 4.4 8.9 -0.4 2.5

Sep. 0.0 6.6 5.3 6.6 38.8 3.8 5.0 4.9 9.2 -0.1 2.5

Oct. 0.0 6.6 5.0 6.0 30.6 3.5 5.5 3.9 7.8 0.1 3.4

Nov. -0.2 6.5 4.6 5.2 22.9 2.9 5.6 3.7 6.4 -0.5 3.6

Dec. -0.2 6.6 5.0 5.0 21.8 2.6 6.0 4.1 6.2 -1.4 3.2

2013

Jan. -0.2 7.1 6.0 3.7 23.1 2.0 6.6 4.6 7.3 -1.6 2.6

Feb. -0.5 7.4 5.7 2.8 22.7 1.6 7.0 4.3 7.0 -2.1 3.1

Mar. -0.8 7.0 5.3 2.2 22.2 1.3 6.8 4.2 7.3 -2.1 3.4

Apr. -0.8 7.2 5.3 1.7 20.7 1.1 6.4 4.5 6.1 -1.7 3.9

May -0.4 7.4 5.3 1.9 19.7 0.8 5.9 5.7 6.5 -0.1 5.2

Jun. -0.1 6.9 5.4 1.9 17.9 0.6 5.9 5.5 8.3 0.2 6.5

Jul. 0.0 6.5 4.4 1.8 17.5 1.4 5.9 4.3 8.8 -0.2 8.5

Aug. -0.4 6.5 3.7 1.3 15.0 1.4 5.8 3.7 8.2 -0.4 9.3

Sep. -0.5 6.1 1.9 1.3 15.4 1.4 5.4 3.9 7.9 -1.3 8.2

Oct. -0.1 6.3 1.9 0.9 15.6 1.1 5.0 4.7 7.7 0.2 7.2

Nov. 0.2 6.5 1.8 0.9 15.3 0.8 4.8 4.3 7.3 0.7 6.6

Dec. 0.5 6.5 1.6 0.4 16.3 0.8 4.9 5.2 7.4 2.4 5.6

* At the end of the period
Source: Official websites of the central banks of the respective countries
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Table A.4: Monetary policy real rates (%)

Ukraine Russian Romania Hungary Belarus Poland Kazakhstan Moldova Turkey Georgia* Armenia

Federation

2012

Jan. 3.9 3.7 3.0 1.4 -30.9 2.8 1.5 1.6 -1.7 6.1 3.1

Feb. 4.6 4.1 2.9 1.0 -30.6 2.5 2.4 0.5 -1.7 8.8 4.9

Mar. 5.7 4.1 3.0 1.4 -33.2 2.9 2.3 -0.8 -2.0 8.9 5.7

Apr. 6.9 4.3 3.4 1.2 -32.4 2.8 1.6 -0.2 -2.6 8.7 6.0

May 8.1 4.2 3.4 1.6 -25.2 3.5 1.4 0.4 0.0 9.8 7.5

Jun. 8.8 3.6 3.1 1.3 -21.2 2.9 1.1 0.8 -0.6 6.1 7.2

Jul. 7.6 2.3 2.2 1.1 -20.6 3.0 1.2 0.5 -0.8 5.1 5.6

Aug. 7.5 1.9 1.3 0.9 -16.0 3.3 0.8 0.1 -0.6 6.2 5.4

Sep. 7.5 1.5 -0.1 0.1 -6.2 3.3 0.5 -0.4 -1.1 5.9 5.4

Oct. 7.5 1.6 0.3 0.5 -0.5 3.6 0.0 0.6 -0.4 5.6 4.4

Nov. 7.7 1.7 0.7 1.2 5.8 4.0 -0.1 0.8 0.7 6.2 4.2

Dec. 7.7 1.6 0.3 0.9 6.7 4.0 -0.5 0.4 0.8 6.9 4.7

2013

Jan. 7.7 1.1 -0.7 2.0 5.6 4.4 -1.0 -0.1 -0.4 7.0 5.3

Feb. 8.0 0.8 -0.3 2.6 5.9 4.6 -1.4 0.2 -0.3 7.2 4.8

Mar. 8.4 1.2 0.0 2.9 5.6 4.4 -1.2 0.3 -0.8 7.0 4.4

Apr. 8.4 1.0 0.0 3.2 5.9 4.6 -0.8 -0.1 -0.3 6.3 3.9

May 7.9 0.9 0.0 2.8 5.2 4.7 -0.4 -2.1 -1.2 4.4 2.7

Jun. 7.3 1.3 -0.1 2.7 5.1 4.6 -0.4 -1.9 -3.0 3.9 1.4

Jul. 7.0 1.7 0.6 2.3 5.1 3.6 -0.4 -0.8 -3.4 4.2 -0.5

Aug. 7.1 1.7 0.9 2.6 7.4 3.6 -0.3 -0.2 -2.5 4.3 -0.9

Sep. 7.0 2.0 2.6 2.4 7.0 3.6 0.1 -0.4 -2.1 5.1 0.3

Oct. 6.6 1.9 2.4 2.8 6.9 3.9 0.5 -1.1 -1.9 3.6 1.3

Nov. 6.3 1.7 2.2 2.5 7.1 4.2 0.7 -0.8 -1.6 3.1 1.3

Dec. 6.0 1.7 2.4 2.7 6.2 4.2 0.6 -1.6 -1.7 1.4 2.2

* At the end of the period
Source: Official websites of the central banks of the respective countries


