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Budget deficit shrank to 2.3% in Q3 (4Q rolling) q q  

 
 

 The ESA budget deficit witnessed significant decrease of 2pp to 2.3% in 

GDP as of Q3 2013, on 4Q rolling basis, compared to one year ago; this 

result was possible mainly by reducing  investments, which fell from 5.6% in 

GDP in Q3 2012 to 3.7% in Q3 2013; 

 Current revenues fell by 1pp in GDP to 32.2% (in the last 4 quarters) as the 

GDP growth witnessed in 2013 was not tax rich and tax collection has 

suffered following the reorganization of ANAF; 

 Current expenditures dropped by only 0.4 pp (in the last 4 quarters); 

 EU funds absorption was low as most operational programs were blocked in 

Q4 2012 and H1 2013; 

 Social contributions revenue in GDP rose only from 8.9% to 9% after we 

witnessed the increase of public wages and the minimum wage; 

 In 2014, we expect a 2.5% ESA deficit provided that our base macro 

scenario comes through: higher households’ consumption (2% YoY versus 

0.8% YoY in 2013). We also assume faster pace of non-farm output which is 

more favourable for tax purposes. Additionally, our scenario takes partially 

into consideration the new fiscal measures ought to bring 0.6% of GDP in 

revenues. If the social contributions of the employer are lowered by 5 pp in 

H2 2014, there is a risk to enter EDP again. 
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Fiscal consolidation to slow down in 2014 

 
Source: Eurostat, OTP Research, The Ministry of Finance 

F= forecast 
 

 
The ESA budget deficit witnessed significant decrease of 2pp to 2.3% in GDP as of Q3 2013, on 4Q 

rolling basis, compared to one year ago (please see Table 1). This result was possible mainly by 

reducing investments which fell from 5.6% in GDP in Q3 2012 to 3.7% in Q3 2013. Otherwise, the current 

revenues fell by 1pp of GDP to 32.2% while during the same period current expenditures dropped by only 0.4 

pp. However, in support of these figures which point to lower revenue collection, we mention that the GDP 

growth witnessed in 2013 was not tax rich: for example, the first 9M data shows that agriculture contributed 

by 1pp to the  2.7% YoY growth, if we take the production side approach. Also, if we look at the expenditure 

side, we see that growth is explained by the advance of net exports while households consumption has in 

fact stagnated during the first 9M. What is also affecting our final numbers as percentage in GDP are 

revenues and expenditures related to EU funds absorption which  have influenced mainly 3 out of 4 

quarters of data as most operational programs were blocked in Q4 2012 and H1 2013 . Finally, as far as 

2013 is concerned, we believe that ESA deficit will fall close to the yearly target of 2.6%, but the weaknesses 

that exist in terms of tax collection and the efficiency of the fiscal decisions taken in 2013 will have to be 

addressed further on. 

 

With reference to the fiscal measures proposed in 2013 (please see Table 2), certain income categories that 

should have been supported have in fact dropped as a % in GDP. For example, direct taxes on income 

dropped from 6.4% to 5.6% even if there were several fiscal measures adressing them directly such as 

the introduction of 3% tax on turnover for microenterprises with annual revenues of max.  EUR 65 000 or the 

widening of tax base by including a additional income for agricultural activities, to name just a few. Additional 

to these measures, the increase of public employees wages by 15% as of December 2012 and the hike of the 

minimum wage should have also contributed positively to the evolution of this tax category. The component 

that has suffered is most likely the corporate income tax, especially due to recorded results of commercial 

banks and the Central Bank as well. The Central Bank’s net result has deteriorated after passing from net 

creditor position to net debtor in Q3 2013, among others; according to its statute, it redirects 80% of its net 

incomet to the state budget. Additionally, tax collection has suffered following the reorganization of ANAF 

in 2013.  

 

Another category for which there was fiscal stimulus were indirect taxes on production and imports which saw 

hikes of excises for beer, diesel and cigarettes. However, the weak consumption figures dragged on VAT 
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and on excise revenues. Moreover, there was also a decrease in VAT for bread and other bakery goods from 

24% to 9% as of September.  

 

Social contributions revenue in GDP rose from 8.9% to only 9% after we witnessed the increase of 

public wages and the mininum wage. The move was concomitant with a negative effect from the 

supplementary transfer to the second pension pillar of 0.5 pp. 

 

Moving to the expenditure’ side, compensation of employees share in GDP rose from 7.7% in Q3 2012 to 

8.2% one year later. This was expected given the operated hikes of public staff wages. Additionally, we notice 

that compared to December 2012, the number of public employees was lower by 7000 and by 3000  below the 

target assumed by the government for December 2013, which was 1187 thousand.   

 

The effort for fiscal consolidation was  visible from the evolution of intermediate consumption line which 

decreased from  6.2% to 5.4%.  

 

 Last, investments and net acquisitions were drastically reduced, from 5.6% in Q3 2012 to 3.7% in Q3 2013. 

 

What to expect in 2014 
 
Starting from the macro scenario, we expect a boost in households’consumption of 2% YoY as opposed 

to only 0.8% YoY in 2013. Also, the unemployment rate already showed signs of easing, dropping in the 

final month of 2013 to 7.1% after 5M of stagnation at 7.3%, so we are past an inflexion point and look forward 

to further adjustment. Also, the base scenario counts on a faster pace of non farm output which is more 

favorable for tax purposes. Along with an improved macro picture, ANAF reorganization has moved pass a 

critical point which was witnessed in  2013.  

 

Moving forward to the fiscal aspects, we ought to consider that an exceptional revenue that supported the 

budget in  2013 (the RON 2.1 bn paid by telecom operators for renting the frequency bands) is not applicable 

anymore. Instead, the government has come with a RON 4.3 bn package (0.6%of GDP, Table 2) which 

cannot be considered at face value:  

 First, the additional income  of RON 2.4 bn (or 0.3% of GDP) does not stand as the excise hike has 

been delayed by one quarter, although its full effect has been accounted in the budget 

 Second, the other measure that is supposed to bring roughly 0.1% of GDP comes from increasing the 

tax base with additional taxes on special structures (pools, pipelines etc.); however the magnitude of 

these revenues is not easily predictable. 

Additionally, another 0.5 pp from employees social contributions will be derived to the second pension pillar. 

Government officials also announced the intention to decrease social contributions of the employer by 

5 pp in the second part of the year. However, this measure does not seem to be comprised in the budget 

and according to our calculations, it creates a 0.4% gap and could potentially threaten the 3% budget 

deficit level that should be monitored in order not to enter the excessive deficit procedure again. However if 

this measure does not apply, we  expect   a 2.5% deficit in 2014 (which encorporates only half of the fiscal 

package assumption). The risk to our forecast comes from a lower than expected economic growth and 

households consumption especially. 
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Table 1: Main aggregates of the governmnent sector (mn RON and as % of GDP) 

 

 
Source: Eurostat 

 

 

 

 

 

 

 

 

 

 

 

 

 

mn RON 2011 Q1 2012 Q2 2012 Q3 2012 2012 Q1 2013 Q2 2013 Q3 2013

4Q rolling 4Q rolling 4Q rolling 4Q rolling 4Q rolling 4Q rolling

Deficit (-) or surplus (+) -30.901 -29.670 -28.389 -24.755 -17.424 -19.769 -17.538 -14.025

Total government revenue 188.805 191.382 194.383 196.439 197.689 194.577 195.419 200.845

Total government expenditure 219.707 221.052 222.772 221.194 215.113 214.346 212.957 214.869

Primary deficit or surplus -21.513 -19.466 -16.749 -14.695 -7.008 -9.916 -8.563 -3.529

Total current revenue 185.166 187.492 190.825 192.943 192.860 191.393 192.582 198.375

Direct taxes (on income, wealth 

etc)
34.391 35.059 35.677 37.086 35.865 31.979 32.656 34.756

Indirect taxes (on production and 

on imports)
72.662 73.206 74.880 76.910 77.324 78.789 79.975 80.065

Social contributions 50.808 51.564 51.894 51.639 52.585 53.259 54.144 55.324

Other 27.305 27.663 28.375 27.308 27.085 27.366 25.807 28.230

Total current expenditure 175.404 176.592 178.634 177.284 181.197 183.029 183.029 185.138

Current transfers 88.120 87.818 87.780 86.619 90.056 90.955 91.472 90.956

Interest payable 9.388 10.205 11.640 10.061 10.415 9.853 8.975 10.495

Compensation of employees 44.057 44.147 44.024 44.746 46.000 47.202 48.770 50.181

Intermediate consumption 33.839 34.423 35.191 35.859 34.726 35.018 33.812 33.505

Gross saving 9.762 10.900 12.191 15.660 11.663 8.364 9.553 13.237

Total capital revenue 3.640 3.890 3.558 3.495 4.830 3.185 2.838 2.470

Total capital expenditure 44.302 44.460 44.138 43.910 33.916 31.318 29.928 29.732

Investment & net acquisitions 30.601 31.627 30.772 32.461 25.311 23.679 23.789 22.529

Capital Transfers payable 13.701 12.833 13.366 11.449 8.606 7.639 6.139 7.203

Nominal GDP 556.708 561.311 569.950 580.599 587.499 595.576 604.693 615.292

% GDP 2011 Q1 2012 Q2 2012 Q3 2012 Q4 2012 Q1 2013 Q2 2013 Q3 2013

Deficit (-) or surplus (+) -5,6% -5,3% -5,0% -4,3% -3,0% -3,3% -2,9% -2,3%

Total government revenue 33,9% 34,1% 34,1% 33,8% 33,6% 32,7% 32,3% 32,6%

Total government expenditure 39,5% 39,4% 39,1% 38,1% 36,6% 36,0% 35,2% 34,9%

Primary deficit or surplus -3,9% -3,5% -2,9% -2,5% -1,2% -1,7% -1,4% -0,6%

Total current revenue 33,3% 33,4% 33,5% 33,2% 32,8% 32,1% 31,8% 32,2%

Direct taxes (on income, wealth 

etc)
6,2% 6,2% 6,3% 6,4% 6,1% 5,4% 5,4% 5,6%

Indirect taxes (on production and 

on imports)
13,1% 13,0% 13,1% 13,2% 13,2% 13,2% 13,2% 13,0%

Social contributions 9,1% 9,2% 9,1% 8,9% 9,0% 8,9% 9,0% 9,0%

Other 4,9% 4,9% 5,0% 4,7% 4,6% 4,6% 4,3% 4,6%

Total current expenditure 31,5% 31,5% 31,3% 30,5% 30,8% 30,7% 30,3% 30,1%

Current transfers 15,8% 15,6% 15,4% 14,9% 15,3% 15,3% 15,1% 14,8%

Interest payable 1,7% 1,8% 2,0% 1,7% 1,8% 1,7% 1,5% 1,7%

Compensation of employees 7,9% 7,9% 7,7% 7,7% 7,8% 7,9% 8,1% 8,2%

Intermediate consumption 6,1% 6,1% 6,2% 6,2% 5,9% 5,9% 5,6% 5,4%

Gross saving 1,8% 1,9% 2,1% 2,7% 2,0% 1,4% 1,6% 2,2%

Total capital revenue 0,7% 0,7% 0,6% 0,6% 0,8% 0,5% 0,5% 0,4%

Total capital expenditure 8,0% 7,9% 7,7% 7,6% 5,8% 5,3% 4,9% 4,8%

Investment & net acquisitions 5,5% 5,6% 5,4% 5,6% 4,3% 4,0% 3,9% 3,7%

Capital Transfers payable 2,5% 2,3% 2,3% 2,0% 1,5% 1,3% 1,0% 1,2%
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Table 2: The fiscal measures proposed by the government in 2013 and 2014 

 
 
Source: The Finance Ministry, The Fiscal Council 

 
 
 

2013 fiscal measures Amount 

(RON mn)

Impact as of % 

GDP

2014 fiscal measures Amount 

(RON mn)

Impact as of 

% GDP

Monthly ceiling of RON 18,000 for deductibility of 

depreciation expenses incurred for vehicles 169 0,03%

Modification of the formula for indexing the 

excises with the inflation rate (4,75%) 1107 0,17%

Solidarity tax for increasing the price of gas 335 0,05%

Increase of fuel excise 7 eurocents /liter 

2280 0,35%

Gradual liberalization of gas and electricity prices 297 0,05%

Increase of tax base with additional tax on 

property, for special structures)

488 0,07%

Special fee for exploitation of mineral resources (other 

than natural gas) 107 0,02%

The increase of royalties for mineral resources, 

other than oil and gas, by 25% 50 0,01%

Fee for transportation of gas and electricity 205 0,03%

The increase of minimum wage by 50RON to 

850 RON as of 1st January and to 900 RON as 

of 1st July 344 0,05%

Establishing the standard notional income for income 

from agricultural activities 413 0,07% TOTAL 4269 0,6%

The inclusion in the tax base of allowances 30 0,00%

Increased excise on cigarettes 312 0,05%

Increased excise on diesel 403 0,06%

Increased excise on beer 80 0,01%

The increase of minimum gross salary 328 0,05%

Environmental tax for registration of vehicles 100 0,02%

The increase of deduction ceiling for research and 

development expenditure -5 0,00%

Property tax increase for local authorities with arrears 285 0,05%

The introduction of the 3% tax on turnover for micro-

enterprises with annual revenues of maximum EUR 

65,000 457 0,07%

Supplementary transfer to the second pension pillar 

(+0.5 pp. of pension contribution paid by employee) -500 -0,08%

Reimbursement to retirees of health contributions 

collected during the period 1 January 2011 - 30 April 

2012 under a provision declared unconstitutional -796 -0,13%

The increase of natural gas royalties 62 0,01%

TOTAL 2280 0,4%

Exceptional revenues

Temporary mechanism to decrease arears 1000 0,16%

Tax for renting the frequency bands by mobile 

operators 2159 0,35%

TOTAL 3159 0,5%
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Disclaimer 
 

OTP Bank Romania S.A. does not intend to present this document as an objective or independent explanation of the matters contained therein. This 
document a) has not been prepared in accordance with legal requirements designed to promote the independence of investment research, and b) is not 
subject to any prohibition on dealing ahead of the dissemination of investment research. 

This communication does not contain a comprehensive analysis of the described issues.  This report is issued for information purposes only and should 
not be interpreted as a suggestion, an invitation or an offer to enter into any transaction, as an investment advice, and it does not constitute legal, tax or 
accounting advice. Also it is not and should not be considered a recommendation for investment in financial instruments accor ding to NSC Regulations 

no. 32/2006 and 15/2006.  
Information herein reflects current market practices. Additional information may be available on request. This document is intended only for the direct 
and sole use of the selected customers of OTP Bank Romania S.A. Any form of reproduction or redistribution to any other person that the intended 

recipients, including publication in whole or in part for any purpose, must not be made without the express written agreement of OTP Bank Romania 
S.A. Although the information in this document has been prepared in good faith from sources which OTP Bank Romania S.A. believes to be reliable, we 
do not represent or warrant its accuracy and such information may be incomplete or condensed. The issuer of this report does not claim that the 

information presented herein is perfectly accurate or complete. However it is based on sources available to the public and widely believed to be reliable. 
Also the opinions and estimates presented herein reflect a professional subjective judgment at the original date of publicati on and are therefore subject 
to change thereafter without notice. Furthermore there can be no guarantees that any market developments will unfold as forecasted. Opinions and 

estimates constitute our judgment and are subject to change without notice.  
OTP Bank Romania S.A. may have issued reports that are different or inconsistent with the information expressed within this report and is under no 
obligation to update or keep current the information contained herein.  

OTP Bank Romania S.A. may hold a position or act as market maker in the financial instrument of any issuer discussed herein or act as advisor or 
lender to such issuer. This document is not intended to provide the basis for any evaluation of the financial instruments discussed herein. In particular, 
information in this document regarding any issue of new financial instruments should be regarded as indicative, preliminary and for illustrative purposes 

only, and evaluation of any such financial instruments should be made solely on the basis of information contained in the relevant offering circular and 
pricing supplement when available. OTP Bank Romania S.A. does not act as a fiduciary for or an advisor to any prospective purchas er of the financial 
instruments discussed herein and is not responsible for determining the legality or suitability of an investment in the financial instruments by any 

prospective purchaser. 
This report is not intended to influence in any way or to be considered a substitute to research and advice centred on the specific investment objectives 
and constraints of the recipient (including tax concerns) therefore investors should obtain individual financial advice. Before purchasing or selling 

financial instruments or engaging investment services, please examine the prospectuses, regulations, terms, agreements, notic es, fee letters, and any 
other relevant documents regarding financial instruments or investment services described herein in order to be capable of making a well-advised 
investment decision. Please refer to your competent adviser for advice on the risks, fees, taxes, potential losses and any other relevant conditions 

before you make your investment decision regarding financial instruments or investment services described herein. OTP Bank Romania S.A. in 
compliance with the applicable law, assumes no responsibility, obligation, warranty or guarantee whatsoever for any direct or indirect damage (including 
losses arising from investments), or for the costs or expenses, detrimental legal consequences or other sanctions (including punitive and consequential 

damage) sustained by any natural or legal person as a result of the purchase or sale of financial instruments or engaging investment services described 
herein, even if OTP Bank Romania S.A. was warned of the possibility of such occurrences. 
Figures described herein refer to the past and past performance is not a reliable indicator of future results.Investments in financial instruments carry a 

certain degree of risk (fluctuation of share prices, uncertainty of dividend, yields and / or profits, exchange rate fluctuat ions, etc.). The capital invested is 
not guaranteed, investment gains, usually assumed proportionate to risk, and past performance of financial instruments is not a guarantee for future 
performance. 

Please note that the Internet is not a secure environment and OTP Bank Romania S.A. does not accept any liability for any loss caused by the result of 
using this report in a form altered or delayed by the wilful or accidental interception, corruption or virus infection.  
All rights reserved – OTP Bank Romania S.A. (registered seat: Street Buzesti, no. 66-68, 1st district Bucharest, Romania; company registration number: 

01-10-041585; NBR registration no RB-PJR-40-028/1999; for further information please refer to: https://www.otpbank.ro/en). 
This document has been provided to the recipients upon their prior request. Your abovementioned permission may be withdrawn by an e-mail 
addressed to mihaela.neagu@otpbank.ro or a written mail addressed to OTP Bank Romania S.A , Buzesti Street, no. 66-68, 1st district, Bucharest, 

Romania. Please refer to your name and e-mail address in both cases. 
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