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1. MACROECONOMIC SNAPSHOT AND FORECAST

MOLDOVA - MACROCECONOMIC SNAPSHOT AS OF Q1 2019
GDP Growth 4.4% yly
Industrial output 1.5% yly
Retdil sales 17.3% yly
Wholesales 21.7%yly
Average annual inflation 2.5%
Unemployment rate 2.9% (as of Q4 2018)
Construction works value 25.2%yly
Money supply 6.5% yly
Household loans 36.5% yly
Gross external debt USD 7.234 bin
Current account deficit USD 242.0 bin
Net FDI inflow USD 120.2 min
Foreign trade deficit USD 632.0 min
Number of foreign tourist overnights 24.5%

Moldova Economy Forecast
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Source: International Monetary Fund (IMF) World Economic Outlook Database — April 2019

The International Monetary Fund (IMF) expects the economic growth of Moldova fo remain
solid in 2019 at 3.5%, driven by the rising real incomes, monetary policy easing and confinued
remittance inflows. Net exports are forecast to remain under pressure from a stronger
exchange rate, less robust agricultural production, and growing domestic demand. Over the
medium ferm up to 2022, growth is projected to be close to 3.8%.
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CPI inflation is expected to come in at 4.7% in 2019 and 4.5% in 2020. The inflation will
experience downward pressure from regulated energy prices, including gas and electricity
and the appreciation of the exchange rate. Over the medium-term, the current account
deficit is expected to narrow to about 6.9% of GDP, according to IMF.

Moldova Economy vs Europe and Central Asia
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Source: World Bank's Global Economic Prospects, June 2019

According to the World Bank estimates from June 2019, GDP growth is likely fo come in at
3.4% in 2019, down from 4.0% in 2018. This will be higher than the projected growth for Europe
and Central Asia, of 1.6% in 2019.

In the medium-term growth wiill slow up to 3.6% in 2020 and once again to 3.8% in 2020. Public
investments and remittances are expected to further support the economic growth in 2019.

2. REAL SECTOR

2.1. GROSS DOMESTIC PRODUCT (GDP)
GDP growth at 4.4% y/y in the first quarter of 2019

Moldova's economy expanded by 4.4% in real terms in Q1 2019, mainly on the surging
household consumption, according to the data of the National Bureau of Statistics of the
Republic of Moldova (NBS). Moldova's GDP grew by 3.9% in Q4 2018 and by 3.7% y/y in the
same quarter of the previous year.
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In Q1 2019 the household consumption was the main contributor with 4.9 pp to the overall y/y
GDP expansion, while the contribution of the gross capital formation decreased to 2.6 pp
from 5.3 pp. The import of goods and services and the net exports were the only negative
contributors to GDP growth with 1.7% and 0.3% respectively.
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Editor’s Note: Data for Q4 2014 is not available

The gross value added in the economy increased by 9.2% y/y, totaling MDL 34.1 min in QI
2019. The growth was boosted by the construction sector, which registered a 22.6% increase,
reaching MDL 2.582 bin. The industrial and services sectors also marked an annual increase
by 5.2% and 9.7% y/y, respectively.

The real estate activities sector contributed 2.0 pp to the overall GVA increase, followed by
the public administration, defence, education, health care sector with 1.8 pp, and
construction sector with 1.6%. The agriculture and forestry sector was the only negative
contributor, which took away 0.1 pp from the overall GVAin Q1 2019.
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Contributions to GVA Growth
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GDP and GVA Dynamics
at average previous year prices

60.0 -

55.0 -

50.0 -

45.0 -

40.0

£ 35.0 A
Q2

i 30.0
a

S 250 -

20.0 A

= ._/‘\.—/

10.0 -

5.0

0.0 A

Q1/Q2|Q3|Q4 Q1|Q2|Q3|Q4 Q1|Q2|Q3|Q4 Q1|Q2|Q3|Q4 Q1|Q2|Q3|Q4 Q1|Q2|Q3|Q4LQll
2013 2014 2015 2018 01
GDP e=ll==G\/A e=f==Agriculture and forestry e=f==Industry e=f=s Construction e=f==Services
Source: NBS

Editor’s Note: Data for Q4 2014 is not available



Busi | L
SeeNews Business Intelligence

2.2. INDUSTRIAL OUTPUT
Industrial output annual growth at 1.5% y/y in Q1 2019

Industrial output growth came in at 1.5% in Q1 2019, compared to a 3.7% y/y growth in Q4
2018 and a 6.2% rise in Q1 2018, according fo NBS.

Mining registered an annual rise of 80.7%, while the output of the manufacturing industry
inched up by 1.6%. The production of the electricity and gas supply decreased by 2.1% y/y
after registering 7.4% increase in Q4 2018.
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2.3. WHOLESALE/RETAIL
Wholesale sector surged by 21.7% y/y, retail sector up by 17.3% y/y in Q1 2019
The wholesale sector grew by 21.7% y/y in Q1 2019, according to NBS data. The turnover of

the retail sector marked an annual increase, of 17.3%. Improving consumer confidence lifted
expendifures which in furn confributed positively to retail and wholesale tfurnover.
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Wholesale/Retail Sales Change
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In Q4 2018! the average consumer expendifure per capita in Moldova increased by 4.8% to
MDL 2,474 from MDL 2,360 in Q4 2017. The food and beverages product group marked a

year-on-year growth of 7.0%, to MDL 1,107, accounting for 44.8% of the total consumer
expenditure.
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! Editor’s Note: Data for Household expenditures for Q1 2019 was not available at the time of preparation of this
report.
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2.4. INFLATION

Average annual inflation of 2.5% in Q1 2019

Moldova registered average annual inflation of 2.5% in Q1 2019, down compared to 3.0% in
Q4 2018, and lower than in the same quarter of the previous year, when it stood at 5.2%,

according

to NBS.

In January — March 2019, food products price grew annually by 3.4%, while the prices of non-
food products increased by 3.2%. Annual deflation in the services sector amounted to 0.2%.
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Producer prices grew by 0.5% y/y in the first quarter with all industries registering a growth -
from 6.5% for mining, through 0.4% for manufacturing, to 0.1% for electricity and gas supply.
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Producer Prices Change
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3. LABOUR MARKET

Unemployment rate at 2.9% in Q4 20182 wages up 17.2% y/y in Q1 2019

Unemployment in Moldova stood aft 2.9% in Q4 2018, up from 2.2% in Q3 2018, but
substantially lower than the 3.3% in the same quarter of the previous year, according to data
of NBS. Youth unemployment rate (aged 15-24) went down to 5.5% in Q4 2018 from 6.0% in Q3
2018 and 11.8% in Q4 2017.

The employed population aged 15 years and older was 1.164 million in December 2018,
down 0.5% on the year.

According to data of NBS, the average gross monthly salary in Q1 2019 rose by 17.2% y/y to
MDL 6,923. In the public sector, it was MDL 6,842 and in the private — MDL 6,954.

2 Data for the labour market for Q1 2019 was not available at the time of the preparation of this report.

10
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Labour Force, Employment and Unemployment Rate
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Editor’s Note: Data for the labour market for Q1 2019 was not available at the time of the preparation of this report

4. CONSTRUCTION AND REAL ESTATE

The value of construction works went up by 25.2% y/y in the first quarter
The value of construction works carried out in Moldova in Q1 2019 went up by 25.2% y/y and

totalled MDL 1.364 bln, according to NBS data. In comparison. in Q4 2017, construction woks
decreased by 23.4% y/y.

5. MONEY SUPPLY AND BANKING SYSTEM

5.1. MDL EXCHANGE RATE

The average exchange rate of the MDL against the EUR went down to MDL 19.4858 in Q1
2019 from MDL 19.5404 in Q4 2018, according to the National Bank of Moldova's (BNM) data.

11
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MDL Average Exchange Rate
Foreign Currency Q1 2019 Q4 2018 Q1 2018
usb 17.1506 17.1136 16.7472
EUR 19.4858 19.5404 20.5689
GBP 22.2994 22.0321 23.2855
CHF 17.2089 17.1935 17.6577

5.2 MONETARY POLICY

Moldova’s National Bank lowers base interest rate to 7.0%, the same as in December 2017

At its meeting in June 2019, the Executive Board of the National Bank of Moldova (NBM)
increased the annual base rate applied on short-term monetary policy operations by 0.5% to

7.0%.

Interest rates on overnight loans were also increased by 0.5% to 10.0% annually. The same
increase applied to overnight deposits — from 3.5% to 4.0% per year.

The increases represent the first step in mitigating the expectations and inflationary pressures,
stimulating savings, aiming to create monetary conditions able to maintain the inflation within
the range of £ 1.5 % from the target of 5.0% on medium term.

5.3. MONETARY AGGREGATES

Money supply up by 6.5% y/y as of March 2019

Broad money, or monetary aggregate M3, increased by 6.5% y/y to MDL 81.953 bin at the
end of March 2019, according to data provided by BNM.

The M2 money supply went up by 7.6% y/y to MDL 56.936 bin.

Money aggregate M1, or narrow money, jumped by 13.9% to MDL 37.884 bin.

12
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Monetary Aggregates Dynamics
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5.4. BANKING AND INSURANCE

Household loans increased by 36.5% y/y as of March 2019

Loans to the non-government sector totalled MDL 36.463 bin as of end-March 2019, up by

12.7% compared to a year ago, according to BNM.

Loans to non-financial corporations increased by 5.0% y/y to MDL 25.733 bin, while household

loans went up by 36.5% to MDL 10.730 bin.
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The total gross written premiums (GWP) of the non-life and life insurance companies in
Moldova stood at MDL 343.4 min in Q1 2019, up by 3.4% y/y, according to the National

Commission for Financial Markets.

The increase was driven by the 3.6% annual growth in the GWP of the non-life insurance

segment and the 1.2% rise of the life insurance segment.
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6. EXTERNAL SECTOR

6.1. FOREIGN DEBT

The gross external debt amounted to USD 7.234 bin as of March 2019

The gross external debt totalled USD 7.234 bin as of March 2019, up by 0.2% on the year,

according to central bank data.

14
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At end-March 2019, long-term liabilities grew by 0.8% y/y and amounted to USD 6.658 bin, or
92.0% of the total debt. Short-term liabilities came in at USD 3.717 bin, by 8.5% more than a

year earlier.
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6.2. BALANCE OF PAYMENTS
Current account deficit widened in the first quarter of 2018

The current account deficit swelled to USD 242.0 min in Q1 2019 from USD 213.8 min in Q1
2018, according to central bank statistics data.

The secondary income narrowed by 6.1% on the year to USD 266.9 min.

15
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Current Account
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6.3. FDI
Net FDI inflows up by 9.4% in Q1 2019

Net foreign direct investments (FDI) in Moldova totalled USD 120.2 min in Q1 2019, rising by
9.4% compared to USD 109.9 minin Q1 2018, according to BNM data.
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6.4. FOREIGN TRADE
Foreign trade deficit down by 2.4% y/y in Q1 2019
The trade deficit stood at USD 632 min in the first quarter of 2019, compared to USD 648 min a

year earlier, according to BNM. Exports increased by 8.1% y/y to USD 733 min, while imports
advanced by 2.9% y/y to USD 1.365 binin Q1 2019.
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6.5. TOURSIM

Number of tourist overnights increased by 24.5% y/y in Q1 2019

Tourist overnights of foreigners expanded by an annual 24.5% to 67,907 in Q1 2019, according
to NBS data.

The growth in the number of foreigners who visited the country was 14.3% y/y to 31,008.

In Q1 2019, the share of foreign tourists in the total overnights in Moldova went up to 33.3%
from 27.9% a year ago.

17
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Tourism Statistics
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7. MAJOR DEVELOPMENTS

Moldova's president convenes new parliament

Mar 20, 2019

Moldova's president Igor Dodon said he has signed a decree convening the new parlioment
on March 21.

Dodon will deliver a speech before the first session of the new parliament elected on
February 24, the president said in a social media post.

Read the full story here

Moldova enter EUR 10 min partnership to upgrade customs offices

Mar 5, 2019

Moldova and Romania have signed a EUR 10 min partnership agreement for rehabilitation
and upgrade of the customs offices alongside their shared border, according to the

Romania's National Agency for Fiscal Administration (ANAF).
Read the full story here

Moldova inaugurate second phase of gas link project

Feb 18, 2019

Moldovan and Romanian authorities inaugurated the second phase of the gas
interconnection project lasi-Ungheni-Chisinau, Romania's energy ministry said. The project is a
concrete proof of the commitment by which Romania supports Moldova in strengthening

18
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energy security and integration within the EU energy market, the economy ministry said in a

press release.
Read the full story here

Moldova's c-bank joins coop memorandum between EBA, SEE banking supervisors

Feb 4, 2019

Moldova's central bank BNM said it has joined a memorandum of cooperation concluded
between the European Banking Authority (EBA) and the banking supervisory authorities in

several Southeast European (SEE) countries.
Read the full story here

Moldova remains SEE's poorest performer in Transparency Intl corruption ranking

Jan 29, 2019

Moldova gained five positions in the latest edition of Transparency International's Corruption
Perception Index (CPI) global survey published in January, but remained the poorest
performer in Southeast Europe (SEE).

Read the full story here

EEGF Ill raises EUR 176 min with EBRD support to finance SMEs in Moldova, Ukraine

Jan 25, 2019

Private equity fund EEGF lll has raised EUR 176 min with the support of the European Bank for
Reconstruction and Development to finance small and medium-sized enterprises in Moldova

and Ukraine, the bank said.
Read the full story here
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DISCLAIMER:

Whilst the information contained in this Profile has been given in good faith and every effort has been made to
ensure its accuracy, SeeNews cannot guarantee the accuracy of this information and hereby expressly disclaims any
responsibility for error, misinterpretation and any and all loss, disappointment, negligence or damage caused by
reliance on the information contained in the Profile or any failure or alleged failure in the delivery of the Service
referred to herein, or in the event of bankruptcy, liquidation or cessation of trade in any company, individual or firm
referred fo herein. Confirmation of the information accuracy should be sought from the establishments concerned.
Unless otherwise stated, the copyrights and any other rights in all material on this site are owned by SeeNews. Use of
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express or implied, is given as to its accuracy and SeeNews does not accept any liability for error or omission.

5. Part of this Profile contains materials submitted to SeeNews by third parties. Third parties are responsible for ensuring
that materials submitted for inclusion on this Profile complies with national and relevant international law. SeeNews
cannot guarantee the accuracy of this material and hereby expressly disclaims any responsibility for error, omission or
inaccuracy in the material, misinterpretation and any all loss, disappointment, negligence or damage caused by
reliance on the information contained in the Profile or any failure or alleged failure in the delivery of the services
referred to herein, or in the event of bankrupftcy, liquidation or cessation of frade of any company, individual or firm
referred to herein. Confirmation of the information accuracy should be sought from the establishments concerned or
from SeeNews upon explicit request.

6. SeeNews shall not be liable for any damages (including, without limitation, damages for loss of business or loss of
profits) arising in contract, tort or otherwise from the use of or inability to use this Profile, or any data contfained in it, or
from any action or decision taken as a result of using this Profile or any such information.

7. SeeNews accepts no responsibility for the content of any site to which a hypertext link from this Profile exists. Such
links are provided for your convenience on an “as is” and “as available” basis with no warranty, express or implied,
for the information provided within them.

8. If any of these terms should be determined to be illegal, invalid or otherwise unenforceable by reason of the laws
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