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Hope on the horizon, challenges 13y
on the ground

Outlook — We revised our growth forecast to 0.2% for 2026 (from 1.0%) due to a weak start of the year as the
fiscal adjustment is denting consumption and consumer sentiment while external demand remains weak, but
we maintained our growth forecast at 2.3% for 2027 as we anticipate positive effects from an improved exter-
nal context and this year’s investments with the help of EU funds. Romania’s fiscal adjustment is progressing
well, on track to meet the 6.2% of GDP deficit target this year, although we cannot rule out risks of a fiscal
slippage in 2027, depending on the priorities of the next government. We do not see risks of a sovereign rating
downgrade this summer, with the rating agencies likely to reiterate the past messages as the fiscal progress
stays on track and Romania maintains its access to financing. After a new jump in 2Q26 due to the global
shock from energy prices, annual inflation will embark on a sharp downward trend as of July 2026 and is
forecasted to return within the target range in 2027. The central bank is likely to keep the monetary policy rate
at the current level of 6.50% until 4Q27 with an easing bias to support economic activity, while using other
instruments to deliver monetary policy changes if necessary. The EUR-RON exchange rate will likely stay
within the 5.20-5.30 trading range in 2H26, with a gradual increase of 10bani/year in the following years.
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Optimism regarding the
US-Iran conflict, but un-
certainty regarding its
end prevails

Political uncertainty likely
to continue, not neces-
sarly impeding further fis-
cal progress and a re-
bound in economic activ-

ity

Hope on the horizon, challenges on the ground

Investor sentiment towards Romania remained favorable in the first half of 2026, upheld
by a continuous improvement in public finances, despite ongoing geopolitical shocks and
resurfacing political uncertainty after the government led by llie Bolojan was ousted
through a no-confidence vote on 5 May 2026.

The conflict in the Middle East is ongoing, although optimism increased at the end of June
after a memorandum of understanding between the US and Iran which started a period of
60 days for negotiations for a durable peace and created the conditions for a normalisation
of shipping through the Strait of Hormuz. The Investment Institute by UniCredit recently
published the updated outlook for the global economy’, with a baseline expectation that
the conflict will enter a stabilization phase. This is likely to provide immediate relief to the
global economy and has led to a downward revision of the energy-price forecasts. Longer
term, however, shipping traffic through the Strait of Hormuz is unlikely to return to pre-war
levels and the recovery in flows through the strait will take time. At the same time, there is
a risk that talks falter, hardline influence rises and tensions re-escalate, potentially into
military confrontation, keeping the strait de facto closed. While the scenario of stabilization
is expected to lead to lower risk premiums, Brent oil and TTF gas prices easing towards
pre-war levels, an adverse scenario would lead to persistent upward pressure, with spikes
driven by disruption risk and tighter balances.

We do not see an easy solution to the current political stalemate, but we do not expect a
deterioration of Romania’s risk profile if the interim government will continue the fiscal
adjustment and will meet the key milestones to absorb the EU funds under the RRF (above
EUR 4.5bn in grants and EUR 3.5bn in loans). Our optimism relies on the following pieces
of information: 1) President Nicusor Dan aims to form a new pro-Western government; 2)
the old government coalition members agreed to prioritize the reforms necessary for ab-
sorbing EU funds and to continue the fiscal adjustment, although there is disagreement
and intense negotiations on some of the legislative details; 3) after concluding the consul-
tations with the European Commission, acting Prime Minister llie Bolojan will submit the
legislative proposals to the parliamentary groups, party leaders, and the leadership of both
Chambers for debate, with target of adoption in the second half of July; and 4) the budget
execution at the end of May confirms the ongoing fiscal progress (deficit of only 1.75% in
5M26, sharply down from 3.35% of GDP in 5M25), with Romania able to meet the 6.2%
of GDP deficit target for this year without additional measures. We expect political uncer-
tainty to prevail until the parliamentary elections in 2028, considering that: 1) we already

FISCAL DISCIPLINE ENABLED A SHARP REDUCTION OF THE DEFICIT... ...WITH ROMANIA IMPROVING ITS POSITION IN THE CEE REGION

Cash budget deficit (YTD, % of GDP)
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Source: national statistical offices and ministries of finance, Eurostat, The Investment Institute by UniCredit, UniCredit Bank Romania

1Quarterly Updates: Reopening Hormuz, Booming Al published on 1 July and available here https://www.research.unicredit.eu/DocsKey/fxfistrat-
egy_docs 2026 188783.ashx?EXT=pdf&KEY=KZGTuQCn4lsvclJnUgseVC3FbuQ10Kut48cuJWiegQRZtKVnCPOy6w==&T=1
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Fiscal risks are decreas-
ing and future progress
depends on the next gov-
ernment...

...but we do not see a
risk of a downgrade to
junk this summer

High financing costs, but
good access to financing
and ample fiscal reserves

The CEE economies are
expected to grow by 2-3%
except for Slovakia and
Hungary...

ROMANIAN ECONOMIC ACTIVITY LIMITED BY FISCAL ADJUSTMENT...

have two failed attempts to appoint a new cabinet, clearly indicating that the parties are
not willing to make significant concessions yet; 2) the current Parliament is split and the
various political parties (even the members of the old governing coalition) have conflicting
views on several important matters; 3) the Constitution grants President Nicusor Dan the
right, not the obligation to dissolve the Parliament and call for early elections, implying that
the interim government could continue (with limited powers) for an undetermined period,
despite the 45 days within which a new government must be sworn in; and 4) the latest
opinion polls indicate a similar parliamentary picture in case of early elections.

Romania’s fiscal adjustment is progressing well, supported by a combination of higher
revenue, strict control of expenditure and a shift of investment from national funds to EU
funds, especially grants, despite minor progress in the reform of the public administration
and improving revenue collection. We do not see a risk of fiscal slippage this year, but we
cannot rule it out in 2027, depending on the priorities of the next government. The fiscal
deficits are likely to stay elevated in the CEE region in 2026 due to high spending on
energy support and defense, implying that Romania could benefit from credit spread com-
pression if it regains political stability and continues to improve its fiscal credibility. The
upcoming rating reviews are likely to be uneventful (Fitch on 31 July and Moody’s on 7
August), with Romania maintaining its lowest investment grade rating with a negative
outlook and a reiteration of the past messages: 1) the risk of downgrade increases if the
fiscal consolidation path deviates significantly from expectations (due to insufficient
measures or low economic growth); 2) more efforts are needed to put the public debt on
a downward trend; 3) renewed energy price shocks would increase risks of sovereign
rating pressure for higher-deficit countries; and 4) the balance of payments must continue
to improve.

Romania continues to be an outlier in the region in terms of financing costs, with local 10Y
yields higher by 1.3-2.0pp than the other countries. Yet there are some bright spots to
mention: 1) it enjoys good access to financing, with the issuance plan on the domestic
market executed up to 58% already and the one for the external market up to 35%; 2)
fiscal reserves remain ample and grant flexibility in the timing of debt issuance to reduce
the cost of debt as much as possible; and 3) the latest shocks (geopolitical and local po-
litical uncertainty) led to upward pressure along the curve, but it was only temporary, with
the current 10Y levels only up to 50bp above the level prevailing on 27 February, similar
to the increase seen in the rest of the region.

Economic growth in Central and Eastern Europe (CEE) is projected at around 2-3% in
most countries, but with Slovakia and Romania likely to lag due to fiscal consolidation and
Hungary due to weak investment. Growth is expected to pick up in 2027 across most
countries, with EU-CEE growth rising from around 2.0% to 2.5% due to an improving ex-
ternal environment and additional support from Germany’s fiscal stimulus. For Romania,
the risk of an economic recession in 2026 increased, considering the ongoing fiscal

...WITH HOPES THAT EU FUNDS WILL HELP RESTORE GROWTH
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...while Romania will
grow by at most 0.2% in
2026 due to the ongoing
fiscal adjustment and
could even experience a
mild contraction

The labour market is resili-
ent, but shows signs of
weakness which could am-
plify by year-end

C/A deficit to temper fur-
ther in 2026 and stay fully
funded by EU transfers,
FDI and sovereign external
borrowing

EUR-RON to trade within
the 5.20-5.30 range until
the end of 2026 ...

... and maintain a gradual
upward trend in the follow-
ing years

Inflation to miss the target
in 2026, with a return be-
low 3.5% possible in 2027

EURRON ON A GRADUAL UPTREND AFTER THE JUMP IN 2026

adjustment which weakened consumer sentiment along with the still unfavorable external
context, which led to -1.2%yoy in 1Q26. The main sources of growth are a recovery of
consumption towards year-end as the real wage dynamic tempers its drop, improving ex-
ternal demand and investment with the help of EU funds, all still uncertain. Based on the
latest evolutions, we revised downwards the growth rate for this year to a marginal
+0.2%yoy, from 1% at the previous round of forecasts, while keeping the growth expecta-
tion for 2027 at 2.3%, as we anticipate positive effects from an improved external context
and this year’s investments with the help of EU funds (8% of GDP according to official
plans). The data so far indicates a good agricultural year in 2026 and a slight decrease for
industry, with downside risks to the two sectors persisting in case the negative effects of
the energy shocks drag on. Meanwhile, constructions accelerate and will remain the main
growth engine.

The labour market proved more resilient than expected so far this year, but hiring inten-
tions decreased and the unemployment rate rose slightly to an average of 6.4% in 5M26
(vs. an average of 6.1% in 2025) with a further increase likely by year-end, but a relief
possible already in 2027. The yearly growth of the average wage in the economy main-
tained a sharply decelerating trend (+3.7%yoy in 5M26 vs. +6.5%yoy on average in 2025)
although the 6.8% increase in the minimum wage as of 1 July 2026 will appease the pres-
sure on the low-income categories. In real terms, consumers continue to experience a
decrease in purchasing power, considering the strong increase in prices. We expect the
average net real wage to drop 3.5% in 2026, resulting in weak consumer sentiment and
retail sales, with a return in positive territory likely only in 2027.

The C/A deficit is likely to continue to decrease in 2026 due to weak domestic demand but
will remain the highest in the CEE region. A sharper drop in 2027 is possible if external
demand picks up. The C/A deficit will remain fully funded by EU transfers, FDI and sover-
eign external borrowing.

The EURRON experienced a stronger and earlier rise than we were anticipating for this
year, but the pair seems to have stabilized around the 5.23-5.25 level. According to the
latest statements from the NBR Governor, Mugur Isarescu, the NBR intervention is low,
allowing more flexibility for the exchange rate to let investors determine the equilibrium
level, which we believe is currently the 5.20-5.30 range. We expect this range to prevail
until the end of 2026, with decreases towards the lower bound possible during the summer
months, in line with the usual seasonality. At the same time, we revised upwards our ex-
change rate expectations over the forecasting horizon, maintaining a gradual increase of
the trading range by 10bani/year. The RON was under strong depreciation pressure
already from the start of the Middle East conflict, with the 5.10 level posing strong resis-
tance. A second shock of local political instability at the end of April-beginning of May
caused the RON to depreciate by up to 4% against the EUR, reaching highs close to 5.30
and marking the first significant movement since May 2025, when the currency deprecia-
ted by more than 2.5%.

The current inflation overshooting is driven by transitory supply-side shocks and annual
inflation will embark on a sharp downward trend as of July, with the 2025 supply side

INFLATION TO DROP SHARPLY AND RETURN BELOW 3.5% IN 2027
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NBR on hold with an
easing bias as much as
possible

shocks totaling almost 5pp exiting the calculation basis, namely the expiry of the electricity
price capping scheme in July 2025 and the hikes in VAT and excise duties in August 2025.
We forecast a decrease in annual inflation from 10.4% in June to 5.5% at year-end and
further down due to the fading of the global energy-price shock and weak consumer de-
mand, within the 1.5-3.5% target range by the end of 2027. Core inflation is also likely to
enter the target range in 4Q27. Our current forecast for the end of 2026 is lower by 1pp
than the one in our April report due to a lower-than-expected jump in fuels prices due to
the Middle East conflict according to the data of the National Institute of Statistics and a
better inflationary outlook on hopes of reopening the Strait of Hormuz.

We expect the NBR to keep the monetary policy rate at the current level of 6.50% until
4Q27, while using other instruments to deliver monetary policy changes if necessary.
Overall, we expect an easing bias as: 1) the ongoing fiscal tightening tempers economic
activity; 2) the current inflation overshooting is driven by transitory supply-side shocks,
with annual inflation embarking on a sharp downtrend in July, returning within the target
range in 2027; 3) interbank excess liquidity is abundant (RON 28bn in June); 4) exchange
rate flexibility favors abundant liquidity; and 5) most of the central banks in CEE are ex-
pected to stay on hold in spite of the tightening anticipated from the ECB and the Fed,
implying only low pressure to tighten coming from monetary policy decisions of the other
central banks.
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MACROECONOMIC DATA AND FORECASTS
2022 2023 2024 2025 2026F 2027F
GDP (EUR bn) 280.7 321.6 353.6 380.1 401.0 418.8
Population (mn) 19.0 19.1 19.1 19.0 19.0 19.0
GDP per capita (EUR) 14,739 16,877 18,546 19,961 21,090 22,063
Real economy, change (%)
GDP 4.2 2.3 0.9 0.7 0.2 2.3
Private Consumption 5.4 25 5.7 0.5 -1.7 2.9
Fixed Investment 5.4 12.3 -2.5 3.4 5.2 4.0
Public Consumption -1.4 4.0 1.2 -2.6 -1.9 1.0
Exports 9.3 -1.3 -2.5 4.3 2.4 4.6
Imports 9.3 -1.5 4.0 4.9 1.1 4.3
Monthly wage, nominal (EUR) 1303 1489 1710 1832 1857 1921
Real wage, change (%) -2.2 3.6 9.4 1.2 -3.5 1.5
Unemployment rate (%) 5.6 5.6 5.5 6.1 6.8 6.6
Fiscal accounts (% of GDP)
Budget balance -6.5 -6.6 -9.3 -7.9 -6.2 -5.1
Primary balance -4.4 -4.7 -7.2 -5.3 -3.3 -2.1
Public debt 48.1 49.3 54.8 59.4 62.7 65.5
External accounts
Current account balance (EUR bn) -26.8 -21.5 -28.9 -29.9 -26.7 -26.4
Current account balance/GDP (%) -9.6 -6.7 -8.2 -7.9 -6.7 -6.3
Extended basic balance/GDP (%) -4.1 -2.0 -5.5 -4.0 -3.1 -2.3
Net FDI (% of GDP) 3.3 2.0 1.3 2.0 1.7 2.1
Gross foreign debt (% of GDP) 54.8 56.9 57.5 59.8 59.3 58.8
FX reserves (EUR bn) 46.6 59.8 62.1 64.8 68.3 65.6
Months of imports, goods & services 4.0 5.1 5.1 5.0 5.1 4.6
Inflation/Monetary/FX
CPI (pavg) 13.7 10.5 5.6 7.3 8.1 3.9
CPI (eop) 16.4 6.6 5.1 9.7 5.5 3.3
Central bank target 2.50 2.50 2.50 2.50 2.50 2.50
Central bank reference rate (eop) 6.75 7.00 6.50 6.50 6.50 6.00
3M money market rate (Dec avg) 7.66 6.25 5.91 6.19 5.80 5.30
USDRON (eop) 4.63 4.50 4.78 4.34 4.49 4.48
EURRON (eop) 4.95 4.97 4.97 5.10 5.25 5.33
USDRON (pavg) 468 457 4.60 4.47 4.46 4.47
EURRON (pavg) 493 4.95 4.97 5.04 5.19 5.29
GOVERNMENT GROSS FINANCING REQUIREMENTS GROSS EXTERNAL FINANCING REQUIREMENTS
EUR bn 2024 2025 2026F 2027F EUR bn 2024 2025 2026F 2027F
Gross financing requirement 47.5 49.9 53.9 46.3 Gross financing requirement 66.9 69.2 71.2 74.2
Budget deficit 30.7 29.0 25.0 21.5 C/A deficit 28.9 29.9 29.3 30.3
Amortization of public debt 16.8 20.9 28.8 24.9 Amortization of medium and long term debt 18.3 19.3 20.3 20.7
Domestic 12.5 16.3 25.5 21.0 Government/central bank 5.0 5.3 4.6 5.0
Bonds 7.6 7.4 15.3 11.5 Banks 6.5 6.5 7.2 7.2
Bills 1.4 4.1 4.1 3.0 Corporates/Other 6.8 7.6 8.5 8.5
Loans and retail bonds 3.6 4.9 6.1 6.4 Amortization of short-term debt 19.8 20.0 21.6 23.2
External 4.3 4.5 3.4 3.9 Financing 66.9 69.2 71.2 74.2
Bonds and loans 3.7 3.9 2.8 3.3 FDI (net) 4.7 7.5 7.2 8.9
IMF/EU/Other IFIs 0.6 0.6 0.6 0.6 Portfolio equity, net 0.1 0.1 0.1 0.1
Financing 47.5 49.9 53.9 46.3 Medium and long-term borrowing 29.4 30.5 31.6 29.8
Domestic borrowing 275 30.4 31.0 30.0 Government/central bank 17.8 18.2 17.8 16.0
Bonds 16.8 19.3 20.0 20.0 Banks 52 5.2 5.8 5.8
Bills 4.1 1.7 3.0 2.0 Corporates/Other 6.4 7.2 8.0 8.0
Loans and retail bonds 6.6 9.5 8.0 8.0 Short-term borrowing 19.6 21.2 21.8 221
External borrowing 16.7 20.7 20.7 18.0 EU structural and cohesion funds 4.8 7.0 11.4 12.5
Bonds 15.7 15.5 10.0 12.0 Change in FX reserves (- = increase) 8.2 29 -0.8 0.7
IMF/EU/Other IFls 1.0 2.0 6.7 3.0 Memoranda:
Private placements 0.0 3.2 4.0 3.0 Nonresident purchases of LC govt bonds -0.2 -0.3 -0.7 2.4
Fiscal reserve change (- = increase) 3.3 -1.3 2.1 -1.7 International bond issuance, net 12.1 11.5 7.2 8.7

Anca Maria Negrescu
Chief Economist

UniCredit Bank
Anca.Negrescu@unicredit.ro
+40 723 103 008

Data Source: Eurostat, NBR, NIS, Ministry of Finance, UniCredit Bank Romania

Alexander-Constantin Ragea

Junior Macroeconomic Economist
UniCredit Bank
Alexander-Constantin.Ragea2@unicredit.ro
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Ledgal Notices

Glossary
See a comprehensive glossary for many of the terms used in the report on our website: https://www.the-investment-institute.unicredit.eu/en/glossary

MARKETING COMMUNICATION

This publication constitutes a marketing communication of UniCredit Bank S.A., UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCreditBank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of charge for
information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even less, an offer to the
public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an investment research or
financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledgal requirements designed to promote the
independence of investment research, and it is not subject to any prohibition on dealing ahead of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or transactions
detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflictsoflnterest PositionsDisclosures.
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all the infor-
mation contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable sources, but
having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and truthfulness of which
the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry out their own investment assess-
ments in a completely autonomous and independent manner, relying exclusively on their own considerations of the market conditions and the
information available overall, also in line with their risk profile and economic situation. Investment involves risk. Before any transaction in financial
instruments please refer to the relevant offering documents. It should also be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.
2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to chandes in exchange rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can underdo significant price fluctuations following any downgrading of creditworthiness. In the event of
bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at the time of
sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable information
on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of the customer
and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.
8. Diversification does not guarantee a profit or protect against a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this document,
including, but not limited to, damages due to losses, lost earnings or unrealized savings. The contents of the publication — including data, news,
information, imades, graphics, drawings, brands and domain names — are owned by the UniCredit Group unless otherwise indicated, covered by
copyright and by the industrial property law. No license or right of use is granted and therefore it is not allowed to reproduce its contents, in whole
or in part, on any medium, copy them, publish them and use them for commercial purposes without prior written authorization from UniCredit
Group unless if purposes of personal use only.
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