BCRS

)Ssroads

Ciprian Dascalu, Chief Economist, BCR
24-Jun-26






Recession becomes baseline for 2026. Consumption-driven growth model reached its
limits. The economy stuck between structural and cyclical headwinds

Real GDP growth: demand side (contribution, pp)
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2026 is likely to be the third consecutive year with well-below potential
GDP growth and we are now expecting a recession as our baseline.
Heavy data revision revealed two technical recessions over the past
couple of years. Additional data revisions are likely.

Negative statistical carry-over effect weighs on 2026 growth outlook.
Investments are seen main growth driven this year. Consumption
expected to have a negative contribution.
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Meager growth across all sectors in 2025. Bottoming-out for domestic
manufacturing is in sight as German industry warms up its engines,
though protracted war in Iran might postpone the recovery.

We see 2026 GDP growth at -0.3% y/y. Upside potential on EU-funded
investments, though absorption could disappoint vs plans. Downside
potential due to depressed consumer confidence and external shocks.
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Aftermath of so-called ‘wage-led growth’ policy: unfounded
wage expectations and competitiveness issues

Real wage growth vs labour productivity Retail sales vs industrial production
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Net exports is becoming more growth supportive

Lower consumption leads to lower imports

Household consumption in Romania
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Peak EU funds as % of GDP in 20267

Gross fixed capital formation determinants
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*) purchased by private companies and public institutions
BCRé **) IT&C software, agriculture investments, R&D, real estate, etc.
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Private sector the main driver of investments, but government share has been on the rise
recently

Investment by sector in Romania (% of GDP, 2024) Investment by sector (% of GDP, 2024)
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Corporate investment prioritizes capacity expansion, while innovation ("new to the country
or global market”) remains subdued

Investment priorities (% of asked) Innovation activities of firms
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Strong entrepreneurship drive. Low Al adoption rates

Entrepreneurship as a good career choice as Enterprises by size using at least one of the Al
opposed to perceived opportunities, % technologies in 2025, percent of size category
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Romanian students score very low in PISA, large gaps
among social-economic statuses

(average of math, reading and science score)

PISA score by country

PISA math score by social-economic status

(gaps between quarters)
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Poor digital public services for businesses

Digital public services for businesses, Digital public services for businesses,
Business start-up Regular business operations
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This indicator shows online provision of key public services for entrepreneurs, measured as the share of
administrative steps that can be completed fully online for major life events (when starting a business and later

during regular operations).
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Budget deficit: 6.0% of GDP seems like nhew 3.0% post-Covid;
high rigidity in fiscal expenditures

20 Budget deficit % of GDP

0.0

\
-2.0 AN
-4.0

-6.0 4

-6.2

-8.0

-10.0
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

=—=2020 =——2021 —2022 2023 2024 —2025 ——2026

ERSTES

Group

120 Public spending rigidity vs cyclical budget
revenues
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® Rigid spending (+ interest payments vs fiscal revenues + social contributions)

® Rigid spending (public wages + pensions vs fiscal revenues + social contributions)

Source: MinFin, BCR Research
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Largest fiscal gap in EU, growing public debt-to-GDP; 1% FX
depreciation adds +0.3pp to debt-to-GDP ratio

6 Fiscal balance across EU27, 2025 15 Public debt dynamic: main drivers
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Public debt to GDP ratio projected trajectory in 6-year linear Debt_to_GDP ratiO: key
adjustment scenario, 2025-30 (% of GDP)*

indicator for markets
75 1 We believe that any discussion regarding a
possible change of the outlook back to stable will
require some improvement in fiscal metrics. The
debt-to-GDP ratio is one of the most important
indicators for both markets and rating agencies.
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] Romania has agreed with the EC on a fiscal

adjustment plan stretching for multiple years to
bring the budget gap to the 3% threshold. This,
in turn, should stabilize the debt-to-GDP ratio,
which has been growing at an accelerated pace
in the past couple of years.
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A quantitative approach regarding the debt
trajectory shows that, after an adjustment period
of six years, stabilization could be reached
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Unsustainable borrowing costs: nominal rates (r) > nominal GDP
growth (g). Primary surplus can revert debt-to-GDP ratio path
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Romania - EU outlier in terms of twin deficits

Twin deficits: most vulnerable position within EU
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Decrease in savings & relatively high domestic investments
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Political risks added to pressure on spread widening on top of
heavy supply and higher C/A financing needs

AAA sovereign rating
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EUR denominated sovereign bonds
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On verge of losing IG status in 2027 if fiscal slippage not avoided
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Rollercoaster ride for Romanian markets over past 1.5 years
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10Y EUR ROMANI yield & spread vs
benchmark
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Macro reports & forecasts are publicly available on Erste
Group's website and our mobile applications

Open in your browser On your mobile Scan our QR code

-
ERSTESS Research TR e o || e ERSTES Research
Group roup

Economy | Rates | Currencies Equity Credit ESG|SDG Videos AboutUs Administration Report Finder ‘

CEE Challenges for the new decade:
No.1 Demography

No.2 Going Green

No.3 Rule of Law

No.4 Healthcare

/|

No.5 Euro Adoption

=AW |

/ ‘l ' "r’; K = =
,;'l bt & 2 ~ No.6 Labor Market

A’ /) ‘ 4 & Ve b 3
A “ AL NS = A 4 No.7 Education
2 @»& Wi No.8 Regional Development CEE Macro Outlook, 13.06.2023
exports. No.9 Capital Markets ) L
. 2023 GDP growth in CEE: starring investment

Full series of reports

and net exports.

CEE Insights, 12.06.2023 nstant Comments Show More .
i Instant Comments We revise our 2023 GDP forecast to 1.3%
Maysirtiationnimbsewin heftowingiin RO: May CPI surprised to the upside (CEE8 average), driven by upward revision of
el e e ek e s growth n Croatia and Poland. Czechia and
and Slovenia (inflation... CZ: Inflation affected by food prices Hungary went through A . .
Instant Comment, 12.06.2023 .
Gt pe Visit our research page:

SK: Industry back in the red

: . erstegroup.com/en/research
Baltics: Slow growth and lower inflation

As a consequence of the fallout of the war in Ukraine, Baltic ﬁ \ Daily Updates Show more
on have a deceleration in growth, with Estonia f

CEE Macro Outlook, 07.06.2023

\ 2023 GDP forecast revised

CEE Macro and Fl Daly, 13.06.2023

even experiencing a... s

More PDF

.
BCR 5 Source: Refinitiv, Eurostat, Erste Group Research
June 24, 2026


https://www.erstegroup.com/en/research

Contacts

Visit https://www.erstegroup.com/en/research

Erste Group Research (Vienna)

BCRS

Fritz Mostbock, CEFA®, CESGA®

Head of Group Research
+43 5 0100 11902

friedrich.mostboeck@erstegroup.com

Local Research Offices

Juraj Kotian

Head of CEE Macro/ Fl Research
+43 5 0100 17357
juraj.kotian@erstegroup.com

Henning EBkuchen, CESGA®

Head of CEE Equity Research

+43 50100 19634
henning.esskuchen@erstegroup.com

Rainer Singer

Head of Major Markets & Credit Research
+43 50100 11909
rainer.singer@erstegroup.com

Bratislava

Slovenska Sporitelna
Head: Maria Valachyova
+421 (0)911 891 102
valachyova.maria@slsp.sk

Prague

Ceska Sporitelna
Head: David Navratil
+420 224 995 439
dnavratil@csas.cz

Budapest

Erste Bank Hungary

Head: Jozsef Miro

+36 (1) 235 5131
jozsef.miro@ersteinvestment.hu

Warsaw

Erste Securities Polska / Erste Bank Polska
Heads: Piotr Bielski, Cezary Bernatek

+48 691 393 119, +48 22 257 5751

piotr.bielski@erste.pl
cezary.bernatek@erstegroup.com

Bucharest

Banca Comerciala Romana (BCR)
Head: Ciprian Dascalu

+40 373510 424
ciprian.dascalu@bcr.ro

Zagreb/ Belgrade

Erste Bank

Heads: Alen Kovac, Mladen Dodig
+385 72 37 1383, +381 1122 09178
akovac2@erstebank.com

mladen.dodig@erstebank.rs

23


https://www.erstegroup.com/en/research
mailto:valachyova.maria@slsp.sk
mailto:Jozsef.Miro@erstebroker.hu
mailto:Horia.BraunErdei@bcr.ro
mailto:DNavratil@csas.cz
mailto:piotr.bielski@erste.pl
mailto:Cezary.Bernatek@erstegroup.com
mailto:akovac2@erstebank.comMladen.Dodig@erstebank.com
mailto:mladen.dodig@erstebank.rs
mailto:juraj.kotian@erstegroup.com
mailto:henning.esskuchen@erstegroup.com
mailto:friedrich.mostboeck@erstegroup.com
mailto:gudrun.egger@erstegroup.com

Disclaimer

This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated subsidiaries "Erste Group") independently and objectively as general information. This publication
serves interested investors as additional source of information and provides general information, information about product features or macroeconomic information without emphasizing product selling marketing
statements. This publication does not constitute a marketing communication pursuant to Art. 36 (2) delegated Regulation (EU) 2017/565 as no direct buying incentives were included in this publication, which is of
information character. This publication provides only other information without making any comment, value judgement or suggestion on its relevance to decisions which an investor may make and is therefore also no
recommendation. Thus this publication does not constitute investment research pursuant to Art. 36 (1) delegated Regulation (EU) 2017/565. It has not been prepared in accordance with legal requirements designed to
promote the independence of investment research and it is not subject to the prohibition on dealing ahead of the dissemination of investment research. The information only serves as non-binding and additional
information and is based on the level of knowledge of the person in charge of drawing up the information on the respective date of its preparation. The content of the publication can be changed at any time without notice.
This publication does not constitute or form part of, and should not be construed as, an offer, recommendation or invitation for a transaction in any financial instrument or connected financial instruments, and neither this
publication nor anything contained herein shall form the basis of or be relied on in connection with or act as an inducement to enter into any contract or inclusion of a financial or connected financial instrument in a trading
strategy. Information provided in this publication is based on publicly available sources which Erste Group considers as reliable, however, without verifying any such information by independent third persons. While all
reasonable care has been taken to ensure that the facts stated herein are accurate and that the forecasts, opinions and expectations contained herein are fair and reasonable, Erste Group (including its representatives and
employees) neither expressly nor tacitly makes any guarantee as to or assumes any liability for the up-to-dateness, completeness and correctness of the content of this publication. Erste Group may provide hyperlinks to
websites of entities mentioned in this document. However, the inclusion of a link does not imply that Erste Group endorses, recommends or approves any material on the linked page or accessible from it. Neither a
company of Erste Group nor any of its respective managing directors, supervisory board members, executive board members, directors, officers of other employees shall be in any way liable for any costs, losses or
damages (including subsequent damages, indirect damages and loss of profit) howsoever arising from the use of or reliance on this publication. Any opinion, estimate or projection expressed in this publication reflects the
current judgment of the author(s) on the date of publication of this document and does not necessarily reflect the opinions of Erste Group. They are subject to change without prior notice. Erste Group has no obligation to
update, modify or amend this publication or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently
becomes inaccurate. The past performance of a financial or connected financial instrument is not indicative for future results. No assurance can be given that any financial instrument or connected financial instrument or
issuer described herein would yield favorable investment results or that particular price levels may be reached. Forecasts in this publication are based on assumptions which are supported by objective data. However, the
used forecasts are not indicative for future performance of financial instruments incl. connected financial instruments. Erste Group, principals or employees may have a long or short position or may transact in financial
instrument(s) incl. connected financial instruments referred to herein or may trade in such financial instruments with other customers on a principal basis. Erste Group may act as a market maker in financial instruments,
connected financial instruments or companies resp. issuers discussed herein and may also perform or seek to perform investment services for those companies resp. issuers. Erste Group may act upon or use the
information or conclusion contained in this publication before it is distributed to other persons. This publication is subject to the copyright of Erste Group and may not be copied, distributed or partially or in total provided or
transmitted to unauthorized recipients. By accepting this publication, a recipient hereof agrees to be bound by the foregoing restrictions.

Erste Group is not registered or certified as a credit agency in accordance with Regulation (EC) No 1060/2009 of the European Parliament and of the Council of 16 September 2009 on credit rating agencies (the Credit
Rating Agencies Regulation). Any assessment of the issuers creditworthiness does not represent a credit rating pursuant to the Credit Rating Agencies Regulation. Interpretations and analysis of the current or future
development of credit ratings are based upon existing credit rating documents only and shall not be considered as a credit rating itself.

© Erste Group Bank AG 2026. All rights reserved.

Published by:

Erste Group Bank AG

Group Research

1100 Vienna, Austria, Am Belvedere 1
Head Office: Wien

Commercial Register No: FN 33209m
Commercial Court of Vienna

Erste Group Website: www.erstegroup.com

BCRS 24


http://www.erstegroup.com/

	Cover
	Slide 1: Macro outlook: at the crossroads
	Slide 2: GDP growth: stuck between structural and cyclical headwinds
	Slide 3
	Slide 4: Aftermath of so-called ‘wage-led growth’ policy: unfounded wage expectations and competitiveness issues
	Slide 5: Net exports is becoming more growth supportive 
	Slide 6: Peak EU funds as % of GDP in 2026? 
	Slide 7: Private sector the main driver of investments, but government share has been on the rise recently 
	Slide 8: Corporate investment prioritizes capacity expansion, while innovation ("new to the country or global market“) remains subdued  
	Slide 9: Strong entrepreneurship drive. Low AI adoption rates 
	Slide 10: Romanian students score very low in PISA, large gaps among social-economic statuses 
	Slide 11: Poor digital public services for businesses
	Slide 12: Constrains: between the rock and the hard place
	Slide 13: Budget deficit: 6.0% of GDP seems like new 3.0% post-Covid; high rigidity in fiscal expenditures
	Slide 14: Largest fiscal gap in EU, growing public debt-to-GDP; 1% FX depreciation adds +0.3pp to debt-to-GDP ratio
	Slide 15: Debt-to-GDP ratio: key indicator for markets
	Slide 16: Unsustainable borrowing costs: nominal rates (r) > nominal GDP growth (g). Primary surplus can revert debt-to-GDP ratio path
	Slide 17: Romania – EU outlier in terms of twin deficits 
	Slide 18: Political risks added to pressure on spread widening on top of heavy supply and higher C/A financing needs
	Slide 19: On verge of losing IG status in 2027 if fiscal slippage not avoided
	Slide 20: Rollercoaster ride for Romanian markets over past 1.5 years

	Agenda
	Slide 21: Follow #ErsteGroupResearch on LinkedIn
	Slide 22: Macro reports & forecasts are publicly available on Erste Group‘s website and our mobile applications 
	Slide 23: Contacts
	Slide 24: Disclaimer


