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Trends and Developments in Romania's Trade Balance
in the Period 2006-2010

Gina loan®, Citilin Angelo loan?

Abstract: In the actual economical crisis, the balance aferaf Romania is a sensible chapter of the
economical policy. The paper analyses the trendsxpbrts and imports between Romania and the
major partners, on global and also on groups ofiga@oriving at the conclusion that if Romania was
on a good road till 2010, the actual tendency igrtov the deficit of the balance of trade.
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1 Introduction

Under the conditions of globalization, to develbp interdependences of the States
of the World, the complexity of the world econommitnessing to a diversification
of the commodity trade. Factors which have inflleghthe development of trade
relations, world economic circuit are primarily econic, and we refer here to the
scientific and technical progress, the deepeninghefinternational division of
labour and, sometimes, these factors have dressieaipg policy also.

The economic flows that take place in the worldnecoy reveals changes in the
economic development of States, changes that uadkd structure and dynamics
of the economic circuit. (Dumitrescu & Bal, 1999337)

The international economic relations, representinglynamic flow, mirrored

physical changes and value of production of thentrgu with effects throughout
the economy. In this context, the business of fpréiade (imports and exports) is
an important component of analysis and appreciatbeconomic structures as
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purposeful, along with other components, macro#&tation and building an
effective economy.

For the Romanian economy, as otherwise, for anp@oy, whether developed or
in transition, the foreign trade is an importanttee of economic growth and
improvement of productive structures. Since 1990mRnia travels the road,
sometimes difficult process of transition to a nedrkconomy, its integration in an
interdependent global economy. The restrictionradle relations with the former
CAER member countries and the geographical orilematf the Romanian foreign
trade towards the countries of the European Unibaye resulted in the
development of trade with the developed countri@grmany, France, Italy,
Belgium, etc.

In 1990, the Romanian exports accounted for $ Hobjl the partner countries
being mainly the former USSR, Yugoslavia and Chand, in a less proportion,
Germany, ltaly etc. After nearly 21 years, the eigpfrom Romania in Russia fell
by almost 50% and the exports to competitive marK&ermany, Italy) have
reached nearly 30%. The geographical reorientatidche Romanian foreign trade
towards the European Union countries has led tinarease in its growth until
2006, representing a share of almost 70% on thereapd 65% on the import.

The liberalization of markets, governed by freedéraagreements, constitutes a
factor for revival of foreign trade, in particulaith the developed countries. Free
trade agreements have contributed to the new impefuexports and the
development of trade. In the statement of Romdroa the data set analyzed, it is
observed that all these have led to economic grobah in the short term, the
expectations being not the same at the long temmlynbecause of the structure of
exports and the factors influencing it. An impottanonomic indicator for both the
decision factors and operators, the main actoitheéneconomy, which can guide
the structure and dynamics of foreign trade, isstkehange rate.

In this paper, we tried to mark out, using statatimethods, the degree of
interdependence between the exchange rate andvtiietien of exports and

imports in terms of appreciation or depreciationha currency. The data collected
relate to a period of 5 years, with a monthly fremey, i.e. January 2006-
December 2010.

We also analyzed the trends of development of xper¢ or import relative to the
main geographical regions of the globe, but alsdrimmania’'s main partners.

Another aspect is that of the special structureghef balance of trade. Its trend
analysis on main groups of goods reflects a redgtigood direction (even if still
somewhat fearful). A negative aspect is referrethéoRomanian trade diversion of
items manufactured from export to import, whichlw#sult in the loss of a
significant number of jobs, particularly in the Iéieof textile industry or the
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footwear, with major social impact phenomenon isst&avoured regions of the
country.

2 The Statistical Analysis

The analysis of the evolution of the balance otlér@f Romania in the period
January 2006-October 2010 (monthly data) revealgpavard trend in both exports
and imports (with a trend more sharply on exposd3pite its sinous character.
After a marked fall in the period October 2008-Jm2009, it is observed (Figure
1), an increase in the volume of trade in the geinomediately after.

The evolution of the balance of trade of Romania
January 2006 - October 2010
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Figure 1
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010

A comparative analysis of the development of Romyaréxports and imports in
relation to the exchange rate euro/leu, reveatdadively close liaison between the
two phenomena. Thus, by calculating the coefficentorrelationp between the
two sets of data (xy;) where x— exchange rate euro/leu aneeyports FOB in
mil. lei, after the formula:

ny. Xy, =2 X2V
=

i=1 =1
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yields p=0,62, so a direct dependence of the level of @égpirthe leu/euro (Figure
2).

Similarly, by calculating the coefficient of coragion p between x— the exchange
rate euro/leu and; ¥ CIF value of imports in mil. euro, we hape-0,57, so an
inverse dependence of the level of imports of ttehange rate euro/leu (Figure 3).

The results obtained, confirm the theoretical etqteans of stimulating exports
with the devaluation of the national currency amel itnports at its appreciation.

A comparison between Romanian exports and the exchge rate
January 2006 - October 2010
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Figure 2
Source: National Institute of Statistics, Intermaial Trade Statistics Bulletin 2007-2010
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A comparison between Romanian imports and the excinge rate
January 2006 - October 2010
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Figure 3
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010

Relative to the Romanian export by geographicalagreahe coefficients of

correlation between the total value of exports #nrad corresponding to continents
ranges from 0.99 in the case of Europe (which méaaisfor an increase in the
general export business of Romania, it should lentad, in particular, towards

the countries of Europe), 0.64 for Asia, 0.41 -iédr 0.44 - America and 0.29 -
Oceania. Note also that there is a significantatation between exports to Asia
and exports total of Romania and at the same timegak correlation between that
corresponding to other continents.

Relative to imports, the coefficients of correlatietween the total amount of their
respective continents ranges from 0.99 in the o&&rirope (which means that the
import activity is prominent in the countries of igpe), at 0.73 for Asia, 0.21 -
Africa, 0.74 — America and 0.39 - Oceania. As alltesf these facts, we see that
there is a significant correlation between impdmsn Asian countries or the USA
and imports total of Romania, the correlation befvAfrican countries or those in
Oceania and our country being insignificant.

Considering the weightings in total exports to Roraa we determined the
regression lines corresponding to each continent.

Thus, the share of exports to Europe have a tegdenchange gives by the
regression line: y =0.00002812x+0.8787 (where lxe-honth of reference with 1 -
January 2007, and y — the total value of exportsrdmion) which signifies a
somewhat constant of approximately 88% of the tetgdort, but with a slight
downward trend overall growth. In particular, tasgefor exports to the European
Union, we have: y =0.00056613x+0.7065 which impireseasing their weighting
in export activity. For Asia, we have: y=0.00000812.6823 therefore a
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constancy more accentuated than in the case ofpEuem encoded form at about
7%. In the case of Africa, we have: y=0.00018658186 and in the case of
America: y =-0.00021008x+0.0319 or Oceania - y=00515x+0.0020. The

general trend of export is therefore fall to theurtnies of the two American

continents and also by the countries of the Oceffgige the export share very little
with approximately 0.15%, so insignificant in theecall).

By performing the same analysis but on ten mortbarited) of the year 2010, the
findings are somewhat different. Thus, the exptwtthe countries of Europe have
the line of regression: y=-0.00276x+0.89736, EuaopeUnion - y=-
0.00445x+0.7502, Asia - y=0.00284x+0.05046, Africay=0.00145x+0.03386,
America - y=0.0015x+0.01625, Oceania - y=0.00003#0900085 where x is the
number of the month corresponding to the referetate of January 2010. It is
noted in the analysis of these functions, a dowdwaend of exports to the
countries of Europe and the European Union, iniqdér, increasing at the same
time, exports to American countries (by which thare in total export of Romania
is quite low).

The evolution of Romanian total exports in Europe
between 2007-2010 (mil. euro)
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Figure 4
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010
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The evolution of Romanian total exports in Asia, Afica, America
and Oceania
between 2007-2010 (mil. euro)
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Figure 5
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010

Doing similar to the situation of imports, we olptahat their relative share to
Europe have a tendency to change due to the lineregfession: y=-
0.00060748x+0.8575, which signifies a somewhat teonsof about 84% of the
total import, but with a slight general trend todsudecrease. In particular, for the
imports targeted by the European Union, we havé&.080558125x+0.6998 — a
trend of slight increase in their share in impoctivaty. For Asia, we have:
y=0.0007646x+0.1039 constancy at about 12%. Inctse of Africa, we have:
y=0.00003723x+0.0049 and in the case of America:0¥90111x+0.0299,
Oceania - y=-0.0000624x+0.0029. The general trérichport is so depressing in
the countries of the two American continents arsb ah countries of Oceania
(imports having a very small proportion of approately 0.15%, so insignificant
in the overall).

The analysis on the ten months (counted) of the 2840, reveals aspects similar
somewhat. Thus, imports from the countries of Earbave the line of regression:
y=0.00269x+0.8281, European Union - y=0.0029x+01709 Asia -
y=0.00217x+0.1394, Africa - y=0.00011x+0.0068, Arcar y=0.00025x+0.0240,
Oceania - y=-0 0002x+0.0014 (x represents the numbke the month
corresponding to the reference date - January 2010% observed, from the
analysis of these functions a trend of increasémiports from the countries of
Europe and the European Union, in particular, desirg at the same time, imports
from all other continents.
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The comparative analysis of exports and importeaksy on the one hand, the fact
that after a period favourable dynamics of expotivdy (at the beginning of the
period considered), last year it shows a downwaethdt in European Union
countries, which are the main destination of expo@in the other hand, imports
from this area shall maintain the trend of incregsvhat shows both an unjustified
increase in the demand for goods from import ambrause of raw materials for
industrial processes.

The evolution of Romanian total exports form Europe
between 2007-2010 (mil. euro)
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Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010
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The evolution of Romanian total imports from Asia,Africa,
America and Oceania
between 2007-2010 (mil. euro)
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Figure 7
Source: National Institute of Statistics, Intermaial Trade Statistics Bulletin 2007-2010

For the main countries, relative to the internalomrade of Romania, the
regression analysis, relative to the first ten rhenof the year 2010, reveals a
decreasing tendency to export in the case of Ifghy0.0023x+0.1852), Turkey
(y=-0.0007x+0.0763), the United Kingdom (y=-0.0008x0466), Austria (y=-
0.0003x+0.0278), USA (y=-0.0001x+0.0210), China-(y60002x+0.0054). If in
the situation of exports to China, USA, Austria ¢hd UK the situation is not
alarming (because of the percents of these cosritrithe total export — about 4%),
in the case of Turkey or Italy the situation is wyarg, these countries representing
about 7% and 17% respectively of total exports donBRnia. Trends of increasing
export manifests itself in the case of Germany (§602x+0.1686) with a total
weight of approximately 17%, France (y=0.00001x¥8%) - 7,5% of total
exports, Hungary (y=0.0008x+0.0501) - 5,5% of totakports, Bulgaria
(y=0.0016x+0.0200) - 3% of total exports and the s$tan Federation
(y=0.0003x+0.0130) - 1,5% of the total export. iif the case of Germany, the
increasing trend is significant at a rate of 17%ha&f exports to Romania, in the
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situation of other countries, increasing trenditisez too weak (France), or refer to
the partners of the export quite poorly represemtedtal.

Romania imports from partner countries, revealghi@ last ten months of the
analysed year 2010, a downward trend in the stnatdf Italy (y=-
0.0027x+0.1172), Germany (y=-0.0012x+0.1072), Feafg=-0.0006x+0.0482),
Turkey (y=-0.0010x+0.0482), the United Kingdom @:£008x+0.0294), Austria
(y=-0.0004x+0.0176), USA (y=-0.0002x+0.0133), Chife=-0.00005x+0.0034)
and an increase only in the case of Hungary (y#mBg+0.0319), Bulgaria
(y=0.0007x+0.0130) or the Russian Federation (y3@0dx+0.0082).

Analyzing comparatively, it follows a joyful sitiah about the balance of trade
with Germany and France (an increase in exportsaatetrease in imports). In the
case of Italy, Turkey, United Kingdom, Austria, USAChina, is distinguished by
both a decrease in exports and imports, with rhgtbot approximately equal, so
maintaining a relative level of the balance of &ath the case of Hungary, the
pace of increase in exports (0.07%) exceeds thefneiports (0.005% monthly)
what is a really gratifying. The same fact is notdso in the case of Bulgaria
(growth rate of exports of 0.15%-monthly and 0.0#6nthly increase in imports)
or of the Russian Federation (0.02%-exports vigsaOv004%-imports). On the
other hand, the share of these latter countrigkartrade balances of Romania (a
maximum of 3%) is not a reason for a great satisfac
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The evolution of Romanian exports FOB (mil. euro)a the
principal partners between January 2007- October 200
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The evolution of Romanian imports CIF (mil. euro) from the
principal partners between January 2007- October 200
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Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010

The analysis of exports and imports by groups ofipcts reveals a trend upward
to export foodstuffs and live animals (y=2.2969x:83r6), but also to imports
from the same products (y=2.0943x+164.0176). Tlopeslof the regression of
export being greater than the relative import, waveha joyful development
perspective. The product group "beverages and tobat an ascending slope of
the trend of export (y=0.7485x+1.8983) correspordsrend of reduction of
imports (y=0. 0600x+29.4713). The category "Raw évals, excluding fuel”
reveals an equation of the regression line y=1.48Y63.1365 — export and
y=0.2785x+92.3903 — import — positive developmeintghe trade balance. A
marked fall in both export (y=-1.2325x+228.6533) danmport (y=-
2.1745x+497.4952) is recorded in chapter "mineu&ld, lubricants and related
materials”, but the further decrease of the impisrggood for reducing deficit kicks
off the balance of trade in relation to this pradtetegory.

An increase in exports (y=0.1259x+3.1594) to "didds and waxes of animal and
plant origin" is, unfortunately, moved forward by c@nsiderable increase in
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imports (y=0.2004x+7.5011) which will result in amplification of the negative
balance of trade balance.

The same situation occurs in the category "chenpicaducts and related products
nes" where a regression function y=0.7275x+123.263Xport, corresponds to
y=2.7924x+367.6026 — import.

A happy situation is to "processed products classifnainly raw material” and
"machinery and transport equipment" where, at #grassion of rising export
(y=0.3146x+470.2569, y=12.9981x+558.7709) corredptm decreasing import
regression (y=-0.7869x+878.5844 and y=0.4308x+13¥ZR) respectively) so a
recovery trend of negative balance of trade as #éineyecorded at present.

A particularly damaging is the "miscellaneous mactdred articles” where export
regression is y=-1.7013x+556.4549 and the impo®.9204x+318.0411. It is

known that a large proportion of the populatiortted female sex work exactly in
this sector (industry of textiles or footwear), thie reduction of exports, with

simultaneous acceleration of imports will lead perspective, the reduction of a
large number of jobs.

The Romanian exterior trade with food and live aninals
between 2007-2010 (mil. euro)
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Figure 10
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010
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The Romanian exterior trade with beverages and toleco
between 2007-2010 (mil. euro)
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Figure 11
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010

The Romanian exterior trade with crude materials, nedible, except
fuels
between 2007-2010 (mil. euro)
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Figure 12
Source: National Institute of Statistics, Intermattal Trade Statistics Bulletin 2007-2010
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The Romanian exterior trade with mineral fuels, lukricants and
related materials between 2007-2010 (mil. euro)
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Figure 13
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010

The Romanian exterior trade with miscellaneous maniactured
articles
between 2007-2010 (mil. euro)
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== E X P-Miscellaneous manufactured articles==== IMP-Miscellaneous manufactured articles

Figure 14
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010
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The Romanian exterior trade with animal and vegetale oils, fats
and waxes between 2007-2010 (mil. euro)
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== EXP-Animal and vegetable oils, fats and waxes

== |MP-Animal and vegetable oils, fats and waxes

Figure 15
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010

The Romanian exterior trade with chemicals and relted products,
n.e.s.
between 2007-2010 (mil. euro)

=== EXP-Chemicals and related products, n.e=s===|MP-Chemicals and related products, n.e.s.

Figure 16
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010
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The Romanian exterior trade with manufactured goodslassified
chieflz bz material between 2007-2010 (mil. euro)
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e F X P-Manufactured goods classified chiefly by materia

e |MP-Manufactured goods classified chiefly by makri

Figure 17
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010

The Romanian exterior trade with machinerz and trarsport
equipment
between 2007-2010 (mil. euro)
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=== E X P-Machinery and transport equipment====|MP-Machinery and transport equipment

Figure 18
Source: National Institute of Statistics, Intermatal Trade Statistics Bulletin 2007-2010
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The Romanian exterior trade with goods not classiéd in other
section
between 2007-2010 (mil. euro)
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= EXP-Goods not classified in other sectiom====IMP-Goods not classified in other section

Figure 19
Source: National Institute of Statistics, Intermaial Trade Statistics Bulletin 2007-2010

3 Conclusions

The analysis of the evolution of the balance otlér@f Romania in the period
January 2006 to October 2010 reveals a numberpefcasthat deserve to be taken
into account by the decisions factors.

If Romania's monetary policy is quite good (seehexge rate relations — the
volume of goods exported or imported), the orieotabf foreign trade activity in
the last period, does not appear under best kittk3lous, despite the fact that the
European Union and, in general, Europe, are the tmade partners of Romania
(72%-share in total - EU exports and 71% in thaltonport, respectively) the
general trend is the decline of exports to thesasaand for increased imports.

Relative to the balance of trade with main partnérés observed a downward
trend of exports to Italy and Turkey (with 17% arfd respectively, of the total)
and an increase in the case of Germany (about Or@@#ihly). Also, exports to
Hungary and Bulgaria registered an upward trendortumately they own small
weights in total exports. Import activity knew amoeigh serious decline, obviously
the economic crisis but, overall, compensatesxXpo#gs at the same destinations.

On product groups, we can observe a start rightintheir balance of trade in
most, even though quite shy, only worrying phenoomeis the overthrow of the
situation in the framework of articles manufactureldere import trend becomes
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predominant in relation to the export involving oragocial phenomena, such as
increased unemployment among women.
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