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Double digit wage growth in Romania for the
third year in a row
This was the third consecutive year with double-digit wage growth driven
by public sector salaries which jumped over 20%
2018 ended with an average net wage rise of 13.1%, with public sector employees getting a 20%
pay rise versus 11% for private sector jobs. Generous public wage policy is likely to continue with
an almost 19% increase assumed in the state budget draft.
These policies are feeding similar expectations for income outlook, and the unions are likely to be
opportunistic during election years and ask for more. Meanwhile, a tight labour market with an
unemployment rate at a new all-time low of 3.8% and relative FX overvaluation are already taking
their toll with the manufacturing sector slashing jobs over the past year. Employment continued
to slow down to 1.6% year on year in November versus an average increase of 3% in 2017, with a
peak of 3.6% YoY from February 2016 way behind us now.
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While the Philips curve relation has weakened significantly, we can’t really ignore non-linearities
which could kick-in from a certain level of wages. On the other hand, job creation should turn less
growth supportive. All signs are pointing that there is scope for further currency weakness.
Still, high FX pass-through into CPI is preventing the central bank to allow a corrective local
currency weakness. The finance ministry revealed that at the next meeting of the National
Committee for Macroprudential Oversight scheduled on 18 February will discuss with the central
bank measures to enforce pricing behaviour in the economy in local currency. In our view, this
should diminish the FX pass-through, but old habits die slowly - it could also open the way to a
significant change in the central bank's reaction function.
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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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