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Abstract

This study constructs a composite financial cycle index for the Republic of Moldova to support the
assessment of cyclical systemic risk and the calibration of macroprudential policy instruments. Using
quarterly data for 2007Q2-2025Q4, the cyclical components of selected macro-financial variables are
extracted through Complete Ensemble Empirical Mode Decomposition with Adaptive Noise. The extracted
cycles are broadly robust to alternative specifications and stable under quasi-real-time estimation. The
comparison of candidate indices with different compositions and aggregation schemes supports the
selection of an equally weighted index comprising real credit, real residential property prices, and the sign-
adjusted current account balance, whereas time-varying weights provide no clear advantage and the real
interest rate may generate misleading signals during periods of high inflation. The resulting index provides
a reasonable and transparent framework that can be used to support macroprudential policy decisions.
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