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I. ECONOMIC OVERVIEW - ROMANIA 2014 

 

 

 

In 2014, the economic growth continued the positive evolution recorded in 2013, even if 

the growth rate was lower than last year and compared to the forecasted level. The 

expected growth rate fluctuates between the estimation of the International Monetary 

Fund of 2.4% and the anticipation of the Romanian Government of 2.8%.  

 

Compared to 2013, the economic growth had stronger fundaments being also supported 

by internal demand (private consumption). The sources of growth were more diversified.  
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The positive evolution of GDP is generated by the industrial activity that was sustained by 

external demand, as well as by slight improvement in the internal demand. Economic 

growth was negatively affected by the decrease of private and public investments. Lack of 

investment in infrastructure and weak capacity to attract European Funds negatively affect 

the growth rate of the Romanian economy. 

 

 
 

The fundamentals of the real estate market are also reflected by the contribution of the 

constructions sector to the growth of GDP. This sector has a negative influence of 0.1%-

0.3% during Q1 – Q3 2014. On the other side, real estate transactions had a contribution of 

0.1%-0.3%. The aggregated data at national level also reveal the adjustment of the 

construction activity to the absorption capacity of the real estate market. The outlook for 

2015 remains positive, the forecasted economic growth is 2.5%.  

 

The improvement of the economic environment is evidence that the real estate market will 

benefit from favorable conditions for consolidation and improvement of specific market 

indicators. The analysis of the most recent macroeconomic data reveals the diminishing 

evolution of the annual inflation rate; thus, in December 2014, the annual inflation rate 

reached a historical low of 0.83%. This evolution is generated by the influence of the prices 

of imported goods. These prices reflect the low level of inflation in Euro-zone, decreasing 

trend in the fuel prices, doubled by a descendent trend of aggregated demand. 
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The evolution of the unemployment rate in 2014 is similar to 2013, recording a decreasing 

trend. In 2014, the unemployment rate recorded seasonal fluctuations with obvious 

decrease below 5% during summer months due to seasonal employment. Unemployment 

rate decreased from 5.90% in January 2014 to 5.18% in November 2014. Although this 

aggregated economic indicator is 

lower compared to other EU 

members, it does not reveal the 

significant discrepancies between 

different areas in Romania, such 

as Vaslui County (10.95%), the 

area with the highest 

unemployment rate, and Ilfov 

County (1.53%) with the lowest 

unemployment rate.  

 

 Under the circumstances of a significant 

reduction of the inflation rate, NBR has 

successively decreased the monetary 

policy interest rate during 2014, from 

3.75% in January to 2.50% in December. 

The decision of NBR should theoretically 

result in the decrease of the interest 

rates for loans granted in national 

currency, including mortgage loans for 

real estate acquisition. The decisions of NBR in 2014 continue the policy of progressive 

reduction of the monetary policy started in 2013.  

 

The effect of this decision is reflected 

in the reduction of the interest rates 

for new mortgage loans granted in the 

national currency from 8.35% in 

December 2012 to 4.97% in November 

2014. As a result of this consecutive 

decrease, the effective annual interest 

rate granted in national currency is 

almost similar with the rate quoted for 

loans granted in Euro. This decision 

aimed to increase the number of loans 

granted in national currency in order to  
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protect the population against the negative effects of devaluation. Indirectly, these 

decisions have resulted in the increase of the number of mortgage loans by 16% in Nov 

2012 - Nov. 2014, according to the data provided by the NBR.  

 

The exchange rate had small variations 

during 2014, the average monthly rate 

fluctuated between 4.4-4.5 RON for 1 

Euro. The stability of the exchange 

rate, as well the prudent policy of NBR 

aiming to discourage loans granted in 

foreign currencies protect the 

residential segment against potential 

financial shocks generated by the 

devaluation of the national currency.  

 

 

Solvability of demand on the residential segment is revealed by the purchasing power of 

population. The average monthly income per household is currently at 2.495 RON (937 

RON per person) for third quarter of 2014.  

 

The structure of household expenditures reflects the relatively limited potential of the 

residential segment to recover, considering the available monetary resources allocated to 

the acquisition of a residential unit. Thus, expenditures allocated to investments for the 

acquisition or construction of a residential unit, acquisition of plots have a small weight in 

the total amount of the households’ expenditures, specifically 1.1%. Under these 

circumstances, the banking sector has an important role for the residential segment, as the 

acquisition of the residential units is dependent on the conditions imposed by financial 

institutions. 

 

 

 

 

 

 

 

 



 

 

II. OUR MOST SIGNIFICANT CURRENT PROJECTS 
 

Sisesti 125 Residential Project - Bucharest, Romania  
 

The structure works relating to the latest residential 

development undertaken by our team in one of 

Bucharest’s top neighbourhoods, Sisesti, have 

begun. The Hertz Construction & Project 

Management team is focused on keeping the project 

on schedule & on budget. The Sisesti area is one of 

the newest residential areas in Bucharest, benefiting 

from a peaceful neighbourhood and proximity to 

restaurants, supermarkets and public transportation.  

 

Tomis Blvd. Residential Project - Constanta, Romania  
 

The structure works of the latest residential 

development managed by the Hertz Construction & 

Development team in Constanta are underway as of 

December 2014. The project is set to comprise two 

11-floor buildings with an apartment mix suitable for 

all types of clients – 2, 3 and 4-room apartments. The 

demand for residential units in Constanta has 

registered a significant increase in the past years and 

this new project is sure to compete with the most 

luxurious projects in the seashore city of Constanta.  

 

Primaverii 47-49 Residential Project - Bucharest, Romania  

 

The finishing works relating to the latest residential 

development in one of Bucharest’s prime 

neighbourhoods are close to completion. The most 

luxurious addition to Hertz Construction & Project 

Management’s project portfolio is going according to 

schedule and on budget thanks to our dedicated 

project team. We are very proud to take part in the 

development of this project, with its lavish design 

and amazing location.  
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Tagor Urban Village - Pipera, Romania 

 

Tagor’s second unique Urban Village concept in 

Bucharest is completed and has started the sales 

process as we speak.  

The project developed by the company in Pipera will 

start with 100 units and is set to comprise 600 units 

by its completion. 

 

 

Dimri Residential project – Bucharest, Romania 
 

Israeli investor Dimri is in progress of developing a 

new project in the South area of Bucharest, in 

Ghencea. The concept is simple, yet modern and 

focuses on offering clients the best value for their 

budget. The full project is set to comprise 12 

buildings of 11 storeys each. The apartment mix 

mostly comprises 2-room apartments, in accordance 

with the market demand and trends.  

 

Student accommodation buildings – Bucharest, Romania 
 

The management and supervision services provided 

by Hertz C&PM for the renovation of two new 

student accommodation buildings in Bucharest, 

involving an investment of approx. 1 million EUR 

continue, since market demand has increased. The 

buildings have strategic locations, in the vicinity of 

universities and public transport hubs. The 

consolidation and renovation of these units will 

improve the offer of accommodation for students.  

 

 

(For more details, visit: www.hertzmanagement.com) 

 

http://www.hertzmanagement.com/
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III. MARKET DEVELOPMENT NEWS 
 

5 pct VAT for property costing up to EUR 100,000 

 

The new Fiscal Code which comes into force starting January 2016 contains a provision 

that has escaped most real estate players, but will have major effects on the market, 

states Ilias Papageorgiadis, CEO of More Group Companies, on his blog. 

  

The mentioned provision modifies the limit on apartments which will have a 5 percent 

VAT, taking it from RON 385,000 (about EUR 85,500) to RON 450,000 (about EUR 100,000). 

Property that goes above this price will fall into the standard VAT category, which will also 

see modifications, going down from 24 percent to 20 percent. According to 

Papageorgiadis, 90 percent of Romanians or foreigners buying real estate in Romania 

usually go for property that is below the current threshold, mainly in a bid to stay within 

the 5 percent VAT range. 

 

Besides that, the market itself has been influenced by this limitation, leading to developers 

projecting and selling mostly property that falls within the first category, knowing that 

buyers would avoid real estate that falls in the 24 percent VAT. 

 

Papageorgiadis divides the residential market in Romania in 4 categories: 

A. properties in Romania’s poorer towns located near the prosperous cities, 

where the price of apartments does not exceed EUR 700-750 per sqm; 

B. properties in the major cities of Romania or near Bucharest, where the 

price of apartments does not exceed EUR 900-950 per sqm; 

C. properties in Bucharest and other large cities, where the price of 

apartments varies between EUR 950-1250 per sqm; 

D. a relatively small number of properties sold at a higher price. 

 

Taking this structure into account, the RON 385,000 limit meant: 

 unlimited options for A category above. The exception is the large villas of 

170-200 sqm surfaces, but overall the market has developed under this 

threshold; 

 many options for class B properties. One can find three bedroom apartments 

that cost less than RON 385,000, while the villas situation is similar to that 

above; 

 studios, one and two bedroom apartments in the city, with two bedrooms 

being available in semi-central areas. Three bedroom apartments are quite  

http://www.iliaspapageorgiadis.ro/2015/09/16/5-tva-pentru-proprietatile-peste-450-000-lei-o-decizie-cu-impact-major-pentru-multi-cumparatori/
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 rare despite the growing population’s needs. The solution developers found 

was to provide two or three bedroom apartments on smaller surfaces; 

 some of the studios or one bedroom apartments in category D are sold at a 

price below RON 385,000, while the rest in this category exceed the limit and 

target customers with a higher purchasing power. 

 

The middle class buys properties in the first three categories, says Papageorgiadis. 

 

The RON 65,000 that will be added to the upper limit starting January will surely change 

the structure mentioned above, leading to possibly larger apartments falling still in the 5 

percent VAT category, to more customers buying larger spaces, to more real estate 

projects expanding to three bedroom apartments and even larger apartments closer to the 

centre of the cities. 

 

This rise in the VAT limitation offers positive perspectives for the real estate market, 

especially for buyers who will be able to access properties that better fit their housing 

needs without having the feeling they need to pay more than it is worth it for an extra 

room, Papageorgiadis concludes. 

 

(Source: www.business-review.eu)  
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