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BULGARIA 

COMMENTS 
 

Recent political and other developments 
 

Parliamentary elections took place on 25 June.  
The ‘Coalition for Bulgaria’, an election 
coalition led by the Bulgarian Socialist Party 
including a number of smaller left-wing parties, 
won the elections with 34% of the votes.  The 
ruling coalition parties, the National Movement 
Simeon II and the Movement for Rights and 
Freedoms, ended in second and third place with 
22% and 14%.  Seven parties passed the four-
percent threshold and entered Parliament 
implying that forming a majority for a new 
government might be more complicated.  
Coalition talks were still going on at the time of 
publication. 

The Accession Treaty of Bulgaria and Romania 
was signed in Luxembourg on 25 April 2005.  It 
was ratified by the Bulgarian Parliament in a 
special plenary session on 11 May. 

Additional measures have come into effect on 
1 April to curb the high rate of bank credit 
growth.  The Bulgarian National Bank has 
effectively imposed ceilings on further credit 
expansion by increasing reserve requirements 
for banks to prohibitive levels if their loan 
portfolio increases by more than 5% in a quarter, 
12.5% in a six-month period, 17.5% in a nine-
month period and 23% in a twelve-month 
period. 

The first review under the pre-cautionary stand-
by arrangement with the IMF was successfully 
concluded in May, including a revision of the 
fiscal target for the current year from a deficit of 
0.5% of GDP to a 1% surplus. 

In June, the government announced that it would 
buy back the remaining Brady bonds of a 
nominal value of USD 648 million at the end of 
July. 

 

Output and demand 
 

Year-on-year real GDP growth was 6.0% in the 
first quarter, continuing the strong performance 
recorded in 2004 with 5.6% annual growth.  
Economic growth remains mainly driven by 
strong domestic demand, increasing by 7.3% in 

the first quarter after a slightly more moderate 
rise for the whole year 2004.  Investment 
continued to grow fast, by 9.2% in the first 
quarter after 12% in 2004.  The volume of 
imported goods and services again exceeded 
exports by 11.1% of GDP, which negatively 
affected GDP growth by about 2.7 percentage 
points. 

This largely follows the pattern in 2004 when 
real GDP growth was above 4% for the fifth 
consecutive year.  Strong bank credit growth, 
higher incomes and increasing employment have 
been fuelling domestic demand, while the 
external balance remains in a deficit. 

Industrial production kept on growing at double-
digit rates since early 2003, but has been slightly 
cooling off at the start of the year.  In March and 
April the year-on-year increase in production 
was back at around 14%. 

Business survey indicators show a clear upward 
trend in industrial confidence since 2003.  The 
industrial outlook remained positive in the first 
two quarters, mainly due to an optimistic 
assessment of production developments.  
Consumer confidence continued to improve 
steadily in the first half of 2005 but still remains 
negative. 

 

Labour market 
 

Unemployment (ILO methodology) reached 
11.3% of the labour force in the first quarter, 
compared to 13.3% one year earlier.  According 
to the Labour Force Survey, employment growth 
was 2.0% in the first quarter, slightly less than 
the 2.9% recorded in the same period in 2004. 

According to National Statistical Institute data, 
nominal wages increased by 9.5% in the first 
quarter compared to 6.6% in the first quarter 
2004 and 7.0% for the whole year 2004.  
Deflated by consumer price inflation, this 
implies real wage growth of about 0.9% in 2004 
and 5.7% in the first quarter 2005. 
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International transactions 
 

The trade deficit continued to widen further 
from an already record-high of 14.4% in the last 
quarter of 2004 to 14.7% in the first quarter.  
Both export and import growth slowed down 
somewhat but remained buoyant at annualised 
rates of around 20%.  Unlike in the previous two 
quarters, export growth was outpaced by import 
growth in the first quarter.  In April, commodity 
exports again grew more strongly than imports 
at 24.7% as compared to 18.3%. 

After a significant narrowing in the second half 
of 2004, the current account deficit widened 
again to 8.5% of GDP in the first quarter, up 
from 7.6% in the previous quarter and 7.4% for 
the whole year. 

The high current account deficit was to a large 
extent financed by FDI.  The latter reached 7.8% 
of GDP in the first quarter, down from 10.0% in 
the previous year and continuing the declining 
trend in FDI inflows observed in the second half 
of 2004. 

 

Prices 
 

Consumer price inflation (interim HICP) slowed 
down further to 3.8% in the first quarter after an 
average rate of 6.1% in 2005.  In April, inflation 
accelerated to 5.1% due mainly to increases in 
food prices and in prices for telecommunication 
services.  Food prices fell again in May implying 
a negative monthly inflation rate and bringing 
year-on-year inflation back down to 4.6%. 

The increase of producer prices slowed down to 
6.3% in the first quarter from 7.0% in the 
previous quarter, but remained above the 
average increase in 2004.  Similar to consumer 
prices, producer price inflation accelerated in 
April before falling back to 5.8% in May. 

 

Monetary and financial indicators 
 

In 2004, loans of domestic banks to the private 
sector continued to grow at a rate of close to 
50% which persisted in January and February.  
Bank credits to the private sector exceptionally 
grew by almost 75% in March, partly in 
anticipation of the additional measures to curb 
credit growth entering into force in April.  With 
credit ceilings taking effect in April, credits 
declined compared to the previous month and 

remained almost stable in May, bringing the 
year-on-year growth rate down again to 50% in 
May.  Lending to private households increased 
by almost 80% in the first five months compared 
to the previous year with mortgage loans 
increasing most rapidly; credits to private 
enterprises were up by almost 40%. 

Short-term interest rates continued to decline in 
2004 from around 3.5% at the beginning of the 
year to 2.75% in December.  After a further 
temporary decline to 2.55% in January, rates 
have remained more or less stable at 2.75% until 
June.  Government bond yields remained at 
historically low levels. 

The index of the Sofia stock exchange (SOFIX) 
reached an all-time record high in early March, 
but declined again afterwards. However, in early 
June, the level was still about 16% above the 
level in the fourth quarter of 2004.  

In view of the currency board which pegs the lev 
to the euro, the Bulgarian currency followed the 
development of the euro vis-à-vis the US dollar.  
As a consequence, the nominal effective 
exchange rate started to depreciate slightly in the 
first quarter. 

 

General government balance 
 

The general government balance (ESA 95) 
showed an increased surplus of 1.3% in 2004, 
reflecting revenue over-performance as a result 
of strong growth and attempts to contain the 
widening current account deficit by limiting 
public expenditures.  The pattern of revenue 
over-runs continued in the first quarter with the 
accumulated budget surplus reaching 1.3% of 
GDP on a cash basis.  Consequently, the Fiscal 
Reserve Account, which had temporarily fallen 
to around 9% of GDP following the buy-back of 
Brady bonds in January, increased again to more 
than 12%. 

In the fiscal notification to the Commission of 
March 2005, the Bulgarian authorities reported a 
continued decline in the level of general 
government debt (ESA 95 methodology) 
reaching 38.8% of GDP in 2004, down from 
46.3% in 2003 and 54.0% in 2002. 
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TABLE 

European Commission, ECFIN-D-1

BULGARIA

2000 2001 2002 2003 2004 200403 200404 200501 200502 200504 200505 200506
Q3 Q4 Q1 Q2 Apr May Jun

1  Output and demand
Industrial confidence 1.1 Balance -9.5 -6.2 -5.2 -2.1 0.1 0.5 1.6 1.2 2.0 1.8 2.7 1.6
Industrial production 1.2 Ann. % ch N.A. 2.2 4.6 14.0 17.7 17.1 19.4 11.1 : 13.9 : :
Gross domestic product 1.3 Ann. % ch 5.4 4.1 4.9 4.5 5.6 5.8 6.2 6.0 : N.A. N.A. N.A.
Consumer confidence 1.4 Balance N.A. N.A. -31.2 -31.7 -27.7 -29.2 -27.8 -25.3 -22.2 -25.8 -21.5 -19.3
Private consumption 1.5 Ann. % ch 4.9 4.6 3.4 7.1 4.8 3.8 6.5 7.3 : N.A. N.A. N.A.
Gross fixed capital formation 1.6 Ann. % ch 15.4 23.3 8.5 13.9 12.0 12.6 9.9 9.2 : N.A. N.A. N.A.
Change in stocks 1.7 % of GDP 2.6 2.4 1.5 2.4 2.6 2.3 2.6 2.5 : N.A. N.A. N.A.
2  Labour market
Unemployment 2.1 % 16.9 19.8 17.8 13.7 12.0 11.0 11.8 11.3 : : : :
Employment 2.2 Ann. % ch NA -3.4 1.5 3.5 3.1 3.1 3.1 2.0 : : : :
Wages 2.3 Ann. % ch 12.8 8.3 6.6 6.2 7.0 7.8 8.0 9.5 : : : :
3  International transactions 
Exports of goods 3.1 Ann. % ch 40.7 8.8 6.1 10.0 19.9 24.9 31.4 20.8 : 24.7 : :
Imports of goods 3.2 Ann. % ch 37.8 14.7 3.5 14.4 20.8 20.1 27.3 22.5 : 18.3 : :
Trade balance 3.3 % of GDP -9.4 -11.7 -10.2 -12.5 -14.0 -13.9 -14.4 -14.7 : N.A. N.A. N.A.
Exports goods and services 3.4 % of GDP 55.7 55.6 53.1 53.6 58.4 56.7 58.4 59.4 : N.A. N.A. N.A.
Imports goods and services 3.5 % of GDP 61.1 63.1 59.8 63.0 68.7 66.3 68.7 70.5 : N.A. N.A. N.A.
Current account balance 3.6 % of GDP -5.6 -7.3 -5.6 -9.2 -7.4 -7.2 -7.6 -8.5 : N.A. N.A. N.A.
Direct investment (FDI, net) 3.7 % of GDP 8.0 5.9 5.8 10.3 8.4 5.0 8.7 7.8 : N.A. N.A. N.A.
4  Prices 
Interim HICP 4.1 Ann. % ch 10.3 7.4 5.8 2.3 6.1 6.8 4.7 3.8 : 5.1 4.6 :
GDP Deflator 4.2 Ann. % ch 7.1 7.0 3.9 2.3 4.4 4.7 4.0 2.6 : : : :
Producer prices 4.3 Ann. % ch NA 3.6 1.3 4.9 6.0 7.9 7.0 6.3 : 7.6 5.8 :
Import prices 4.4 Ann. % ch NA -1.7 -3.9 -4.4 7.5 9.2 11.6 5.8 : : : :
5  Monetary and financial indicators 
Interest rate (3 months) 5.1 % p.a. 4.6 5.1 4.9 3.6 3.3 3.0 2.9 2.7 2.7 2.7 2.7 2.8
Bond yield  5.2 % p.a. NA 7.1 6.7 5.4 4.8 5.0 4.4 3.7 3.5 3.6 3.5 3.3
Stock markets 5.3 Index NA 94.6 143.1 324.7 534.0 558.1 632.0 820.8 768.3 783.2 788.7 733.0
M3 5.4 Ann. % ch 28.1 27.6 17.7 16.6 22.5 22.5 20.6 28.8 : 28.0 29.0 :
Exchange rate BGN/EUR 5.5 Value 1.95 1.95 1.95 1.95 1.95 1.96 1.96 1.96 1.96 1.96 1.96 1.96
Nominal eff. exchange rate 5.6 Index 99.9 106.5 111.2 117.6 119.5 119.2 120.4 119.4 : : : :
6  Government balance and debt
General government balance 6.1 % of GDP -0.5 1.4 -0.2 0.6 1.3 3.6 1.8 1.3 : N.A. N.A. N.A.
General government debt 6.2 % of GDP 73.6 66.2 54.0 46.3 38.8 44.5 42.0 37.7 : N.A. N.A. N.A.

 



5 

CHARTS 
European Commission, ECFIN-D-1

BULGARIA
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CROATIA  

COMMENTS

 

Recent political and other developments 
 

Local elections in May ended with a loss of 
votes for the ruling HDZ, which however 
remains the most popular party in the country, 
according to a recent poll by a domestic research 
institute. 

In June and July, an IMF mission continued 
talks on the implementation of the current stand-
by arrangement.  The first review by the Board 
is now expected for September. 

 

Output and demand 
 

Following a deceleration of real GDP growth 
from 4.3% in 2003 to 3.8% in 2004, growth of 
economic activity in the first quarter of 2005 
continued to slow down to 1.8%.  This was 
mainly the result of lower private consumption 
growth of 2.4%, down from 3.9% in the first 
quarter of 2004.  Real investments virtually 
stagnated (0.3%), compared to an increase of 
8.9% a year ago.  Real exports of goods and 
services grew by a meagre 1%, and net exports 
posted a negative contribution to growth after 
positive contributions in the preceding two 
quarters.  Retail trade growth slowed to 1.1% in 
real terms in the first four months, compared to 
2% in the same period of 2004 and 2.6% in 
2004.  In the same period, construction activity 
dropped by 6.6% year on year, partly reflecting 
the gradual termination of public infrastructure 
projects.  Most recent data on industrial output 
growth may suggest an acceleration of economic 
activity during the second quarter.  Year-on-year 
growth increased to 6% in April and further to 
8.3% in May compared to 1.9% in the first 
quarter.  However, some market observers, 
including the IMF, have revised their growth 
projections for 2005 downwards. 

 

Labour market 
 

Unemployment remains high, although the 
situation on the labour market has slightly 
improved during 2004.  The official average 

unemployment rate fell from 19.5% in 2003 to 
18.2% in 2004.  Following a rise to above 19% 
in February 2005, it came down to 18% in May.  
Annual employment growth slowed down from 
2.1% in the last quarter of 2004 to around 0.6% 
in the first five months of 2005.  For 2004, the 
Labour Force Survey recorded a reduction of the 
unemployment rate to 14.2%, down from 14.7% 
in 2003, and an employment growth of 1.6%. 

Average wages recorded a nominal growth of 
4.4% year-on-year in the first quarter, following 
an annual increase of 6.1% in 2004.  Deflated by 
consumer price changes, this translates into a 
real wage increase of 1.3%.  In April, annual 
wage growth slowed down to 3.1%, slightly 
above the annual average increase in consumer 
prices in that month.  

 

International transactions 
 

Recent balance-of-payments data for 2004 show 
a considerable reduction of the trade deficit by 
3 percentage points, from 27.4% of GDP in 
2003 to 24.3% in 2004, as a result of strong 
exports.  The 2004 current account deficit was 
4.7% of GDP, markedly down from 7% in 2003.  
The first quarter saw a significant decline in the 
growth of exports to 1.3% (down from 7.8% in 
the first quarter of 2004), but also lower import 
growth (3.9% compared to 7% a year ago).  On 
a four quarter rolling basis, the trade deficit as a 
share of GDP has not changed, but the current 
account deficit increased slightly to 4.9%, due to 
a lower surplus in trade with services. 

The year 2004 recorded a significant decline in 
net capital inflows as compared to 2003.  In 
particular, net FDI shrank to 2.6% of GDP from 
6.9% in 2003.  This reflects exceptional FDI 
inflows in 2003 and a significantly slower pace 
of privatisation throughout 2004. Although the 
surplus in the capital and financial account 
dropped 25% compared to 2003, it still more 
than offset the current account deficit, leading to 
further reserve accumulation.  Net FDI inflows 
in the first quarter of 2005 further declined to 
2.3% of GDP.  
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At the end of May 2005, official reserve assets 
of the Croatian National Bank stood at a level of 
EUR 7 billion, almost 10% higher than a year 
ago and equivalent to more than 5 months of 
2004 imports of goods and services.  Gross 
external debt, which increased markedly over 
the past years and was driven by strong 
commercial bank borrowing from abroad, seems 
to have stabilised at around 82% of GDP (in 
euro terms) since end-2004.  

 

Prices 
 

Average consumer price inflation increased 
slightly to 2.1% in 2004 from 1.8% a year 
before.  However, due to increased prices of 
energy, transport and food, year-on-year 
inflation accelerated significantly in the second 
half of the year, leading to an end of period 
inflation of 2.7% in December. Annual average 
inflation increased further to 2.7% in May 2005 
and is now expected to move towards 3% for the 
year as whole.  Producer prices have also 
increased significantly, by 4.5% in April and 
2.3% in May year on year, following an annual 
increase of 3.5% in 2004. 

 

Monetary and financial indicators 
 

A continuation of relatively tight monetary 
policies has resulted in a slowing growth trend 
of monetary and credit aggregates in the 
Croatian economy.  Growth of M4 declined 
from 11.4% in 2003 to 8.2% in 2004, but 
slightly increased to 8.7% in the first quarter of 
2005. Annual domestic credit growth to the non-
banking sector came down from 14.6% in 2003 
to 14% in 2004 and 11.9% in April 2005.  Bank 
lending to households has been growing stronger 
(19.4%) than lending to enterprises (7.8%).  

Average (three months) interest rates declined 
from 6.5% in the first quarter to 5.7% in the 
second quarter of 2005.  Average lending rates 

for credits that are not indexed to a foreign 
currency have decline during the first four 
months from 11.8% in January to 11.6% in April 
2005. 

The appreciation trend of the Kuna continued.  
The average exchange rate of the Kuna 
appreciated by 0.8% against the euro during the 
first quarter of 2005 and by 2.2% in April 2005.  
In nominal effective terms, the Kuna appreciated 
by 2.9% in the twelve months to May 2005.  The 
real effective exchange rate deflated with 
consumer prices appreciated by 4.4% year on 
year in April.  

 

General government balance 
 

In 2004, the general government budget deficit 
was 4.9%, instead of the 4.5% that were targeted 
under the current IMF programme and officially 
announced in the first Croatian Pre-Accession 
Economic Programme.  This higher deficit was 
mainly due to an underperformance of revenues 
towards the end of the year and a further 
accumulation of health sector arrears.  Budget 
performance in 2005 so far suggest the fiscal 
deficit target of 3.7% of GDP is very unlikely to 
be met as revenues, in particular indirect taxes, 
have been underperforming.  As a result, the 
first quarter deficit already accounts for some 
almost 90% of the planned deficit for the year as 
a whole (on a cash basis).  Against this 
background, the government intends to submit 
an amended budget 2005 to Parliament.  In this 
context, the fiscal deficit target will be revised 
upwards to 4.2% of GDP.  

The stock of public debt increased from 41.5% 
of GDP at end-2003 to 44.2% at end-2004, not 
including contingent liabilities of around 9% of 
GDP.  Preliminary data for the first quarter of 
2005 show a further increase in public debt by 
4.6%.  At the same time, the shift toward 
domestic debt financing has continued and the 
share of domestic debt increased to around 50% 
(up from 42% at end-2004).  
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TABLE 

European Commission, ECFIN-D-1

CROATIA

2000 2001 2002 2003 2004 200403 200404 200501 200502 200504 200505 200506
Q3 Q4 Q1 Q2 Apr May Jun

1  Output and demand
Industrial confidence 1.1 Balance N.A. N.A. N.A. N.A. N.A. : : : : : : :
Industrial production 1.2 Ann. % ch N.A. 6.3 5.4 4.2 3.1 2.3 3.6 1.9 : 6.0 8.3 :
Gross domestic product 1.3 Ann. % ch 2.9 4.4 5.2 4.3 3.8 3.6 3.6 1.8 : N.A. N.A. N.A.
Consumer confidence 1.4 Balance N.A. N.A. N.A. N.A. N.A. : : : : : : :
Private consumption 1.5 Ann. % ch 4.2 4.5 7.5 4.1 3.9 4.0 3.8 2.4 : N.A. N.A. N.A.
Gross fixed capital formation 1.6 Ann. % ch -3.8 7.1 12.0 16.8 4.4 0.5 0.9 0.3 : N.A. N.A. N.A.
Change in stocks 1.7 % of GDP -1.6 1.6 3.8 2.9 2.6 2.8 2.6 2.8 : N.A. N.A. N.A.
2  Labour market
Unemployment 2.1 % 16.5 16.3 15.2 14.7 14.2 17.3 18.4 19.3 : 18.7 18.0 :
Employment 2.2 Ann. % ch 4.9 -5.4 4.4 0.1 1.6 2.2 2.1 0.6 : 0.5 0.7 :
Wages 2.3 Ann. % ch 7.0 1.3 8.7 5.1 6.1 6.7 5.9 4.4 : 3.1 : :
3  International transactions 
Exports of goods 3.1 Ann. % ch 20.8 4.7 -1.3 7.6 17.3 27.9 16.8 1.3 : : : :
Imports of goods 3.2 Ann. % ch 17.5 14.6 12.6 13.9 5.1 2.7 2.4 3.9 : : : :
Trade balance 3.3 % of GDP -17.5 -20.7 -24.6 -27.3 -24.3 -25.4 -24.3 -24.4 : N.A. N.A. N.A.
Exports goods and services 3.4 % of GDP 47.1 48.4 45.4 47.1 47.5 47.3 47.5 47.1 : N.A. N.A. N.A.
Imports goods and services 3.5 % of GDP 52.3 54.5 54.7 56.8 55.7 56.2 55.7 55.4 : N.A. N.A. N.A.
Current account balance 3.6 % of GDP -2.6 -3.7 -8.6 -6.9 -4.6 -5.4 -4.6 -4.9 : N.A. N.A. N.A.
Direct investment (FDI, net) 3.7 % of GDP 5.7 5.9 2.7 6.9 2.6 4.9 2.6 2.3 : N.A. N.A. N.A.
4  Prices 
CPI 4.1 Ann. % ch 4.6 3.7 1.7 1.8 2.1 1.8 2.3 3.1 : 2.5 2.6 :
GDP Deflator 4.2 Ann. % ch 4.7 4.0 2.9 3.2 3.3 2.9 -0.6 0.3 : : : :
Producer prices 4.3 Ann. % ch 3.5 : : : : 4.5 2.3 :
Import prices 4.4 Ann. % ch N.A. N.A. N.A. N.A. N.A. : : : : : : :
5  Monetary and financial indicators 
Interest rate (3 months) 5.1 % p.a. N.A. N.A. 4.6 5.4 7.3 7.8 7.0 6.5 5.7 5.7 5.3 6.2
Bond yield  5.2 % p.a. N.A. N.A. N.A. N.A. N.A. : : : : : : :
Stock markets 5.3 Index 851.4 971.0 1166.8 1128.9 1284.5 1267.5 1539.0 1950.7 1777.2 1788.5 1735.7 1807.5
M4 5.4 Ann. % ch 15.3 31.6 30.8 11.4 8.2 7.8 8.6 8.7 : 7.8 10.3 :
Exchange rate HRK/EUR 5.5 Value 7.63 7.48 7.42 7.58 7.50 7.45 7.59 7.50 : 7.36 7.33 :
Nominal eff. exchange rate 5.6 Index 101.4 100.0 97.8 94.9 91.7 90.7 91.3 90.5 : : : :
6  Government balance and debt
General government balance 6.1 % of GDP N.A. -6.5 -4.2 -4.6 -5.2 : : : : N.A. N.A. N.A.
General government debt 6.2 % of GDP N.A. 40.1 39.9 41.5 44.2 : : : : N.A. N.A. N.A.
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CHARTS 
European Commission, ECFIN-D-1

CROATIA
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ROMANIA  

COMMENTS 
 

Recent political and other developments 
 

The Accession Treaty of Bulgaria and Romania 
was signed in Luxembourg on 25 April 2005.  It 
was ratified by the Romanian Parliament in a 
special plenary session on 17 May.  Provided 
sufficient progress in implementing “acquis” and 
in preparing for assuming the obligations of 
membership, accession is foreseen for 1 January 
2007.  
On 7 July, Prime Minister Tăriceanu announced 
that the Government will resign and early 
elections be called. The decision was caused by 
the decision of the Constitutional Court to reject 
as unconstitutional a series of articles from the 
package of laws on justice reform. This set of 
laws had been pushed through Parliament in a 
confidence vote. While the government has not 
formally stepped back, consultations have been 
held with President Basescu in order to start the 
procedures for early elections, which would be 
held before 2 October.  
Following the new government’s tax reform in 
December 2004, the 2nd and 3rd review under 
Romania’s Stand-By Arrangement with the IMF 
could not be concluded.  Differences of opinions 
continue to exist on the fiscal measures 
necessary to permanently strengthen the revenue 
base as of 2006 and the need for a prudent wage 
policy.   

 

Output and demand 
 

For 2004, preliminary figures show that GDP 
grew by 8.3%, up from 5.2% in 2003.  Growth 
was driven by a further strengthening of 
household consumption, growing by 10.8%, on 
the back of high real wage gains, and by strong 
gross fixed capital formation, growing by 
10.1%.  Although exports accelerated to a 
growth rate of 14.1%, they continued to be 
outpaced by rapid import growth of 17.8% due 
to higher demand for both consumer and 
investment goods.  As a result, net exports 
contributed negatively by 2.8% of GDP to real 
growth.  

In the first quarter of 2005, household 
consumption grew by 12.5%, thereby keeping 
up the high growth of close to 13% from the 

second half of 2004.  The noticeable slowdown 
gross fixed capital formation recorded in the last 
quarter of 2004 continued in the first quarter of 
2005 with a year-on-year growth of 5.2%.  Also, 
some loss of momentum in export volume 
growth has occurred since the last quarter of 
2004, which could be a first sign of rapid 
exchange rate appreciation affecting the trade 
balance negatively. 

On the supply side, the high activity has been 
broad based as both the services and industrial 
sectors have shown considerable strength, 
growing by 6.8% and 5.0% respectively in the 
first quarter of 2005.  After very strong 
construction activity in 2004, which increased 
by 9.0% on the back of improved access to 
mortgage credits and improving consumer 
confidence, indicators point to a slight 
moderation of construction activity in the first 
months of 2005.  

 

Labour market 
 

The moderate decline in unemployment over the 
course of 2004, from 7.8% in the first quarter to 
6.4% in the fourth quarter, accelerated to 5.6% 
in the first quarter of 2005. Registered 
unemployment was 5.7% in April 2005 as 
compared to 7.4% one year earlier.  After having 
declined by 3% in 2003, total employment 
(Labour Force Survey) went up by 1.5% in 
2004.  National data for April 2005 show that 
employment was 3.3% higher than one year 
earlier. 
Based on data from the National Statistical 
Institute, net nominal wages in April were 
24.5% higher than one year before, having 
increased by 2.8% over the previous three 
months.  Deflated by consumer price inflation, 
real wages grew by 13.3% compared to April 
last year, coming down by 1.9%-point from 
January 2005.  
 

International transactions 
 

Export growth accelerated in 2004 to reach 
21.3% for the year, but continued to be outpaced 
by rapid imports of 24.0%.  As a result, the trade 
deficit grew to 9.0% of GDP.  For the first five 
months of 2005, the trade deficit has widened 
further following a slight slow down of export 
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growth to 17.4%, while import growth remained 
strong at 22.7%.  The current account deficit 
widened to 7.5% of GDP in 2004. For the first 
four months of 2005, the deficit remained 
around this level, but was 77% higher than in 
2004 in absolute terms.  Improved accounting of 
re-invested profits, which affects the incomes 
balance negatively, explains around 0.6% of 
GDP of the deterioration in 2004, but the more 
negative goods and services balance is the main 
reason for the wider deficit. Increasing 
remittances continue to mitigate the adverse 
impact on the deficit from trade flows.  
In 2004, net inflows of foreign direct investment 
(FDI) more than doubled and amounted to 7.1% 
of the 2004 GDP, due both to increasing green 
field investments and the completion of a 
number of major privatisations.  The large 
inflows facilitated the financing of the current 
account deficit in 2004, but for the first four 
months of 2005 net FDI has returned to a more 
moderate level, while the external financing 
need remains high.  The National Bank of 
Romania continues to accumulate large foreign 
exchange reserves, which by end-April covered 
5.7 months of imports. 

 

Prices 
 

In 2004, consumer prices were on average up by 
11.9% while the end-year inflation stood at 
9.3%, slightly above the authorities’ target of 
9%.  For the first five months of 2005, inflation 
picked up to 10% year-on-year.  In March 2005, 
the increase in producer prices decelerated to 
13.6% year-on-year from 18.9% in September 
2004, caused notably by lower prices for raw 
materials, but the trend is expected to reverse 
due to the recent raise of administered prices and 
excise tax. 
High aggregate demand, sizeable real wage 
gains, high energy prices internationally and 
adjustments of administered prices added to 
inflationary pressures, while the moderation of 
inflationary expectations and the strong 
appreciation of the leu helped to uphold 
disinflation.  Productivity gains due to industrial 
restructuring and investments also contribute to 
mitigating inflationary pressures.  Overall, 
inflation may decline at a slower pace during 
2005 due to further adjustments of administered 
prices and tax hikes.  The end-year inflation 
target of 7% was revised upwards by 0.5%-
points by the central bank. 

 

Monetary and financial indicators 
 

As a result of the implementation of measures in 
the banking system aimed at slowing credit 
growth, private sector credit growth moderated 
to about 26% in real terms in 2004, down from 
nearly 50% in 2003.  After declining further 
below 22% in real terms in January and 
February, private credit growth bounced back to 
the 26% level in May 2005, mainly due to the 
acceleration of the RON component’s growth to 
17.7%-points in real terms.  The central bank 
lowered its monetary policy rate by a cumulative 
625 basis points since September 2004, in order 
to avoid large speculative inflows on the 
occasion of granting access to RON deposits for 
foreigners starting 11 April 2005.  Commercial 
banks have subsequently cut loan and deposit 
rates, and the interest lending-deposit rate spread 
has narrowed.  The partial liberalisation of the 
capital account proceeded in a smooth manner, 
without unmanageable high capital inflows and 
upward pressure on the RON, but the more 
accommodative monetary stance reversed the 
slowdown of private credit growth.  
The new leu – RON – enters into circulation 
from 1 July, both as a result and contributor to 
the disinflation process.  The re-denomination 
process implies cutting four zeros from the 
nominal value of the old currency.  
After a strong rally of 95% in 2004 and 43% in 
the first two months of 2005, the index of the 
Bucharest stock exchange (BET) suffered a 
significant loss of nearly 17% in March.  The 
market continued to be bearish in the second 
quarter of 2005, with corrections on a downward 
trend until a relatively stable level was reached 
in June.  

 

General government balance 
 

In 2004, the general government balance 
(ESA 95) turned out at -1.4% of GDP against 
the background of strong revenue growth and 
public debt declined to 18.5% of GDP.  In 2005, 
continued high growth and better than expected 
collection of VAT, customs and excise duties 
eased the negative impact of the tax reform on 
profit and income tax revenues, which did, 
however, also do better than expected.  Overall, 
the budget recorded a surplus of 0.4% for the 
first five months of 2005. 
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TABLE 

European Commission, ECFIN-D-1

ROMANIA

2000 2001 2002 2003 2004 200403 200404 200501 200502 200504 200505 200506
Q3 Q4 Q1 Q2 Apr May Jun

1  Output and demand
Industrial confidence 1.1 Balance -2.5 -0.7 -1.1 8.3 4.9 4.5 5.4 3.6 -2.1 -3.0 -0.7 -2.6
Industrial production 1.2 Ann. % ch 6.8 8.0 4.4 3.1 5.3 4.7 7.8 5.4 : -2.5 : :
Gross domestic product 1.3 Ann. % ch 2.0 5.7 5.0 5.2 8.3 10.0 9.7 5.9 : N.A. N.A. N.A.
Consumer confidence 1.4 Balance N.A. N.A. -28.2 -28.5 -18.4 -17.3 -15.0 -16.8 -22.4 -22.0 -22.0 -23.1
Private consumption 1.5 Ann. % ch -0.6 7.1 4.7 7.0 8.0 12.9 12.8 12.5 : N.A. N.A. N.A.
Gross fixed capital formation 1.6 Ann. % ch 5.5 10.1 7.3 9.2 10.0 17.3 2.7 5.2 : N.A. N.A. N.A.
Change in stocks 1.7 % of GDP 0.6 1.9 0.4 0.7 0.8 0.7 0.8 0.8 : N.A. N.A. N.A.
2  Labour market
Unemployment 2.1 % 11.2 9.0 NA 7.5 6.8 6.2 6.2 6.2 : 5.7 : :
Employment 2.2 Ann. % ch 2.5 -0.8 NA -4.5 0.8 1.0 1.3 2.6 : 3.3 : :
Wages 2.3 Ann. % ch 39.8 40.5 27.1 25.4 22.5 21.5 22.6 23.1 : 24.5 : :
3  International transactions 
Exports of goods 3.1 Ann. % ch 41.3 12.8 15.1 6.6 21.2 21.8 22.3 17.6 : 20.4 12.9 :
Imports of goods 3.2 Ann. % ch 43.4 22.0 8.4 12.5 23.9 25.2 25.8 24.3 : 27.9 19.2 :
Trade balance 3.3 % of GDP -4.6 -7.4 -5.7 -7.8 -9.0 -9.3 -9.6 -9.6 : N.A. N.A. N.A.
Exports goods and services 3.4 % of GDP 32.9 33.3 35.4 36.0 37.1 37.7 37.1 36.5 : N.A. N.A. N.A.
Imports goods and services 3.5 % of GDP 38.5 41.1 41.1 43.8 46.4 46.7 46.4 46.1 : N.A. N.A. N.A.
Current account balance 3.6 % of GDP -3.7 -5.5 -3.4 -6.2 -7.5 -6.6 -7.5 -7.6 : N.A. N.A. N.A.
Direct investment (FDI, net) 3.7 % of GDP 2.9 2.9 2.5 3.1 7.1 4.3 7.2 2.8 : N.A. N.A. N.A.
4  Prices 
Interim HICP 4.1 Ann. % ch 46.3 34.8 22.8 15.3 11.9 11.9 10.0 8.8 : 10.0 10.0 :
GDP Deflator 4.2 Ann. % ch 44.2 37.4 23.6 19.8 15.8 15.5 : : : : : :
Producer prices 4.3 Ann. % ch 54.1 42.0 24.8 19.9 18.6 20.1 17.6 14.3 : : : :
Import prices 4.4 Ann. % ch -4.8 -3.8 NA NA NA : : : : : : :
5  Monetary and financial indicators 
Interest rate (3 months) 5.1 % p.a. 50.9 40.9 27.4 17.7 19.2 18.7 17.4 12.3 : 8.4 : :
Bond yield  5.2 % p.a. 57.3 N.A. 22.7 11.9 4.8 4.9 4.2 2.0 : : : :
Stock markets 5.3 Index 538.4 661.1 1274.3 1853.8 3212.6 3226.3 4072.3 5684.0 : 4794.4 : :
M2 5.4 Ann. % ch 40.1 42.9 40.6 30.5 32.3 35.3 36.5 41.0 : 43.9 46.7 :
Exchange rate ROL/EUR 5.5 Value 19956 26027 31255 37556 40532 40997 39888 37094 37094 36229 36130 36096
Nominal eff. exchange rate 5.6 Index 80.5 63.8 54.5 47.3 44.3 43.7 45.4 48.6 : : : :
6  Government balance and debt
General government balance 6.1 % of GDP -4.4 -3.5 -2.0 -2.0 -1.4 : : : : N.A. N.A. N.A.
General government debt 6.2 % of GDP 23.9 23.2 23.3 21.3 18.5 N.A. N.A. N.A. N.A. N.A. N.A. N.A.
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CHARTS 
European Commission, ECFIN-D-1

ROMANIA
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TURKEY  

COMMENTS 
 

Recent political and other developments 
 

On 29 June 2005, the Commission proposed to 
the EU Member States a framework for 
accession negotiations with Turkey.  This 
document lays down the guiding principles and 
the procedures for the accession negotiations, in 
line with the conclusions of the European 
Council of December 2004 confirmed by the 
European Council on 17 June 2005.   

The IMF Board approved on 11 May 2005 -
almost five months after the agreement in 
principle was reached- a new Stand By 
Arrangement (2005-2007).  As a result, net 
liabilities of Turkey vis-à-vis the IMF will be 
halved by 2007 to just € 7.5 billion.  The 
programme’s key objectives are disinflation and 
further fiscal consolidation. 

 

Output and demand 
 

Since the 2001 financial crisis, economic growth 
and disinflation have been very strong.  Real 
GDP growth accelerated from 5.8% in 2003 to 
8.9% year-on-year in 2004, helped by strong 
private consumption growth, which was driven 
by lower interest rates, increased consumer 
lending and a surge in private-sector investment 
in machinery and equipment. 

In the first quarter of 2005, growth slowed down 
to 4.8%, close to potential growth (estimated by 
the Turkish authorities at 5.1% in the PEP 
2004).  Growth was broadly equally distributed 
amongst expenditure components.  Private and 
public consumption increased by respectively 
4.0% and 4.3% year-on-year.  Driven by 
stronger construction, gross fixed capital 
formation grew at 6.9% annually.  For the first 
time in more than a year, net exports contributed 
positively to the growth performance.  The 
slowing in growth of domestic demand occurred 
against the background of a temporary blip in 
private consumption in 2004, following pent-up 
demand, which had built up after the 2001-crisis. 

Two sectors expanded significantly faster than 
average: construction and industrial output grew 
by respectively 35.7% and 16.7% in the year to 
the first quarter of 2005.   

 

Labour market 
 

Hopeful signs in late 2004, which suggested that 
the economic expansion started to finally result 
in the recovery of some of the estimated 
1 million jobs lost in the immediate wake of the 
2001 financial crisis, have not been confirmed.  

In general, labour market trends have remained 
remarkably stable over the past 2½ years.  Since 
the beginning of 2002, the official 
unemployment rate has fluctuated around 
10.0%, with ebbs and flows depending on 
seasonal factors.  In March 2005, the official 
rate stood at 10.9%. 

Since early 2004, economic recovery caused an 
acceleration in wage growth throughout the 
economy.  In the first quarter of 2005, real 
hourly wages in manufacturing increased by 
about 5%.  

The government set the 2005 average civil-
servant pay raise at 10.7% in nominal terms, 
which, if enacted in full and government 
projections on inflation are met, would result in 
a public sector real wage growth of 2.7% in 
2005.   

 

International transactions 
 

Vigorous economic growth, low inflation, a 
strong lira and falling interest rates caused 
imports to grow very strongly for over a year.  
In spite of merchandise exports growing at over 
20% annually, external balances continued to 
widen.  The trade balance widened in 2004 by 
€ 6.8 billion to EUR 19.2 million in 2004.  In the 
first five months of 2005, the trade deficit (BOP) 
rose by another 27.3% in EUR terms. 
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The 2004 current account deficit stood at €12.5 
billion (just over 5% of GDP), compared to €7.1 
billion (3.3% of GDP) in 2003.  In January-April 
2005, the current account gap widened by 
another 25.4%. 

In 2004 and the first 5 months of 2005, large 
part of the deficit continued to be financed by 
short-term investment, mainly portfolio and 
trade credits.  In March-April 2005, the time of 
the referenda in France and the Netherlands, 
foreign investors appear to have changed 
securities into foreign-exchange-denominated 
cash deposits with Turkish banks. However, in 
May 2005, the agreement with the IMF led to 
new foreign acquisitions, worth € 550 million, in 
government bonds and equities.  Inflows of 
foreign direct investment (FDI) continue to be 
meagre, averaging around €1 billion annually.  
In 2005, somewhat higher privatisation receipts, 
new real estate sales to foreigners and the sale of 
the operating rights of Istanbul’s Ataturk Airport 
(€ 2.5 bn) contributed to a moderate increase in 
net FDI.  

This might dramatically increase if the Turkish 
Telekom privatization is successfully completed 
and agreed upon by the Competition Agency 
and the government.  The highest bid for a 55% 
stake in the national telecom operator amounts 
to almost €5.5billion and is made by the Oger 
telecoms, a joint project of Telecom Italia and a 
Saudi group.  Higher FDI-inflows, and more 
generally improving the investment climate, are 
seen by observers as critical for reducing 
Turkey’s increased external vulnerability in 
2005 and beyond.   

 

Prices 
 

In 2004, inflation declined further and stabilised 
below 9% (8.7% in May 2005).  The steady 
decline reflected the impact of the appreciation 
of the lira (mainly against the dollar, but also 
against the euro) since April 2003, which has 
curbed import prices.  However, the pace of 
disinflation appears to have slowed down 
significantly since mid-2004 primarily due to 
increases in energy prices. 

 

Monetary and financial indicators 
 

Credits to consumers and to the other private 
sector fell to very low levels in the aftermath of 
the 2001-crisis.  However, since early 2003, 

lower interest rates have helped to induce a real 
expansion in credit.  Particularly striking has 
been the recent increase in consumer credit, 
which in lira terms almost doubled in 2004.  
These increases stemmed primarily from loans, 
typically for automobile purchases and credit 
card borrowing.  In recent months, measures to 
slowdown expansion seem to have paid of.  In 
the first quarter of 2005, consumer credit growth 
fell back to just under 40% year-on-year in 
nominal terms.  Also the difference in loan types 
is significant: whereas car credits total value fell 
by 30%, real estate loans doubled compared to 
the first quarter of 2004.  

Turkish interbank rates (TRLibor) have fallen 
gradually from levels of 30-50% in 2003, in line 
with Central Bank rates and government bond 
yields.  Since the beginning of the year, the 
central bank cut its benchmark rates by a 
cumulative 375 basis points to 16.25%.  In May 
2005, interest rates on deposits amounted to 18-
20% with very little differences for one to 
twelve months maturities, down from about 23% 
one year earlier. 

Over the last two years, the Istanbul Stock 
Exchange Index rose significantly from 12,000 
in January 2003 to 27,135 in late June 2005.  
Over the past several months, discussions and 
speculations on the decision of the European 
Council of 17 December and on the new IMF 
programme added volatility of stock markets. 

 

General government balance 
 

In 2004, the budget deficit narrowed to 3.9% of 
GDP (ESA 95 definition, equal to 7.1% using 
national methodology).  Remarkable thereby 
was that general government gross fixed capital 
formation amounted to 4.3% of GDP. 

In the first five months of 2005 fiscal discipline 
continued to be strong:  tax revenues increased 
by over 20% compared to the same period of 
2004 for an overall increase of the central 
government’s primary budget balance of 13%.  
For 2005 and 2006, the government had 
announced that it plans to keep its primary 
budgetary surplus stable. 

General government gross debt came down to 
just over 80% of GDP by the end of 2004, after 
87.2% of GDP at the end of 2003 (ESA 95). 
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TABLE 

European Commission, ECFIN-D-1

TURKEY

2000 2001 2002 2003 2004 200403 200404 200501 200502 200504 200505 200506
Q3 Q4 Q1 Q2 Apr May Jun

1  Output and demand
Industrial confidence 1.1 Balance 101.0 76.8 102.0 104.1 106.8 107.4 106.1 104.0 : 103.5 102.8 :
Industrial production 1.2 Ann. % ch 7.9 -8.7 9.4 8.7 9.8 8.5 4.4 6.1 : 5.1 : :
Gross domestic product 1.3 Ann. % ch 7.3 -7.5 7.9 5.8 9.0 5.2 6.2 4.8 : N.A. N.A. N.A.
Consumer confidence 1.4 Balance N.A. N.A. N.A. N.A. 106.7 103.1 103.9 104.2 : 100.4 100.3 :
Private consumption 1.5 Ann. % ch 6.2 -9.2 2.1 6.6 10.1 7.3 3.6 4.0 : N.A. N.A. N.A.
Gross fixed capital formation 1.6 Ann. % ch 16.9 -31.5 -1.1 10.0 32.4 26.1 11.2 6.9 : N.A. N.A. N.A.
Change in stocks 1.7 % of GDP 2.2 -1.4 4.7 7.3 7.9 7.5 7.9 7.9 : N.A. N.A. N.A.
2  Labour market
Unemployment 2.1 % 6.5 8.4 10.4 10.5 10.3 9.5 10.0 11.7 : 10.9** : :
Employment 2.2 Ann. % ch -6.8 -0.3 -0.4 4.4 2.0 2.1 5.1 4.6 : 41.9** : :
Wages 2.3 Ann. % ch 1.4 -13.4 -8.0 -6.3 1.0 1.5 -0.5 3.2 : : : :
3  International transactions 
Exports of goods 3.1 Ann. % ch 6.5 11.9 16.7 27.6 30.8 28 31 24.3 : 16.2 9.9 :
Imports of goods 3.2 Ann. % ch 34.0 -24.0 24.5 34.5 40.7 36 35 22.9 : 19.3 22.1 :
Trade balance 3.3 % of GDP -11.2 -2.7 -4.0 -5.7 -7.9 -2 -2.3 -2.1 : N.A. N.A. N.A.
Exports goods and services 3.4 % of GDP 24.0 33.7 29.2 27.4 28.9 28.2 28.9 29.3 : N.A. N.A. N.A.
Imports goods and services 3.5 % of GDP 31.5 31.3 30.7 30.7 34.7 33.7 34.7 35.2 : N.A. N.A. N.A.
Current account balance 3.6 % of GDP -5.0 2.4 -0.8 -3.3 -5.2 -0.2 -1.8 -2.1 : N.A. N.A. N.A.
Direct investment (FDI, net) 3.7 % of GDP 0.06 1.98 0.48 0.51 0.62 0.2 0.1 0.2 : N.A. N.A. N.A.
4  Prices 
CPI 4.1 Ann. % ch 54.9 54.4 45.0 21.6 8.6 8.1 9.4 8.6 : 8.2 8.7 :
GDP Deflator 4.2 Ann. % ch 50.7 54.2 45.1 22.9 9.8 11.7 15.6 9.9 : : : :
Producer prices 4.3 Ann. % ch 51.4 61.6 50.1 22.7 14.6 17.2 17.4 10.9 : 10.2 5.6 :
Import prices 4.4 Ann. % ch : : 12.6 : 11.8 : :
5  Monetary and financial indicators 
Interest rate (3 months) 5.1 % p.a. 47.2 74.7 50.5 37.7 24.3 24.7 23.5 20.7 : 19.9 19.5 :
Bond yield  5.2 % p.a. : : : : : : :
Stock markets 5.3 Index 14456 10109 11008 12312 19903 19805 22993 26669 25248 24757 24726 26261
M3 5.4 Ann. % ch 58.3 58.9 34.7 32.5 39.3 38.3 32.4 22.7 25.0 24.6 25.0 25.3
Exchange rate YTL/EUR 5.5 Value 0.58 1.10 1.43 1.68 1.77 1.80 1.87 1.73 1.72 1.77 1.73 1.66
Nominal eff. exchange rate 5.6 Index 74.2 41.5 31.1 27.5 26.8 26.2 25.6 27.5 : : : :
6  Government balance and debt
General government balance 6.1 % of GDP -6.1 -29.8 -12.3 -9.7 -3.9 : : : : N.A. N.A. N.A.
General government debt 6.2 % of GDP 57.4 105.2 94.3 87.2 80.1 : : : : N.A. N.A. N.A.

(*)   Interim HICP is not available for Turkey.
(**) LFS, 3 months moving average   
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CHARTS 
European Commission, ECFIN-D-1

TURKEY
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BULGARIA Explanatory notes 

 

Recent economic developments in candidate countries – Explanatory notes 

No. Indicator Note Source 

1 Output and demand  
1.1. Industrial confidence indicator Industry survey, average of balances to replies on production 

expectations, order books, and stocks (the latter with inverted sign) 
Ecowin 

1.2. Industrial production Annual percentage change, volume (index 2000), excluding construction Ecowin 
1.3. Gross domestic product Annual percentage change, volume (compared to previous year) Ecowin 
1.4. Consumer confidence indicator Consumer survey, average of balances to replies on five questions Ecowin 
1.5. Private consumption Annual percentage change, volume (compared to previous year) Ecowin 
1.6. Gross fixed capital formation Annual percentage change, volume (compared to previous year) Ecowin 
1.7. Change in stocks In percent of GDP, volume (compared to previous year) Ecowin 

2 Labour market  
2.1. Unemployment In percent of total labour force, ILO definition, seasonally adjusted, 

Labour Force Survey data 
Ecowin 

2.2. Employment Annual percentage change, Labour Force Survey data Ecowin 
2.3. Wages Annual percentage change; average wages and salaries by economic 

activity 
Ecowin 

3. International Transactions  
3.1. Exports of goods Annual percentage change, mio. BGN, fob Ecowin 
3.2. Imports of goods Annual percentage change, mio. BGN, fob Ecowin 
3.3. Trade balance In percent of GDP, fob-fob Ecowin 
3.4. Exports goods and services In percent of GDP, volume (compared to previous year) Ecowin 
3.5. Imports goods and services In percent of GDP, volume (compared to previous year) Ecowin 
3.6. Current account balance In percent of GDP Ecowin 
3.7. Direct investment (FDI, net) In percent of GDP, Moving average of direct investment in reporting 

economy minus direct investment abroad 
Ecowin 

4. Prices  
4.1. Interim HICP Annual percentage change, interim harmonized index of consumer 

prices 
Ecowin 

4.2. GDP deflator Annual percentage change, implicit GDP price deflator Ecowin 
4.3. Producer prices Annual percentage change, index 2000 Ecowin 
4.4. Import prices Annual percentage change, index (compared to previous year) Ecowin 

5. Monetary and financial indicators  
5.1. Interest rate Percent p.a., 3-month interbank money market rate, period averages Ecowin 
5.2. Bond yield Percent p.a., lowest level prevailing on the secondary market, gross of 

tax, with around 10 years' residual maturity 
Ecowin 

5.3. Stock markets SOFIX index (last value) Ecowin 
5.4. M3 Annual percentage change Ecowin 
5.5. Exchange rate BGL/EUR Period averages Ecowin 
5.6. Nominal eff. exchange rate Index 1999, period averages Ecowin 

6. Government balance and debt  
6.1. General government balance In percent of GDP, net lending (+) or net borrowing (-) general 

government, ESA 95 methodology. Quarterly data on a cash basis. 
Nat. sources 

6.2. General government debt In percent of GDP, ESA 95 methodology Nat. sources 
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CROATIA Explanatory notes 
 

Recent economic developments in candidate countries – Explanatory notes 

No. Indicator Note Source 

1 Output and demand  
1.1. Industrial confidence indicator Not available N.A. 
1.2. Industrial production Annual percentage change, volume, excluding construction Ecowin 
1.3. Gross domestic product Annual percentage change, volume (1997 prices) Ecowin 
1.4. Consumer confidence indicator Not available N.A. 
1.5. Private consumption Annual percentage change, volume (1997 prices) Ecowin 
1.6. Gross fixed capital formation Annual percentage change, volume (1997 prices) Ecowin 
1.7. Change in stocks In percent of GDP, volume (1997 prices) Ecowin 

2 Labour market  
2.1. Unemployment In percent of total labour force, Labour Force Survey definition for annual 

data, registered otherwise 
Ecowin 

2.2. Employment Annual percentage change, Labour Force Survey definition for annual 
data, registered otherwise 

Ecowin 

2.3. Wages Annual percentage change; average gross wages (nominal amount in 
kuna) 

Ecowin 

3. International Transactions  
3.1. Exports of goods Annual percentage change, mio. USD, fob Ecowin 
3.2. Imports of goods Annual percentage change, mio. USD, cif Ecowin 
3.3. Trade balance In percent of GDP, fob-cif Ecowin 
3.4. Exports goods and services In percent of GDP, volume (1997 prices) Ecowin 
3.5. Imports goods and services In percent of GDP, volume (1997 prices) Ecowin 
3.6. Current account balance In percent of GDP, rolling four quarter for quarterly data Ecowin 
3.7. Direct investment (FDI, net) In percent of GDP, annualised data Ecowin 

4. Prices  
4.1. Interim CPI Annual average percentage change, HICP not yet available for Croatia Ecowin 
4.2. GDP deflator Annual percentage change Ecowin 
4.3. Producer prices Annual percentage change, without construction, index 2001 Ecowin 
4.4. Import prices Not available N.A. 

5. Monetary and financial indicators  
5.1. Interest rate Zagreb Interbank 3 month - middle rate Ecowin 
5.2. Bond yield Not available N.A. 
5.3. Stock markets CROBEX index Ecowin 
5.4. M4 Annual percentage change, M4 (Broadest money) Ecowin 
5.5. Exchange rate HRK/EUR Period averages, midpoint exchange rates Ecowin 
5.6. Nominal eff. exchange rate Index 2001, period averages Ecowin 

6. Government balance and debt  
6.1. General government balance In percent of GDP Nat. sources 
6.2. General government debt In percent of GDP  Nat. sources 
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ROMANIA Explanatory notes 

 

Recent economic developments in candidate countries – Explanatory notes 

No. Indicator Note Source 

1 Output and demand  
1.1. Industrial confidence indicator Industry survey, average of balances to replies on production 

expectations, order books, and stocks (the latter with inverted sign) 
Datastream 

1.2. Industrial production Annual percentage change, volume (index 2000), excluding construction Eurostat 
1.3. Gross domestic product Annual percentage change, volume (1995 prices). National sources for 

2004 data. 
Eurostat 

1.4. Consumer confidence indicator Consumer survey, average of balances to replies on five questions Datastream 
1.5. Private consumption Annual percentage change, volume (1995 prices) Eurostat 
1.6. Gross fixed capital formation Annual percentage change, volume (1995 prices) Eurostat 
1.7. Change in stocks In percent of GDP, volume (1995 prices) Eurostat 

2 Labour market  
2.1. Unemployment In percent of total labour force, harmonised definition, seasonally 

adjusted 
Eurostat 

2.2. Employment Annual percentage change, Labour Force Survey data Eurostat 
2.3. Wages Annual percentage change; net average salary earning Datastream 

3. International Transactions  
3.1. Exports of goods Annual percentage change, mio. EUR, fob Eurostat 
3.2. Imports of goods Annual percentage change, mio. EUR, fob Eurostat 
3.3. Trade balance In percent of GDP, fob-fob Eurostat 
3.4. Exports goods and services In percent of GDP, volume (1995 prices) Eurostat 
3.5. Imports goods and services In percent of GDP, volume (1995 prices) Eurostat 
3.6. Current account balance Cumulative, end of period, in percent of GDP Eurostat 
3.7. Direct investment (FDI, net) In percent of GDP, direct investment in reporting economy minus direct 

investment abroad 
Eurostat 

4. Prices  
4.1. Interim HICP Annual percentage change, interim harmonized index of consumer 

prices 
Eurostat 

4.2. GDP deflator Annual percentage change, implicit GDP price deflator Eurostat 
4.3. Producer prices Annual percentage change, index (as compared to the same period of 

previous year) 
Datastream 

4.4. Import prices Annual percentage change, index (previous year equals 100) Eurostat 

5. Monetary and financial indicators  
5.1. Interest rate 3 months, BUBID-BUBOR average Nat. sources 
5.2. Bond yield Percent p.a., Interest-bearing government bonds, average rate. 2-years 

government bond yields. There is not yet a substantial Romanian bonds 
market for 3-years terms or above. 

Nat. sources 

5.3. Stock markets BET index (points) Nat. sources 
5.4. M2 Annual percentage change, Broad money, end of period Datastream 
5.5. Exchange rate ROL/EUR Period averages Datastream 
5.6. Nominal eff. exchange rate Index 1999, period averages Eurostat 

6. Government balance and debt  
6.1. General government balance In percent of GDP, net lending (+) or net borrowing (-) general 

government, ESA 95 methodology. 
Nat. sources 

6.2. General government debt In percent of GDP, ESA 95 methodology Nat. sources 
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TURKEY Explanatory notes 

 

Recent economic developments in candidate countries – Explanatory notes 

No. Indicator Note Source 

1 Output and demand  
1.1. Industrial confidence indicator Industry survey, confidence index real sector Nat. sources 
1.2. Industrial production Annual percentage change, volume (index 1997), excluding construction Datastream 
1.3. Gross domestic product Annual percentage change, volume (1987 prices) Datastream 
1.4. Consumer confidence indicator Consumer tendency survey Nat. sources 
1.5. Private consumption Annual percentage change, volume (1987 prices) Datastream 
1.6. Gross fixed capital formation Annual percentage change Datastream 
1.7. Change in stocks In percent of GDP Datastream 

2 Labour market  
2.1. Unemployment In percent of total labour force, Labour Force Survey data Datastream 
2.2. Employment Annual percentage change, Labour Force Survey data Datastream 
2.3. Wages Annual percentage change; index of real earning per production workers 

in manufacturing industry 
Nat. sources 

3. International Transactions  
3.1. Exports of goods Annual percentage change, mio. USD, fob Datastream 
3.2. Imports of goods Annual percentage change, mio. USD, cif Datastream 
3.3. Trade balance In percent of GDP, annualised moving average Datastream 
3.4. Exports goods and services In percent of GDP Datastream 
3.5. Imports goods and services In percent of GDP Datastream 
3.6. Current account balance In percent of GDP, annualised moving average Datastream 
3.7. Direct investment (FDI, net) In percent of GDP, annualised moving average of direct investment in 

reporting economy minus direct investment abroad 
Datastream 

4. Prices  
4.1. CPI Annual percentage change, index 1994, Interim HICP is not available Datastream 
4.2. GDP deflator Annual percentage change Datastream 
4.3. Producer prices Annual percentage change, wholesale prices index (1994) Datastream 
4.4. Import prices Annual percentage change, index (1994) Datastream 

5. Monetary and financial indicators  
5.1. Interest rate Percent p.a., Interest rates on deposits, weighted averages of 3-months 

deposit 
Datastream 

5.2. Bond yield Not available N.A. 
5.3. Stock markets ISE index, trading volume (business), January 1986 = 1 Turkish Lira Datastream 
5.4. M3 Annual percentage change Datastream 
5.5. Exchange rate YTL/EUR Period averages Eurostat 
5.6. Nominal eff. exchange rate Index 1999, period averages Eurostat 

6. Government balance and debt  
6.1. General government balance In percent of GDP Nat. sources 
6.2. General government debt In percent of GDP, ESA 95 methodology Nat. sources 

 


