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Following deadlock with Russia in 2003, a primary

focus of Moldova’s leading political party, the Party of
Communists of the Republic of Moldova (PCRM), has
been on improving the country’s relationship with the EU.
Nevertheless, depending on the evolution of the political
and economic situation in Moldova, the EU option could
recede and Russia could become more dominant. Tense
relations with Romania, an EU member, will further
complicate relations with the EU, after allegations by the
Moldovan authorities that Romania stirred up trouble in
Moldova following the election in April 2009. A long-term
dispute over the self-proclaimed independence of the
territory of Transdniestr is also unlikely to be resolved in
the near future.

Moldova's population of 3.6 million has shrunk by

2.3% since 2005, largely due a migratory labour-force
which in turn has created a simultaneous decline in both
employment and the unemployment rate, which fell by
1.5 percentage points to 3.9% in 2008. One estimate
shows 310,000 people (some 9% of the population) as
working abroad in 2008. Although this migration was

a driving factor in economic growth, by providing the
financial resources that enabled rising consumption,

it also threatened the fiscal sustainability of the social
insurance fund, raised the labour costs and led to labour
shortages in some sectors of the economy. However,
the forced return of workers from those countries most
seriously affected by the financial and economic crisis is
expected to drive the unemployment rate up again in
2009, possibly to as high as 10%.

The global economic crisis has had an increasingly
negative impact on the Moldovan economy.

In recent years, private consumption has been its
primary engine room, mainly fuelled by the inflow

of remittance funds from overseas workers to reach
113% of GDP in 2008. Recession in the EU has made
this unsustainable, and the situation is exacerbated by
the government's failure to stimulate the private sector
through investments in education and infrastructure.
As a result, Moldova appears to be one of the most
vulnerable transition economies.

Growth in 2008 was impressive, however, with GDP up
by 6.5% to EUR 4.2 billion, a substantial decline is now
forecast for 2009, due to reduced private and external
consumption and a scarcity of investment resources.

Investment levels increased significantly over the three
years up to 2008, contributing positively to GDP growth.
Unfortunately, this tendency ceased once the global
financial crisis emerged in the Moldovan economy, and it
is expected that investment resources will remain scarce
in 2009-2010.




Under these harsh economic conditions, companies are
expected to make better use of existing capital and labour
and to achieve higher productivity.

The country’s currency, the Moldavian Leu, strengthened
for much of 2008 before starting a decline in September
2008 that in early 2009 forced the National Bank of
Moldova (NBM) to intervene more strongly in order to
limit its further weakening. In the face of significantly
falling inflation during 2009, however, it is expected that
the NBM will be able to boost the liquidity of commercial
banks and encourage lending by reducing interest rates.

Average annual inflation is expected to fall from 7.3% in
2008 to a maximum of 4% in 2009 and 2010, as oil and
food prices decline.

Although the current account deficit is forecast to narrow
during 2009 and 2010, it will remain substantial. Inflows
from FDIs and private-sector borrowings are likely to

be negatively affected by the poor global economic
environment. Following a slight decline in exports (down
by 1.3% to EUR 1.7 billion) and imports remaining
unchanged at EUR 3.7 billion in 2008. Both exports and
imports fell sharply in the first quarter of 2009, driven

by recession in Romania, Italy and Germany, the three
primary markets for Moldova’s relatively limited export
base.

The budget deficit is expected to widen to around 3.5%
of GDP in 2009 under the impact of economic recession,
before narrowing in 2010.

2005/2007

Average Values

Moldova

2007-2008

2008

Change (%) Change (%)

Population (mil.) 0.0 -0.1 3.8
Average monthly gross wage (EUR) 10.9 17.7 616.0
EUR Exchange rate vis-a-vis -0.3 -0.2 1.9
USD Exchange rate vis-a-vis -2.7 4.3 1.4
Real change (%) Real change (%) EUR mil.
GDP 5.4 6.5 4,163
Private consumption 15.0 27.5 4,156
Public consumption 29.4 8.5 882
Gross fixed capital investments 32.6 -14.7 1,053
Exports (goods and services) 10.7 -1.3 1,659
Imports (goods and services) 21.4 0.0 3,718
Nominal change Nominal change EUR mil.
(EUR mil.) (EUR mil.)
Trade balance -359 73 -1,712
Current account balance -147 -251 <726
General government balance -4 7 0
General government gross debt -17 -43 864
External debt -5 -55 622
Foreign currency reserves 186 285 1,196
Percentage point Percentage point %
change change
Economic activity rate -2.2 -3.4 47.0
Unemployment rate -0.9 -1.5 3.9
CPI rate (previous year = 100%) 0.2 -5.8 7.3
Central bank interest rate 0.5 -2.0 14.0
1-year yield on Treasury Bill 2.0 2.9 19.8
10-year yield on Treasury Bond n/a n/a n/a

Sources used: Reuters Ecowin Pro
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