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Dunarea de Jos University of Galati, Romania  This paper aims to present the levels and the evolution of the two major macroeconomic indicators, the inflation and the GDP in our country. The respective dynamics for the years 2013 and 2014 were presented, in order to perform the economic analysis. Furthermore, the forecast horizon was defined to be the 2014 - 2017 period. The evolution of the exchange rate RON / Euro for the month of December was introduced for the forecast period. After studying the correlations for each dynamic indicator, emerges the idea that Romania has today real chances for an economic growth, above the EU average; this aspect could also lead to a significant growth of the living standards.   Keywords: economic growth, inflation, Gross Domestic Product, Eurozone, the controlled floating of the RON currency  JEL Code: O16 

 
1. Introduction In order to assess the economic development of a country, including the standard of living of its respective population, we chose as macroeconomic indicators the monthly and the annual inflation, as well as the Gross Domestic Product for the year of 2013 and the first trimester of the 2014th. We introduced the evaluation the exchange rate for RON / Euro, as an important variable of the Romanian Economics. Analysing consecutively and conjunctively the evolution of the three macro indicators, we tried to determine the trend of Romania’s development for the next four years.  
2.  The evolution of the monthly and annual inflation The annual inflation dropped in March to a hundredth of a percent versus the previous month, reaching 1,04 % following the 1,06 % in January and 1,05% in February. The quasi stability of the prices in the first trimester of this year has allowed however, a quick decrease of the average annual inflation. From 4 % at the end of the last year, it descended to 2,8 %  at the end of the first trimester (Isarescu,1).  Table no.1 The inflation dynamic in Romania Dec.2013 - Mar.2014 Month Dec. 2013 Jan.2014 Feb. 2014 Mar. 2014 Annual inflation 1,55 % 1,06 % 1,05 % 1,04 % Average annual inflation 4,00 % 3,60 % 3,20 % 2,80 % 

Source: N. I. S. (National Institute of Statistics) 2014  Note that the average annual inflation value, established accordingly to the European methodology (the so called HICP (Harmonized Indices of consumer prices), different from the CPI (Consumer price index), established on the basis of the division in the products and services of the averages used at the national level) decreased to 2,3 %. Hence, this is the value that matters for the fulfilment of the Maastricht criterion on the inflation, for the transition to the Euro (it has to be no more than 1,5 % above the average of the most efficient states, of the Eurozone). Most likely, we shall succeed to pass the low inflation test, for the first time, in the middle of the year. According to the data communicated by the National Institute of Statistics, the monthly increase of the prices in March 2014 was 0,03 %. Food commodities went down by 0,12 %, while the non-food goods went up by 0,10 %, and the services by 0,13 %. The monthly inflation is under the direct influence of the monetary policy, the so-called Core 2 (which excludes the products with administered prices, products with volatile prices, beverages and tobacco) and it was 0,10 % (Blanchard et all, 2)  
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Table no. 2. The evolution of the price indices in the month of february 2014 in relation to the 
previous month Total CPI 0,03 % Total CPI excluding alcoholic beverages and tobacco 0,02 % Total CPI excluding fuels 0,02 % Total CPI excluding the products with administered prices 0,02 % Total CPI excluding vegetables, fruits, eggs and products whose prices are regulated 0,11 % Total CPI excluding vegetables, fruits, eggs and products whose prices are regulated, beverages and tobacco 0,10 % 

Source: N. I. S. (National Institute of Statistics) 2014  Regarding the products with volatile prices, eggs (- 6,83 %) and potatoes (- 2,27 %), they had a downward influence on the CPI of almost 0,07%, exactly the difference between the CPI and the CORE 2. The price of a series of basic food products slightly decreased: sugar (- 1,31 %), edible oil (- 0,57 %), pork meat (- 0,13 %) and milk (- 0,02 %). Note that despite maintaining a very low annual level, after the first two months, the cumulative inflation approached the half of the target level 2,5 %, established for the entire 2014 year (namely 1,21 %). The explanation consists in a remarkably strong basic effect. This year performances have been advantageously reported to the rather high levels of the monthly inflations of the beginning of the 2013 year. If the evolution, by its main components in the 2014, was balanced from the beginning of 2014; compared to the same period of the previous year, the registered values differ significantly. While the food price decreased significantly compared to a year ago, the food commodities’ prices increased by over two and a half percent, and the services’ price increased by over four percent.   
Table no. 3 The inflation evolution by components (%) Group Feb. 2014/Dec. 2013 Feb. 2014/Feb. 2013 Food commodities 1,04 -  2.21 Non-food goods 1,32 2,53 Services 1,26 4,09 Total 1,21 1,04 

Source: N. I. S. (National Institute of Statistics) 2014  In the future, the value of the inflation shall increase, mainly under the effect of the introduction of the supplementary excise tax on fuels (with direct and indirect effects on the prices of other products). The amplitude of growth shall depend on the capacity of the economy to re-create the monthly low values of the inflation registered last year, in the second trimester, and to get as close as possible, to the price reduction in the third trimester.  
Table no. 4 The monthly inflation dynamic in the months of Apr. - Dec. 2013 2013 months Apr. May June July Aug. Sept. Oct. Nov. Dec. Monthly Inflation 0,11 0,23 0,01 -0,34 -0,2 -0,57 0,29 -0,01 0,33 

Source: N. I. S. (National Institute of Statistics) 2014  Last year the final target 2,5 % plus / minus 1 % was achieved at its lower limit. This year due to a certain growth of the demand, and to the forecasts that foresee an economic growth by over three percents, a value situated at the top half of the target interval established in the prices growth takes shape, along with an accentuated approach between the annual inflation, and the average annual inflation.   
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3. The forecasted evolution of the Gross Domestic Product (GDP).  It is expected to grow within the four year period by more than 25 % in the values expressed in Euro, according to the forecast made by the specialised national commission. The noticeably consistent difference in relation to the growth in real terms (calculated in RON), should come from the national currency appreciation against the Euro. Therefore, from 4,42 RON / Euro average value last year, the rate should lower to 4,37 RON / Euro in 2017. Practically, to the almost two percents resulting from here, should be added to the difference between the average inflation of the Eurozone, and the average inflation of Romania, so that a gain of 13,4 % results during the four year period. It is interesting that the average annual inflation cumulated between 2013 and 2017, shall be situated under the GDP growth in real terms (only 10,4 % as opposed to 11,6 %). In order to form a simple image of the evolution that shall take place during the following four years, the purchasing power of 100 RON of 2013 shall be equivalent to 110,40 RON in 2017. The appreciation of the RON against the Euro shall increase indirectly, as well as the domestic prices expressed in Euro. The imported goods shall become more competitive in relation to those manufactured in the country, and the domestic producers (at the level of delivery prices), and the retailers (at the level of the charged trade margin), shall have to adjust to this situation.  
Table no.5 The GDP, annual inflation and exchange rate dynamics during the 2011-2017 period Year 2011 2012 2013 2014 2015 2016 2017 2017/2013GDP (billion RON) 557,3 586,7 628,6 664,4 698,8 737,2 778,5 - GDP (billion Euro) 131,5 131,7 142,3 149,3 158,8 167,5 178,1 - GDP Increase (RON) (%) 2,3 0,6  3,5 2,3 2,5 3 3,3 11,60 % GDP Increase (Euro) (%) - 0,2 8 4,9 6,4 5,5 6,3 25,20 % Average annual inflation (%) 5,79 3,33 3,98 2,4 2,8 2,5 2,3 10,40 % 

Exchange rate Euro/RON 4,24 4,46 4,42 4,45 4,4 4,4 4,37 - 1,10 % 
Source: National Prognosis Commission, Medium term forecast for 2014-2017 period – winter version 2014. 

 
Chart no. 1. The Evolution of Gross Domestic Product (billion lei) between 2011- 
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Chart no. 2. The Evolution of Gross Domestic Product (billion euro) between 2011-2017 

178.1
167.5158.8

149.3142.3
131.7131.5

0
20
40
60
80

100
120
140
160
180
200

2011 2012 2013 2014 2015 2016 2017

PIB (mld. euro)  
Chart no. 3. The evolution of Yearly average Inflation (%) between 2011 - 2017  
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Inflaţia medie anuală (% )   For the adoption of the Euro currency, the minimal living standard considered by the Executive is 60 % of the European average of the GDP / capita (Buhociu, 3). This would mean to offset the disparity of about 15 % in relation to the current situation, in which we are situated around 52 % of the GDP. In practice, it is a very difficult thing to achieve in a medium term (up to five years of time). This is also the explanation for the reluctance on setting a date, even one for reference only, for the Euro adoption. Those 11,6 % do not cover the mentioned disparity, and the EU average would not stop its variation, waiting for us to perform. Even if we perform the criteria established in Maastricht, the permanent adoption of the Euro would make the approach to the western standards of living more difficult. Unlike our colleague of accession to the EU, Bulgaria, we do not have the national currency rate fixedly linked to the single European currency. The Bulgarian parity of 1,9596 leva / Euro prevents an increase in the purchasing power, by way of leva appreciation. Our controlled floating exchange rate can help, if we succeed in appreciating the RON in real terms against the Euro, and in keeping the price growth at its lowest, not only for RON, but for Euro too. Strictly hypothetically speaking, but suggestively for the situation we are in, at the sustainable exchange rate of 3,90 RON / Euro (it was 3,91 RON / Euro in the last month of 2008, at a GDP similar to the one of 2014), and at the current prices, we would have a  standard of living at the purchasing power parity standard of approximately 60 % of the EU average. Which would have made it possible for us, to enter the Euro anteroom (ERM II mechanism), as soon as we met the Maastricht criteria, and the adoption of a single currency would have followed within a two year period. The point is that the RON appreciation and the keeping under a strict control of the price growth are at least as important as the wage claims, or the pension increases. Moreover, the subsequent maybe should never be undertaken, if they undermine 
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the aforementioned. Otherwise we would not do anything else, but circulate the increasingly „thinner”, and farther from its necessary „weight” RON, for the Euro transition. 
 
4. Conclusions  From the correlated analysis performed on the information, offered by N.B.R., N.I.S., and N.P.C. it resulted that we can estimate a GDP growth of 25,20 % (in Euro), and of 11,60 % (in RON) until the 2017. The difference is due to the favourable forecast of the RON / Euro rate that should gain 1,1 % in 2017 in relation to 2011. These estimations might be fulfilled in terms of a declining inflation (of 2,3 % in 2017), constant in relation to the previous years.  
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