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Political and Economic Outlook 

2006 became a period of serious stresses for the Moldovan economy. The stable growth of macroeconomics indicators was slightly disrupted. This was a result of the placing of an embargo by the Russian Federation on Moldovan imported winest, meat processing output, and also the rise in prices of natural gas from 80$ to 160$ for 1000 cubic meters by the Russian energy corporation – “GAZPROM”. Russia is the main trade partner of Moldova, and that’s why a hit to the Moldovan economy was so harshly felt. Export of Moldovan commodities to the Russia for the first ten months of 2006 was comprised – US$ 153.4 mil (53.1% increase in comparison with 2005). Last year the trade balance with the Russian Federation was positive – US$ 85.4 mil, this year that indicator has changed and comprises more than – US$ 156.8 mil. The overall balance of trade deficit has become greater (US$ -1293 mil). This deficit is covered by money transfers from RM citizens working outside the country. Up until the end of 2006 the summarized result of money transfers will reach the value of US$ 1 billion. 

Rise in prices on natural gas has lead to inflation growth outside the predicted range – to the end of October 2006  the CPI was 10.8%, or 14.4% cumulative for the last 12 month from October 2005. It is reasonable that the rise in prices on natural gas has driven  to an increase of commodities and services prime cost, and to the growth of inflation index.

These were negative aspects of the year, now to the positive ones. It should be mentioned that the CIS summit took place at the end of November in Minsk, Belarusia. The result of this meeting is reestablishment of Moldovan wine and meat production exports to Russia. The signing of an agreement for long term export with “GAZPROM” is planned, on conditions  that Russia’s interest in the business of the energy sector (US$ 800 mil), against Moldova’s debt for the consumed natural gas in the value of US$ 1.4 billion. In one’s turn, Moldova’s representatives have published a statement about the readiness of signing a protocol for Russia’s joining WTO.  

2006 is a year of foreign banks arriving to Moldova’s financial market. This spring assets of the Moldovan C.B. – “EXIMBANK” were bought by Italian “VENETTO BANCA”. At the end of November, French “SOCIETE GENERALE” was authorized to purchase 70.2% of issued stocks of Moldovan C.B. “MOBIASBANCA”. Austrian “RAIFFAISEN BANK” representatives are in process of deciding: to create new bank, or to buy one of the working Moldovan C.B.s.   Also this year 19.66% (US$ 9.4 mil) of “MOLDOVA-AGROINDBANK” share capital was purchased by 3 legal entities from Slovenia and a Holland private fund – “POTEZA ADRIATIC FUND B.V.”. Third by the assets size C.B. of Moldova – “VICTORIABANK” was named second time “Commercial Bank of the year in Moldova” by the London magazine – “The Banker”.

On October 26 the building of the bulk-oil terminal at the south of Moldova, Djurdjulesti was completed. Now RM has an exit to the Black Sea over the Danube river. Territory of the terminal received the status of International Free Port. This project, which two years ago was qualified as one with no future, was taken by “DANUBE LOGISTICS” and completed in a very short timeframe.  

Economic Overview:

GDP in current prices in first half-year of 2006 comprised US$ 1411.43 mil. Growth of the GDP was supported by the increasing of added costs in the  services sector (+8.2%) and agro-industrial sector (+2.3%).

Labor Productivity has fallen a little (-1.1%) in January-June of 2006, at the time when average the salary has grown (+28.3%) to the size equal to US$ 117.65. At the end of September 2006 the average salary was US$ 135.41$. 

CPI at the first half-year 2006 – 7.4%, January-October – 10.8%. Budget execution by its revenues – US$ 579.06 mil which is equal to 105.7% from planned activities. External debt of RM on June 30, 2006 – US$ 161.15 mil. 

At the Banking sector the embargo on Moldovan wine export had an effect too, which became apparent in a minor diminishing of principal liquidity coefficients of financial institutes. Loans given out to wine producing enterprises, became potentially unreturnable, increasing risk level at this sector of economy. Nevertheless, credit operations in January-October 2006 comprised US$ 953.49 mil, deposits operation – US$ 1014.57 mil. 

Moldova's currency – the Lei is looking stable against United States dollar. However, foreign exchange market trends influence the USD/MDL course, which has changed from 12.59 MDL for 1 USD in October 2005 to 13.32 MDL for 1 USD at the August 2006. At the current moment USD/MDL is falling – 13.08 MDL for 1 USD. National Bank of Moldova, which has among the its main functions one main principal – the support of the national currency  with stability, and smoothing fluctuations taking place at foreign exchange market to Moldova's currency against other currencies.  

