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February business cycle indicators deteriorated, 
pointing at negative GDP growth in Q1 
 
Fresh high-frequency indicators released by the National Statistics Institute for 

February are strongly in the negative territory; therefore real GDP growth rate will 

most likely be negative. The latest Reuters poll indicates a -0.2% QoQ growth rate for 

Q1 2012. Both internal and external demand remains low. This means that the data 

does not support further increases in state employees’ wages, which is currently 

subject to heated discussions. 
 

Macroeconomics:  in February, industrial turnover and new orders 
were down; only constructions up (Page 3-5) 

 
February industry-related statistics pointed to further decline. The industrial turnover 

index fell by 1.7% YoY, the gross data shows. This is the lowest rhythm since 2009 

when the economy contracted significantly (-6.6% YoY). New orders data indicate that 

the rhythm of industrial turnover will not pick up fast: for two consecutive months our 

in-house seasonally adjusted data point to decreases, which will span on future 

production and sales as well. Retail trade statistics show that households’ demand 

was still low. Only goods with low elasticity of demand saw increases in sales: food 

good sales went up on a monthly basis while durables saw a sharp drop. 

Constructions index presented the only positive news: sustained by non-residential 

and civil engineering works, constructions advanced by 1.7 (MoM, seasonally adjusted 

data). 
 

FX markets: the RON appreciated last week due to seasonal effects 
and also supported by constructions’ dynamics (Page 6) 

 
The RON had an interesting time last week. It appreciated by 0.34% against the euro 

while general investor sentiment on the international markets was gloomy. The week 

was dominated by the renewed worries about Spain’s debt, after it failed in selling the 

planned amount of debt. This weakened the euro and consequently, the RON should 

have taken a hit as well. However, when constructions data was released on Friday, 

the RON started to appreciate. 

 

Government securities: yields continued to decline by up to 18 bps 
for the 1-10Y maturity range (Page 7-8) 
 
Last week, tensions related to the debt crisis in Europe intensified as Spain managed 

to sell less debt than expected. Consequently, its bond yields rose. Given the 

international environment, we saw a significant increase in the country risk premium. 

This affected mostly the short end of the yield curve, which moved up (6M T-bills yield 

gained 23 bps, while the 1Y bond yields dipped by 18 bps). There were two bond 

auctions last week: 2Y and 4Y bonds. The Treasury sold RON 2.3 bn in total and the 

demand was higher for the 4Y bonds. 

 

MM: rates continued to fall between 9-17 bps for the 3M-12M 
maturities, following higher repo amount (Page 9-10) 
 

MM rates continued to fall between 9-17 bps for the 3M-12M maturities last week. The 

central bank injected RON 6.3 bn at Monday’s repo, a relatively higher amount 

compared to the week before when the RON 5.8 bn injection was apparently not 

enough and ROBOR ON jumped more than 100 bps.  
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Macroeconomics: in February, industrial turnover and new orders were down; only 
constructions up 
 

 
 
February industrial turnover data points to a decrease 

of -1.7% YoY on gross data, which is the slowest pace since 

2009 when the economy posted a large GDP fall (-6.6%). In-

house seasonally adjusted data indicates a monthly drop 

of -2% MoM. Looking at the split on large industrial groups, 

we see that the annual dynamics was mainly driven by two 

categories: the intermediary goods industry and the capital 

goods industry. The latter is procyclical, increasing when the 

industry is booming, and falling when the reverse is true. 

The data shows that the demand is weak and that prospects 

for the coming months are not better either: new industrial 

orders' growth rhythm continues to be fragile. Our in-house 

seasonally adjusted data exhibits a fall on a monthly basis 

and the past three months' dynamics have been negative on 

average. This affects production with a lag, therefore Q2 

industrial production figures will be impacted too. 

The increase in production prices does not help either. In 

February, the monthly jump was 0.8% MoM, more significant 

for the external market (+1.1% MoM). The production prices 

for the domestic market were up by 0.6% MoM. The source 

of the increases was, as expected, the energy industry 

goods (+1.9% MoM), followed by the non-durable consumer 

goods (+0.5%) and intermediary goods (+0.3% MoM). 

Capital goods industry did not incorporate the price 

increases as we already saw from the turnover dynamics 

that demand is weak. 

Industrial turnover index (2005=100) 

 
Source: Eurostat, OTP Research 

 

New orders in manufacturing (2005=100) 

 
Source: Eurostat, OTP Research 
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Retail trade figures of February are disappointing as well: 

households’ demand is fragile as only the sales of goods 

with low elasticity of demand increased in February, 

according to seasonally adjusted data. Therefore, the retail 

trade of foods advanced by 2.9% MoM (seasonally adjusted 

data). By comparison, the durable goods decreased 

significantly:   -7.7% MoM (seasonally adjusted data). Fuels 

trade was also down by more than 7% MoM. Due to these 

influences, retail trade slump amounted to 2.5% MoM. 

The only business cycle indicator to provide some hope that 

recovery is still within reach was the construction index. In 

February, constructions exibited a strong advance: +1.7% 

MoM (seasonally adjusted), stemming from new construction  

works (+6% MoM) but as well from maintainance and current 

repairs (+14.6% MoM). However, the capital repairs index 

was down by 10.2% MoM. As we can see from the graph, 

the upward trend in constructions started in mid-2010. Most 

of the works are non-residential buildings and engineering. 

The market for residential buildings is still down and 

consequently residential constructions' growth rhythm is 

deeply in the negative area, with the number of residential 

building licences continuously falling, and no sign of 

recovery yet. 

Net nominal wage was RON 1,472 in February, only 0.3% 

higher than in January, when it had dropped by 8.5% MoM 

due to the seasonal effect. On an annual basis, net nominal 

wage is higher by 4.1% YoY and the corresponding increase 

in real wage is 1.5% YoY but the monthly dynamics of the 

real wage are slightly negative, -0.3% MoM respectively 

while in the previous month the slump was much 

higher: -8.8% MoM. The dynamics of the real wages in 

January are in line with the weak household demand that 

resulted from retail trade figures in February. Moreover, 

given that real wages' pace was still on the downtrend in 

February, we can expect lower figures for retail trade in 

March as well, especially since the other financing sources 

like loans go chiefly to mortgages and consumer loan flows 

are low.  

 

 

 

 

 

 

 

Construction index (2005 = 100) 

 
Source: Eurostat, OTP Research 

 

Retail trade growth rate (annualized) 

 
Source: Eurostat, OTP Research 

 

Retail trade index (2005=100) 

 
Source: Eurostat, OTP Research 
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Medium-term macroeconomic forecast 

 
Source: Eurostat, OTP Research 
*: OTP Research forecast 
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FX markets: RON appreciated last week due to seasonal 
effects and also supported by constructions’ dynamics 
 
The RON had an interesting time last week. It appreciated by 0.34% against 

the euro while general investor sentiment on the international markets was 

gloomy. The week was dominated by the renewed worries about Spain’s 

debt, after it failed in selling the planned amount of debt. This weakened the 

euro and consequently, the RON should have taken a hit as well. We can 

see this increased risk aversion to Romanian assets as the 3Y and 5Y CDS 

(in EUR) rose by 9-10 bps. Moving further, the macroeconomic indicators for 

February paint a gloomy picture as the retail trade index, industrial turnover 

index and the new industrial orders index all saw declines in February. 

However, the market already expects the Q1 2012 GDP data to be close to 

0% or slightly in the negative territory. Moreover, we saw construction figures 

in the positive territory in February, which gives hopes for the future as well, 

that construction will sustain GDP growth this year. In fact, the RON 

appreciated on Friday when construction data was released. Moving on, it 

may be true that we witness a seasonal effect as well, given the Easter 

period when workers’ remittances increase and given the low volumes on 

the FX interbanking market, even smaller inflows can move the RON. 

According to the NBR, the FX interbanking transactions' volume stood at 

EUR 36.4 bn in March, higher than in February, but much lower than Sep-

Nov 2011 levels. 

 

  

FX interbank market and FX reserves (bn EUR) 

 
Sources: NBR, OTP Research 

 
 
 
 
 
 
 
 
 
 

 
Source: Reuters 

 

Major RON FX rates (03.01.2011=100) 

 
Sources: Reuters, OTP Research 

 

Regional RON FX rates I. (03.01.2011=100) 

 
Sources: Reuters, OTP Research 

 

Regional RON FX rates II. (03.01.2011=100) 

 
Sources: Reuters, OTP Research 
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Government securities: yields continued to decline by up 
to 18 bps for the 1-10Y maturity range 
 

Last week, tensions related to the debt crisis in Europe intensified as Spain 

could sell less debt than expected. Consequently, its bond yields rose. Given 

the international environment, we saw significant increase in the country risk 

premium as the 3Y-5Y CDS advanced by 9-10 bps (whereas up to now it 

had been on a downtrend). The increased risk aversion spans on a short 

horizon, so only short-term securities' yields were affected. We can see this 

also looking at the 3Y-5Y/ 5Y-10Y/3Y-10Y spreads, which went up, 

especially the latter.  

We expect further declines in yields, in line with lower real rates, especially 

up to June. Also, the lack of pressure due to a good liquidity buffer built by 

the Treasury will keep rates down in the coming months. Because of the 

structure of the auctions announced for April (higher weight of bonds in total 

amount) and probably for the months to come, we will see an increased 

liquidity in government bonds. The appetite for longer maturities is high both 

on the supply and on the demand sides. Therefore, we expect yields on the 

long end curve to fall at a relatively faster pace than until now. 

Yield curve over the past weeks (Central Bank fixing) 

 
Sources: NBR, OTP Research 

 

 

 

 
Source: Reuters 

 
NBR benchmark yields (%) 

 
Sources: NBR, OTP Research 

 

Slope of the yield curve (bps) 

 
Sources: NBR, OTP Research 
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Auction results 

 

Last week there were two auctions for 2Y and 4Y bonds. At 

Monday’s auction, the Finance Ministry managed to sell only 

the planned amount of RON 750 mn in 2Y bonds, but the 

total demand was much higher: total bids stood at RON 2.2 

bn. The average accepted yield was 5.6%, lower by 39 bps 

than the one at the previous tender held in early March. The 

lower yield priced in the cut in the base rate at the end of 

March.  

The second auction on Thursday targeted an amount of 1bn 

RON but total bids were 2.7 times higher. The bid-to-cover 

ratio was 1.8, relatively lower than at previous similar 

auctions. The average accepted yield stood at 6.06%, lower 

by 23bps than the similar tender in mid March. Up to now, 

the Ministry of Finance sold RON 28.4 bn in bonds, out of 

which it used RON 10.8 bn to roll over maturing debt in Q1 

2012. The structure of announced auctions puts a higher 

weight on bonds than in the previous months, as the 

Treasury is trying to increase the average remaining maturity 

which was 1.6 years in January, according to the Finance 

Ministry’s calculations.  

Remaining maturity of government securities 

 

Source: Ministry of Finance, OTP Research 

T -bills 

 
Source: Ministry of Finance, OTP Research 

Bonds 

 
Source: Ministry of Finance, OTP Research 

 

T-Bills in RON, monthly maturity schedule (mn RON) 

 
Sources: Ministry of Finance, OTP Research 

ISIN Auction Settlement Maturity Months Indicative target amount

date date (RON)

RO1213CTN0A7 09.04.2012 11.04.2012 10.04.2013 12 1.000.000.000

ISIN Auction Settlement Maturity Years Cupon Indicative target amount

% (RON)

RO1214DBN027 02.04.2012 04.04.2012 23.04.2014 2 5,95 750.000.000

RO1216DBN030 05.04.2012 09.04.2012 27.01.2016 4 5,75 1.000.000.000

RO1214DBN027 12.04.2012 17.04.2012 23.04.2014 2 5,95 800.000.000

RO1217DBN046 19.04.2012 23.04.2012 26.07.2017 5 5,9 500.000.000

RO1227DBN011 26.04.2012 30.04.2012 26.07.2027 15 5,8 200.000.000

ian.12 4.341,4 apr.12 4.391,3 iul.12 3.715,5 oct.12 4.474,5

feb.12 2.459,0 mai.12 4.029,7 aug.12 1.902,3 nov.12 2.675,9

mar.12 4.012,1 iun.12 3.275,2 sep.12 3.052,5 dec.12 1.713,4

Q1 2012 Q2 2012 Q3 2012 Q4 2012

2Y auctions data 

 
Sources: NBR, Ministry of Finance, OTP Research 

5Y interest rates 

 

Sources: NBR, Ministry of Finance, OTP Research 

5Y auctions data 

 

Sources: NBR, Ministry of Finance, OTP Research 

Summary of last week’s auctions 

 
Source: Ministry of Finance, OTP Research 
 

 

End of the year data (2007 -2011) 
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MM: rates continued to fall between 9-17 bps for the 3M-
12M maturities following higher repo amount 
 
MM rates continued to fall by 9-17 bps for the 3M-12M maturities last week 

after the Central Bank operated a higher liquidity injection compared to the 

week before. The overall downtrend we see in MM rates was achieved 

following four base rate cuts started last November and sustained through 

"adequate liquidity” conditions as the Central Bank calls them in its press 

releases after each Monetary Policy decision.  

This year only, the cumulative cuts amount to 75 bps but all the maturities 

dropped far more, between 131 bps (1Y) and 194 bps (ROBOR ON). The 

weekly liquidity injections operated by the Central Bank are between RON 5-

6 bn. The repo operations started in August last year, when the worries 

about the Greek debt repayment started to take shape. During the last week 

of March, we saw a weekly decline in repo amount of RON 900 mn. This 

pushed up the ON rate significantly (by more than 100 bps). However, the 

next week NBR upped the size of the repo by RON 400 mn and the ON rate 

fell back 169 bps, to 2.59%. 

Looking at how the transmission of the base rate cut occurred until now 

(every 25 bps base rate cut starting with January triggered a much larger 

drop in MM rates, especially ROBOR3M), we expect 3M/6M rates to lose 

some 10-20 bps until the next base rate cut, expected by the end of June, as 

long as no external shock appears and that NBR continues to practice a 

similar management of liquidity. 

 

Transmission of the base rate cuts 

 

 
Sources: Reuters, NBR, OTP Research 

Note: * we did not show the 25 bps cut starting with 30th March 

 

 

 

 

 

 
 

 

 
Source: Reuters 

 

New interbank deposits (flow), last 6 weeks 

 
Sources: NBR, OTP Research 

 

Interbank deposits (stock) and EURRON 
(bid) 

 
Sources: NBR, OTP Research 

 

NBR cut the base 
rate by another 
25 bps at the end 
of March; the 
effect yet to be 
seen 
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Repo operations during 2009 -2012 Most important MM instruments from 2011 (%) 

  

Sources: NBR, OTP Research Sources: NBR, OTP Research 
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Disclaimer 
 
OTP Bank Romania S.A. does not intend to present this document as an objective or independent explanation of the matters contained 
therein. This document a) has not been prepared in accordance with legal requirements designed to promote the independence of 
investment research, and b) is not subject to any prohibition on dealing ahead of the dissemination of investment research. 
This communication does not contain a comprehensive analysis of the described issues.  This report is issued for information purposes only and should 
not be interpreted as a suggestion, an invitation or an offer to enter into any transaction, as an investment advice, and it does not constitute legal, tax or 
accounting advice. Also it is not and should not be considered a recommendation for investment in financial instruments according to C.N.V.M. 
Regulations no. 15/2006 and 32/2006. 
Information herein reflects current market practices. Additional information may be available on request. This document is intended only for the direct 
and sole use of the selected customers of OTP Bank Romania S.A. Any form of reproduction or redistribution to any other person that the intended 
recipients, including publication in whole or in part for any purpose, must not be made without the express agreement of OTP Bank Romania S.A. 
Although the information in this document has been prepared in good faith from sources which OTP Bank Romania S.A. believes to be reliable, we do 
not represent or warrant its accuracy and such information may be incomplete or condensed. The issuer of this report does not claim that the 
information presented herein is perfectly accurate or complete. However it is based on sources available to the public and widely believed to be reliable. 
Also the opinions and estimates presented herein reflect a professional subjective judgment at the original date of publication and are therefore subject 
to change thereafter without notice. Furthermore there can be no guarantees that any market developments will unfold as forecasted. Opinions and 
estimates constitute our judgment and are subject to change without notice. 
OTP Bank Romania S.A. may have issued reports that are different or inconsistent with the information expressed within this report and is under no 
obligation to update or keep current the information contained herein. 
OTP Bank Romania S.A. may hold a position or act as market maker in the financial instrument of any issuer discussed herein or act as advisor or 
lender to such issuer. This document is not intended to provide the basis for any evaluation of the financial instruments discussed herein. In particular, 
information in this document regarding any issue of new financial instruments should be regarded as indicative, preliminary and for illustrative purposes 
only, and evaluation of any such financial instruments should be made solely on the basis of information contained in the relevant offering circular and 
pricing supplement when available. OTP Bank Romania S.A. does not act as a fiduciary for or an advisor to any prospective purchaser of the financial 
instruments discussed herein and is not responsible for determining the legality or suitability of an investment in the financial instruments by any 
prospective purchaser. 
This report is not intended to influence in any way or to be considered a substitute to research and advice centered on the specific investment objectives 
and constraints of the recipient (including tax concerns) therefore investors should obtain individual financial advice. Before purchasing or selling 
financial instruments or engaging investment services, please examine the prospectuses, regulations, terms, agreements, notices, fee letters, and any 
other relevant documents regarding financial instruments or investment services described herein in order to be capable of making a well-advised 
investment decision. Please refer to your competent adviser for advice on the risks, fees, taxes, potential losses and any other relevant conditions 
before you make your investment decision regarding financial instruments or investment services described herein. OTP Bank Romania S.A. in 
compliance with the applicable law, assumes no responsibility, obligation, warranty or guarantee whatsoever for any direct or indirect damage (including 
losses arising from investments), or for the costs or expenses, detrimental legal consequences or other sanctions (including punitive and consequential 
damage) sustained by any natural or legal person as a result of the purchase or sale of financial instruments or engaging investment services described 
herein, even if OTP Bank Romania S.A. was warned of the possibility of such occurrences. 
Figures described herein refer to the past and past performance is not a reliable indicator of future results. 
Please note that the Internet is not a secure environment and OTP Bank Romania S.A. does not accept any liability for any loss caused by the result of 
using this report in a form altered or delayed by the willful or accidental interception, corruption or virus infection.  
All rights reserved – OTP Bank Romania S.A. (registered seat: Street Buzesti, no. 66-68, 1st sector Bucuresti, Romania; company registration number: 
01-10-041585; authorized by the National Securities Commission – certificate no. 47/24.03.2009; for further information please refer to: 
https://www.otpbank.ro/en) 
This document has been provided to the recipients upon their prior request. Your abovementioned permission may be withdrawn by an e-mail 

addressed to mihaela.neagu@otpbank.ro or a written mail addressed to OTP Bank Romania S.A , Buzesti Street, no. 66-68, 1st sector Bucuresti, 

Romania. Please refer to your name and e-mail address in both cases. 
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