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1. MACROECONOMIC SNAPSHOT AND FORECAST

MOLDOVA - MACROCECONOMIC SNAPSHOT AS OF Q3 2018
GDP Growth 3.4% yly
Industrial output 6.0% yly
Retail sales 7.2%yly
Wholesales 8.5% yly
Average annual inflation 3.7%
Unemployment rate 2.2%
Construction works value 37.1%yly
Money supply 7.3%yly
Household loans 25.4% yly
Gross external debt USD 7.199 bin
Current account deficit USD 338.1 min
Net FDI inflow USD 48.6 min
Foreign trade deficit USD 801.5 min
Number of foreign tourist overnights 8.7%

Moldova Economy Forecast
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Source: International Monetary Fund (IMF) World Economic Outlook Database — October 2018

The International Monetary Fund (IMF) expects the economic growth of Moldova to remain
solid in 2018 at 3.8%, driven by the rising real incomes, monetary policy easing and continued
remittfance 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 term up to 2022, growth is projected to be close to 4.2%.
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CPI inflation is expected to come in at 3.5% in 2018 and 4.5% in 2019. 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 4.8% of GDP, according to IMF.
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Source: World Bank’s Global Economic Prospects, January 2019

According fo the World Bank estimates from January 2019, GDP growth is likely to come in af
3.8% in 2019, down from 4.8% in 2018. This will be higher than the projected growth for Europe
and Central Asia, of 2.3% in 2019.

In the medium-term growth will slow down to 3.7% in 2019 and once again to 3.5% in 2020.

Public investments and remittances are expected to further support the economic growth in
2018.

2. REAL SECTOR

2.1. GROSS DOMESTIC PRODUCT (GDP)
GDP growth at 3.4% y/y in the third quarter

Moldova's economy expanded by 3.4% in real terms in Q3 2018, mainly on the surging gross
capital formation, according to the data of the National Bureau of Statistics of the Republic
of Moldova (NBS). For comparison, Moldova's GDP grew by 5.3% in Q2 2018 and by 5.3% y/y
in the same quarter of the previous year.
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In Q3 2018, export of goods and services was the only negative contributor to GDP growth
with 5.3%.

GDP and GVA Dynamics
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Note: Data for Q4 2014 is not available

Contributions to GDP Growth
pp, unadjusted data, y/y
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Contributions to GVA Growth
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2.2. INDUSTRIAL OUTPUT
Industrial output annual growth at 6.0% y/y in Jan-Sep 2018

Industrial output growth came in at 6.0% in the first nine months of 2018, compared to an 8.5%

y/y growth in the first half of 2018 and a 2.5% rise in January-September 2017, according to
NBS.

The production of the mining industry jumped by 11.2%, while the output of the electricity and
gas supply industry increased by 5.9%. Manufacturing registered an annual rise of 5.8%,
significantly lower than the 9.6% growth in H1 2018.
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2.3. WHOLESALE/RETAIL
Wholesale and retail sectors positive in Jan-Sep 2018

The wholesale sector remained strong, as it grew by 8.5% y/y in January to September 2018,
according to NBS data. The turnover of the retail sector marked an annual increase of 7.2%.
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In Q3 2018, the average consumer expenditure per capita in Moldova increased by 5.8% to
MDL 2,438 from MDL 2,303 in Q3 2017. The food product group marked a year-on-year growth
of 7.2%, to MDL 1,099, accounting for 45.1% of the total consumer expenditure.
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2.4. INFLATION

Annual inflation continued to trend downwards in Jan-Sep 2018

Moldova registered average annual inflation of 3.7% in the first nine months of 2018, down
from 4.2% in the first half of 2018, and 6.3% in the corresponding period of 2017, according o

NBS.

In January-September 2018, food products prices grew annually by 6.5%, while the prices of
non-food products increased by 2.9%. Annual inflation in the services sector amounted fo

0.5%.
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Producer prices increased by 0.6% y/y in the January-September 2018 period with all
industries registering a growth — from 3.0% in electricity and gas supply, through 2.5% in mining,

to 0.4% in manufacturing.
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Producer Prices Change
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3. LABOUR MARKET

Unemployment rate continued to ease in Q3 2018

Unemployment in Moldova stood at 2.2% in Q3 2018, down from 3.0% in Q2 2018, and 3.4% in
the same quarter of the previous year, according to data of NBS. Youth unemployment rate

(aged 15-24) also improved, reaching 6.0% in Q3 2018, compared to 7.8% in Q2 2018 and
12.6% in Q3 2017.

The employed population aged 15 years and older was 1.377 million in Q3 2018, up 9.0% on
the year.

Salaries maintained their uptrend in Q3 2018. According to data of NBS, the average gross

monthly salary in the period under review rose by 12.0% y/y to MDL 6,507. In the public sector,
it was MDL 5,625 and in the private — MDL 6,845.
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Labour Force, Employment and Unemployment Rate
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4. CONSTRUCTION AND REAL ESTATE

The value of construction works expanded by 37.1% y/y in Q3 2018
The value of construction works carried out in Moldova in the third quarter went up by 37.1%

y/y and totfalled MDL 3.124 bin, according fo NBS data. The growth rate advanced
compared to Q2 2018 when construction woks went up by 14.1% 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 19.3999 in Q3
2018 from MDL 19.8839 in Q2 2018, according fo the National Bank of Moldova’s (BNM) data.

MDL Average Exchange Rate
Foreign Currency Q3 2018 Q2 2018 Q3 2017
usD 16.6927 16.6560 17.9208
EUR 19.3999 19.8839 21.0226
GBP 21.7544 22.7014 23.4239
CHF 16.9444 16.9205 18.6113

10
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5.2 MONETARY POLICY

Moldova’s National Bank lowers base interest rate to 6.5%, down from 7.0% in December 2017
At its meeting in July 2018, the Executive Board of the Natfional Bank of Moldova (NBM) kept
the annual base rate applied on short-term monetary policy operations at 6.5%. Interest rates
on overnight loans continued at 9.5% annually, while interest rates on overnight deposits
stood at 3.5% annually. As of July 2018, inflation is projected to decrease steadily.

In order to maintain price stability over the medium term, the National Bank aims at inflation
of 5.0% annually with a possible deviation of £1.5 pp.

5.3. MONETARY AGGREGATES

Money supply up by 7.3% y/y as of September 2018

Broad money, or monetary aggregate M3, increased by 7.3% y/y to MDL 80.157 bin at the
end of September 2018, according to data provided by BNM.

The M2 money supply went up by 13.5% y/y to MDL 56.153 bin.

Money aggregate M1, or narrow money, jumped by 14.5% to MDL 36.038 bin.

Monetary Aggregates Dynamics
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5.4. BANKING AND INSURANCE
Household loans increased by 25.4% y/y as of September 2018

Loans to the non-government sector totalled MDL 34.581 bin as of end-September 2018, up
by 2.2% compared to a year ago, according to BNM.

Loans to non-financial corporations shrank by 4.4% y/y to MDL 25.250 bin, while household
loans went up by 25.4% to MDL 9.331 bin.

Loans to Companies and Households
50.0

45.0 -
40.0 -
35.0
30.0 -

25.0 -

MDL bin

20.0 A
15.0
10.0 -

5.0

c < c A c
U | O O | O U | o ] Q
sRIFISILIFIEFITIIISIFIfIR|IF|IS|IL|IR |G| |F|K

2013 2014 2015 2016 2017 2018

= | oans to households = Loans to companies (non-financial)

Source: BNM
Note: Data for March 2013 was not available

Insurance premium income down y/y in Q3 2018

The total gross written premiums (GWP) of the non-life and life insurance companies in
Moldova stood at MDL 386.4 min in Q3 2018, down by 4.5% y/y, according to the National
Commission for Financial Markefs.

The decline was driven by the 4.5% annual drop in the GWP of both insurance segments. The

non-life insurance segment registered premiums of MDL 364.2 min and the life insurance — 22.3
min.

12



SeeNews

Business Intelligence
for Southeast Europe

Gross Written Premiums in Non-life and Life Insurance

450 ~

400 -

350 A

300 -

250 -

200 A

MDL min

150 -

100 -

50 -

——t——0g o000

Q1|Q2|Q3|Q4
2013

2014

Total

Q1|Q2|Q3|Q4

2015

==t | ife insurance

Q1|Q2|Q3|Q4 Q1|Q2|Q3|Q4

Q1 | Q2 |Q3
2018

Q1|Q2|Q3|Q4
2017

2016

e=f== \on-life insurance

Source: National Commission for Financial Markets

6. EXTERNAL SECTOR

6.1. FOREIGN DEBT

The gross external debt amounted to USD 7.199 bin in Q3 2018

The gross external debt totalled USD 7.199 bin in Q3 2018, up by 6.2% on the year, according

to central bank data.

Long-term liabilities increased by 2.0% y/y and amounted to USD 5.201 bin, or 72.2% of the
total debt in Q3 2018. Short-term liabilities came in at USD 1.998 bin, by 19.1% more than a

year earlier and equal to 27.8% of the total debf.

13
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Gross External Debt
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6.2. BALANCE OF PAYMENTS
Current account deficit widened in the third quarter of 2018

The current account deficit swelled to USD 338.1 min in Q3 2018 from USD 204.8 min in Q3
2017, according to central bank statistics data.

The increase in the current account deficit was due mainly to the 24.8% annual rise in the
negative balance on the net exports of goods and services to USD 759.9 min. The secondary
income narrowed by 4.2% on the year to USD 270.4 min.
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6.3. FDI
Net FDI inflows tumbled in Q3 2018

Net foreign direct investments (FDI) in Moldova totalled USD 48.6 min in Q3 2018, falling by
35.8% compared to 75.7 minin Q3 2017, according fo BNM data.

Net FDI Inflow in Moldova
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6.4. FOREIGN TRADE
Foreign trade deficit rose by 26.4% y/y in Q3 2018
The trade deficit stood at USD 801.5 min in the third quarter of 2018, compared to USD 634.0

min a year earlier, according to BNM. Imports increased by 15.0% y/y to USD 1.446 bin, while
exports advanced by 3.5% y/y to USD 644.9 min in Q3 2018.
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Trade Balance, Exports and Imports

2.0 1
1.5 4
1.0
£ \/\—\’\__\/\/\/\_
K-
a 0.5 -
(0]
=]
0.0
Q1|Q2|Q3|Q4 Q1|Q2|Q3|Q4 Q1|Q2|Q3|Q4 Q1|Q2|Q3|Q4 Q1|Q2|Q3|Q4 Q1|Q2|Q3
2013 2014 2015 2016 2017 2018
N \’\/\/ — \’\
=il =
wmm EXPOrtS = IMports e===Trade Balance
Source: NBS
6.5. TOURSIM

Number of tourist overnights increased by 8.7% y/y in Q3 2018

Tourist overnights of foreigners rose by an annual 8.7% to 97,087 in Q3 2018, according to NBS

data.

The growth in the number of foreigners who visited the country was 10.8% y/y to 46,324.

In Q3 2018, the share of foreign tourists in the total overnights in Moldova inched down to

13.2% from 13.4% a year ago.

Tourism Statistics
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7. MAJOR DEVELOPMENTS

World Bank lends Moldova USD 35 min for land property rights project

Aug 31, 2018

The World Bank announced in August 2018 it is lending Moldova USD 35 min (EUR 29.9 min) for
a project that aims to increase the security of land property rights for Moldovans. Moldovan
citizens, local and foreign investors, government institutions and agencies will benefit from
enhanced security of property rights and more developed real estate markets thanks to the
Land Registration and Property Valuation Project (LRIP), according to the World Bank.

Read the full story here

EBRD, Swedish government grant EUR 2.5 min to Moldovan women entrepreneurs

Jul'12, 2018

The European Bank for Reconstruction and Development (EBRD) announced in July 2018 that
it is supporting women-led businesses in Moldova with EUR 2.5 min in new grant financing from
the government of Sweden. The funds will boost the bank’s Women in Business programme
which helps female entrepreneurs innovate through business advice, fraining, long-term
coaching, mentoring and networking opportunities.

Read the full story here

EU freezes Moldova aid package over invalidation of Chisinau mayoral vote

July 6, 2018

The European Commission announced in July 2018 it has frozen the disbursement of the first
franche of a EUR 100 min aid package to Moldova after the country's top court cancelled
the election win of a pro-European candidate for the post of Chisinau mayor.

Read the full story here

World Bank grants Moldova USD 30 min for economic governance policies

July 6, 2018

The World Bank announced in July 2018 it has approved a USD 30 min (EUR 25.6 min)
financing to help Moldova reduce fiscal risks and level the playing field for private sector
development.

Read the full story here

IMF lends EUR 33.8 min to Moldova under three-year deal
July 2,2018
The International Monetary Fund (IMF) said it has decided to lend Moldova a further USD 33.8

min (EUR 29 min) under the current three-year funding arrangement.
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 frade in any company, individual or firm
referred to 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
this Profile is provided by SeeNews subject to the following Terms and Conditions:

1. Use of this Profile constitutes your acceptance of these Terms and Conditions which take effect when you first use
this Profile. SeeNews reserves the right to change these terms and conditions at any time by posting changes on line.
You are responsible for reviewing regularly information posted on line to obtain timely notice of such changes. Your
continued use of the Profile after changes are posted constitutes your acceptance of this agreement.

2. Neither SeeNews nor other related parties, whilst endeavouring to provide 24/7 availability, will be held liable if for
any reason the Profile is unavailable at any time.

3. Access to this Profile may be suspended temporarily or permanently and without notice.

4. Whilst SeeNews endeavours to ensure that the information on this site is correct and up-to-date, no warranty,
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 bankruptcy, liquidation or cessation of trade 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 contained 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
of any state or country in which these terms are intended to be effective, then to the extent and within the
jurisdiction in which that term is illegal, invalid or enforceable, it shall be severed and deleted from the clause
concerned and the remaining terms and conditions shall remain in full force and effect and continue to be binding
and enforceable.

9. By accessing and reading any part of this Profile, you should have accepted these Terms in full.

Copyright

All rights reserved. Downloads and print extracts of SeeNews content are allowed for personal and non-commercial
use only. Re-publication or re-distribution of content, including by framing, is strictly prohibited without the prior
written consent of SeeNews.

SeeNews Ltd 2019
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