
Romania: Budget deficit widens to -0.81% of 
GDP
The deficit in September widened from -0.78% at the end of August and -
0.49% for the first nine months of 2016

Budget revenues increased by 8.8% YoY. Current revenues expanded by 6.4% YoY and are 
gradually nearing the full-year target of a 7.4% advance. Budget expenditures spiked by 10.5% 
YoY driven by the 21.6% increase of the wage envelope, which is significantly above the full year 
plan of 12%. Current expenditures were also up by 3.6% YoY versus initial plans for some savings 
from this item. Capex spending was down by -20.3% versus the same period of 2016, falling even 
deeper behind the initial plans.

Despite large spending in the last two months of the year, 
this year’s budget gap target of -2.96% of GDP looks 
easily achievable

This is likely to bring significant surplus liquidity into the money market and, provided that the 
depreciation pressure on the RON does not intensify prompting large FX interventions from the 
NBR, we should see funding rates heading lower into the year-end.

Fiscal gap wider than in the last years
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For the next year, the government is yet to present the budget plan which should be submitted to 
the parliament by the end of October, according to the PSD head. While it is likely to be stretched 
in terms of macroeconomic assumptions with ambitions to improve tax collection likely included in 
baseline scenario, we expect the 2018 budget draft to target a deficit of 3.0% of GDP. Similar 
expectations hold for the NBR Board as well, which made reference in its latest minutes of ‘the 
possibility of further corrective fiscal measures in the context of defining the outline of the 2018 
budget’.

The VAT gap is always cited as a resource

While the government might adopt compensatory measures, yet to be revealed, the risk of 
overshooting the target in 2018 are material. Still, the nature of the shift in the allocation of 
government spending and the identification of the budget resources are likely to be 
inflationary.
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Disclaimer
This publication has been prepared by the Economic and Financial Analysis Division of 
ING Bank N.V. ("ING") solely for information purposes without regard to any particular 
user's investment objectives, financial situation, or means. ING forms part of ING 
Group (being for this purpose ING Group NV and its subsidiary and affiliated companies).
The information in the publication is not an investment recommendation and it is not 
investment, legal or tax advice or an offer or solicitation to purchase or sell any 
financial instrument. Reasonable care has been taken to ensure that this publication 
is not untrue or misleading when published, but ING does not represent that it is 
accurate or complete. ING does not accept any liability for any direct, indirect or 
consequential loss arising from any use of this publication. Unless otherwise stated, 
any views, forecasts, or estimates are solely those of the author(s), as of the date of 
the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different 
jurisdictions and persons into whose possession this publication comes should inform 
themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be 
reproduced, distributed or published by any person for any purpose without the prior 
express consent of ING. All rights are reserved. The producing legal entity ING Bank 
N.V. is authorised by the Dutch Central Bank and supervised by the European Central 
Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial 
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 
33031431 Amsterdam). In the United Kingdom this information is approved and/or 
communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is 
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V., 
London branch is registered in England (Registration number BR000341) at 8-10 
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this 
report or effect transactions in any security discussed herein should contact ING 
Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of 
ING, and which has accepted responsibility for the distribution of this report in the 
United States under applicable requirements.
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