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Fears related to Spain overshadow Greece; higher
Impact on domestic assets

Slowly but surely we see that the bigger real problems in Europe surface. Worries
related to Spain’s banking system triggered fears that it will soon need a bailout. This
raised risk premiums in Europe, pushed down the RON and pressured treasuries’
yields. Risk on sentiment is the main driver of assets prices now.

Macroeconomics: Non-governmental loans up 9.8% YoY in April
(Page 3-4)

On a yearly basis, non governmental loans advanced by 9.8% YoY while non
governmental deposits went up by 12% YoY. Given that 64% of the loans are in foreign
currency, the depreciation of the RON by 7.9% YoY added to the final figure of growth
numbers. Overal impression is that loan generation is falling back, both retail and
corporate. Seasonally adjusted data shows that at least in the case of corporations, loan
generation maintained positive for the second month this year. As deposit creation is
also strong on the retail side, it is a clear sign that the private sector is being more
cautious. IMF forecast for loan growth is around 3.2% increase in 2012 and we are
currently at 0.8% YTD.

FX markets: RON lost more than its peers last week (Page 5)

RON lost 0.7% against the euro last week, this time posting higher volatility than its
peers which fell by 0.3%-0.4%. This time, the euro reached close to its 22 months low
against the dollar and depreciated by 2.1% in only one week. All risk measures that we
can follow reached higher levels. Last Friday, S&P reconfirmed Romania’s country
rating at 'BB+/B' with stable outlook and we saw a tension release in the bid ask spread.
Currently, the RON is driven by increased risk aversion in the region. The EUR/RON
tracks closer the depreciation of the euro against the dollar and if we only look at
correlation in May, it has reached a high level: -0.86. This points to a more fundamental
driver of the local currency: the long-term growth potential for Europe as a region which
has not been questioned until recently. Besides the initial shock that we would see (in
case of Greek exit) as a direct depreciation of the euro against the dollar, next we will
see country specific effects as well.

Government securities: moderate jumps in yields (up to 4 bp) for
RON denominated securities (Page 6-7)

The 3 and 5Y CDS moved up as risk perception continued to marginally deteriorate.
While risk perception is not deteriorated compared to the end of 2011, term premium is
significantly higher.The Finance Ministry is planning to sell 3.5 bn RON in June and it
decreased the relative weight of bonds compared to previous months. This may point to
the fact that Treasury’s expectations are that yields would remain relatively high in June.

MM: NBR stepped up the repo volumes to 8 bn RON (Page 8)

Last week we saw the ON rate falling by 40 bp, after the Central Bank operated a 7.9
bn RON one week repo. It looks like in in order to keep the rates at levels around 5-
5.5% the NBR has pushed up the repo injections from 5-6 bn RON at the beginning of
the year to 8 bn. Given current liquidity needs, falling interbank deposits stock, falling
prices for bonds taken to repo operations against cash, we expect rates to maintain
around the current high levels in June.
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Macroeconomics: Non-governmental loans up 9.8% YoY in April

PERIOD INDICATOR FACT CONSENSUS PRIOR
25 Feb APR. M3 aggregate (y-o-y, %) 11.2 10.1
25 Feb APR. Mon -governmental loans (y-0-y, %) 9.8 10.0
25 Feb APR Mon -governmental deposits (y-o-y, %) 12,0 10,7
30 May APR Licenses for residential buildings (y-o-y, %) -2,0 6,8

Last week, the Central Bank released banking statistics data = Non-financial corporations’ annualized loan flows to GDP

for April. On a yearly basis, non governmental loans
advanced by 9.8% YoY while non governmental
deposits went up by 12% YoY. Given that 64% of the
loans are in foreign currency, the depreciation of the RON by
7.9% YoY added to the final figure of growth numbers.
Overal impression is that loan generation is falling back,
both retail and corporate. Seasonally adjusted data shows
that at least in the case of corporations, loan generation
maintained positive for the second month this year. As
deposit creation is also strong on the retail side, it is a
clear sign that the private sector is being more cautios.

Looking in more detail at loans data, we notice that
corporate loans were up only by 12.6% YoY, compared to
previous jump of 13.2% YoY in March. The shock came
from financial corporations loans. Otherwise, non financial
corporations loans continued to grow at a similar pace
as in March and this is confirmed by our in house
seasonally adjusted data as well. According to expectations
regarding the pace in industry and constructions in April, we
may have seen further growth which is why the small
advance in lending is not unexpected. Also, average interest
rates continued to decline. However, both these factors will
likely receive a negative impact in May. In fact, in the last
survey operated by NBR, it was revealed that banks
expect demand for loans to contract in Q2 2012 and the
only segment with good prospects seems to be the
short term loans for large companies. The IMF expects a
total growth pace of around 3% this year of non
governmental loans and YTD we are at +0.8%. Overall,
while on the corporate segment we may moderate our
previous expectations due to the change of persepective
regarding economic growth expectations, the increase in
wages of state employees by 8% in June could bring new
potential retail clients.

Looking at housing loans data, April appears to have
been a good month as loans advanced by 21.7% YoY
and monthly flows were positive (according to our in
house seasonally adjusted data). RON lending has been
gaining strenght and has been on an uptrend this year due
to lower interest rates but also because the lending terms
are less strict from the income point of view (for FX loans
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banks have to simulate the income effect of RON’s depreciation). Consumer loans continued to contract (according to
out in house seasonaly adjusted data) as the small ticket loans like overdrafts and credit cards have not managed to step
up in volume to counterbalance the loss coming from the personal loans with
mortgage (NBR limited the maturity of these loans to 5 years from 30 years in 2011). Credit card statistics show
encouraging data whatsoever: the number of transactions has increased by 17% YoY in Q1 2012 and the volume

of payments also by 17% YoY, to 881 mn RON in March (or 1.3% of consumer loans stock in March).

Household deposits (annualized flows to GDP)
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Medium-term macroeconomic forecast

Real GDP 7.9% 6,3% 7.3% -6,6% -1,6% 2 5% 1,4% 2,8%
Final consumption of households 12,9% 12.0% 9.0% -10,4% -0.4% 1.4% 2,3% 2,.9%
Households consumption expenditure 12,7% 11,9% 9.0% -10,1% -0.4% 1.3%

Government consumption -11,5% 2.5% 6.2% 9.5% -10,0% -3.4% 0,7% 1,7%
Gross fixed capital formation 19.9% 30,3% 15.6% -28.1% -2.1% 6,3% 5,2% 6,2%
Exports 10.4% 7.8% 8.3% -6,4% 14.0% 9.9% 3,3% 8,4%
Imports 22 6% 27.3% 7.9% -20.5% 11.9% 10.5% 4,2% 8,8%
Consumer prices (avg.) 6.6% 4 8% 7.8% 5.6% 6.1% 5.8% 3.5% 3,0%
Budget Balance (GDP%, ESA 95) -2.2% -2,9% -5, 7% -9.0% -6,8% -5.2% -3,6% -3,3%
Public debt (GDP %) 12.4% 12.8% 13.4% 23.6% 31.0% 33.3% 35,3% 36,7%
CA balance (% GDP) -10.5% -13.4% -11.6% -4.2% -4 4% -4.2% 4,4% -4,6%
CA balance (bn EUR}) -10.2 -16.8 -16.2 4.9 -RA 5T 6,2 6,9
Unemployment 7.3% 6.4% 5.8% 6,9% 7.3% 7.4% 6,8% 6,6%
MNominal wage growth 18.4% 21.8% 26,1% 4.8% 3.1% B%* 4,5% 4,4%
Real wage growth 9.0% 14, 7% 16,5% -1,6% -3, 7% 0.2%* 1,0% 1,4%
Key interest rate (avg.) 8.6% 7.5% 9.7% 9.1% 6.5% 6.2% 5,1% 4,6%
Key interest rate (e.0.p.) 8.68% 7.5% 10.3% 8.0% 6.3% 6,0% 5,0% 4,5%
EUR/RON (avg.} 3,52 3,34 3,68 424 421 424 4,34+ 4,27
EUR/RON (e.0.p.) 3,38 3,61 3,99 4,23 428 432 4,30 4,25
Source: Eurostat, OTP Research

Note: * forecast; ** under revision

_ 4




® otp research

FX markets: RON lost more than its peers last week

WEEKLY REPORT — ROMANIA

Value Weekly chg. (%) YTD chg. (%)

RON lost 0.7% against the euro last week, this time posting higher EURRON 447 ¢ 0.68 £+ 328
volatility than its peers which fell by 0.3%-0.4%. This time, the euro  USDRON 357 € 288 %+ 691
reached close to its 22 months low against the dollar and depreciated by = CHFRON 372 ¢ 061 + 459
2.1% in only one week. All risk measures that we can follow reached  RONJPY 448 ¢ 202 + 335
higher levels. The 5Y CDS was at 401 bp, the high of this year and the bid =~ RONPLN 1,02 4 048 4 -092
ask spread of the EURRON stood at 100 pips in the first three days of the ~ 100HUFRON 149 4 024 4+ 854
week (compared to a regular average of 50 pips). RONCZK 018 4 040 *+ 416

RONRUB 0,11 ¢ 0,05 %+ 821
Last Friday, S&P reconfirmed Romania’s country rating at 'BB+/B' with S il s i i

RONBGN 229 ¢ 0,74 4+ 355

stable outlook and we saw a tension release in the bid ask spread. The
agency mentioned that the country has moderate debt levels but on the
other hand, it also has exposure to parent banks financing risks and high
external debt. A strong emphasis is put on the sticking to the fiscal
consolidation; if this was not to be maintained and Romania would
accumulate widening externald eficits without improving the long term growth
potential, the rating could suffer.

Currently, the RON is driven by increased risk aversion in the region.
We notice the EUR/RON tracks closer the depreciation of the euro against
the dollar and if we only look at correlation in May, it has reached a high
level: -0.86. In May, the euro has lost 6.4% to the dollar and the RON only a
tenth of that (against the euro). If Greece were to exit the eurozone many
expect euro to reach parity with the dollar, which means close to 20%
depreciation. For a currency, a depreciation higher than 15% is usually seen
as a stress level. This points to a more fundamental driver of the local
currency: the longterm growth potential for Europe as a region which has not
been questioned until recently. Besides the initial shock that we would see
as a direct depreciation of the euro against the dollar, next we will see
country specific effects as well.

The EUR/RON follows more closely the EUR/USD rate as the fundamental

driver became growth potential in the region
1 Jan 2007 -31 May 2012 3 Jan 2012 31 May 2012 2 April 2012 - 31 May 2012

Correlation (EUR/USD, EUR/RON) -0,26 -0,53 -0,86

Source: Reuters, OTP Research

Talks of Greek exit skyrocketed the 5Y CDS which reached levels seen in
Dec 2011, when talks of Greek bailout were intense; +100 bp in May
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Government securities: moderate jumps in yields (up to 4
bp) for RON denominated securities

RON denominated government securities yields jumped moderately
last week: 1-4 bp. The 3 and 5Y CDS moved up as risk perception
continued to marginally deteriorate. In line with the CDS, the spread to
German bunds moved up to 601 bp, but it is still significantly lower (-86 bp
for 3Y bonds) compared to the beginning of the year.

While risk perception is not deteriorated compared to the end of 2011,
term premium is significantly higher, as the FLY 3-5-10 shows (+21 bp
YTD). The latter shows once again that uncertainty in the region and long
term growth path expectations have changed. Looking back in time, the
turning point happened in March. In Mid March, the second bailout package
for Greece was finally approved after months of negotiations but at the same
time it raised multiple questions about debt sustainability in several countries
and engaged further talks pointing at needs for austerity in Europe.

We notice that average daily turnover on the secondary market remained
low, at similar level with the previous week. We maintain the last week’s view
regarding the expected yields in the short term: relatively higher funding
rates and increased risk premium may keep yields high for the
moment.

Yield curve over the past weeks (Central Bank fixing)
% bp weekly changes
ro (Friday to Friday,
6,50 - r.h.s)
- -2012.04. 27.
6,30 - L4
6,10 |
2012. 05. 04.
5,90 - -3
5,70 —2012. 05. 11.
-2
5,50 |
—2012, 05. 18.
5,30 |
-1
5,10 | —2012, 05. 25,
4,90 | 0
1 3 5 10 maturity
Sources: NBR, OTP Research
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Value Weekly chg. (bp) YTD chg. (bp)
6M 514 4 3 $ 112
12M 52 4 4 § -116
3y 612 4 2 § 102
5Y 625 4 2 $ -100
10Y 6,56 4@ 1 $ 77
Value Weekly chg. (bp) YTD chg. (bp)
6Mroos12082024 309 & -5 $ 102
2YRO1012DBE014 4,26 3 -2 $ 107
SPREADS

Value (bp) Weekly chg. (bp) YTD chg. (bp)

GERROM 3Y 601 @ 5 $ 86
GERROM 5Y 580 4 6 § -0
GERROM 10Y 519 4 5 ¥ 32
3Y -5Y 13 & 0 * 2

5Y -10Y N 1 -1 *+ 23
3Y-10Y 44 1 -1 + 25
FLY 3-5-10 18 3 -1 + 21

Value (bp) Weekly chg. (bp) YTD chg. (bp)

3Y EURO 365 4 5 $ 7

5Y EURO 401 4 5 $ A

Source: Reuters
Central bank benchmark fixing yields (%)

80 80
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45 45
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Sources: NBR, OTP Research
Slope of the yield curve (bp)

60 60
—3Y-5Y

S0 svaoy

20 | —3v-10¢

30 -
20 -
10

o
-10 -10

2011.01 2011.03 2011.05 2011.07 2011.09 2011.11 2012.01 2012.03 2012.05

Sources: NBR, OTP Research
FLY 3-5-10 (bp)

~FLY 3-5-10

20 | M | 20
10 10

-20 -20
2011.01 2011.03 2011.05 2011.07 2011.09 2011.11 2012.01 2012.03 2012.05

Sources: NBR, OTP Research

. :



°
C.J Otp Research WEEKLY REPORT — ROMANIA

Average daily volume remained low last week T —bills auction in June
Auction Settlement Maturity Months Indicative target amount

3,5 o

date date |
R01213CTNOC3|11.06.2012|13.06.2012| 12.06.2013| 12 1.000.000.000
RO1213CTNODI | 18.06.2012]20.06.2012| 19.06.2013| 12 800.000.000

Source: Ministry of Finance, OTP Research
Bonds auctions in June

Settlement Maturity Years Indicative target amount
% (RON)
R01214DBN027 [07.06.2012|11.06.2012| 23.04.2014| 2 5,95 700.000.000
RO1214DBN027 |14.06.2012|18.06.2012|23.04.2014 | 2 5,85 600.000.000
RO1216DBN030 [21.06.2012|25.06.2012| 27.01.2016| 4 5,75 400.000.000

Source: Ministry of Finance, OTP Research
T-Bills in RON, monthly maturity schedule (mn RON)

Q12012 Q22012 | as2012 [l ci2012 |
Jan-12 4.341 Apr-12 4.391 Jul-12  3.716 Oct-12 4.475
Feb-12 2.459 May-12 4.030 Aug-12 1.902 Nov-12 2.676
Mar-12 4.012 Jun-12 3.275 Sep-12 3.053 Dec-12 1.713
W Average daily amount of RON denominated securities traded on the secondary market Sources: Ministry of Finance, OTP Research
Source: NBR, OTP Research Remaining maturity of government securities
3,4
Auction results B End of the year data (2007 -2011)
There was no auction last week. The Finance Ministry s
announced the auctions calendar for June. As expected, e o 1s 1s 1s  1s
the bonds amount decreased in weight, compared to 16 16 16 16 & @ FA IR
previous months: in June, only 49% of the planned issued
amount is assigned to bonds, whereas in May and April we
were looking at 80% and 76% respectively. We believe the
current surge in yields is prohibitive for selling longer
term debt due to the higher cost. Also, it may point to 1207 12.10 03.11 0611 oe1r 1211
the fact that Treasury’s expectations are that yields Source: Ministry of Finance, OTP Research
would remain relatively high in June. Note: the Eurobonds were not included

The MinFin plans for less bonds issue in June

Jan-12 Feb-12 Iar-12 Apr-12 i 2 Jun-12

Planned targeted
arnount [ROM bn) 45 50 50 43 38 215
% of bonds 33% 44% 54% 7B% 80% 49%

Source: Ministry of Finance, OTP Research
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MM: NBR stepped up the repo volumes to 8 bn RON

WEEKLY REPORT — ROMANIA

MID INTEREST RATES

Value (%) Weekly chg. (bp) YTD chg. (bp)

Last week we saw the ON rate falling by 40 bp, after the Central Bank :goBg:on :gg i o i 775‘
operated a 7.9 bn RON one week repo. However, the longer maturitieS  rogor 3m 532 § 03 3 73
were still trending upwards. The outstanding interbanking deposits were  ROBOR 6M 544 @ 6 $ 109
lower than previous week by 570 mn RON and some 350 mn RON lower  ROBOR M SAERE 6 Lo kL
ROBOR 1Y 546 @ 3 § 120
compared to December.
Value mnrony WIly chg. maron) YTD chg. (mnron
In the past weeks, outstanding interbanking deposits continued to fall and  fepoamount _ 7.943.3 2504.5 1232.3
Wi w that in April bank d the Lombard loan facility for the first tim
/e Saw tha pril-banks used the Lombard loan factiity for the Hirst ime Value marow Wy chg. marow YTD chg. marow
since May 2010. In order to keep the short term rates at levels that are in line  outstanding ~ 3.676.4 -569.7 -351.1
with the base rate, the Central Bank had to inject another 8 bn RON at the

Value (bp) Weekly chg. (bp) YTD chg. (bp)
USDRON 1W 36 12 2
USDRON 1M 148 8
USDRON 3M 373 22
EURRON 1W 44 -3
EURRON 1M 131 59
EURRON 3M 533

Value (bp) Weekly chg. (bp) YTD chg. (bp)
EURRON 1Y -130 > =
EURRON 3Y -130 > %+ 25
EURRON 5Y -130 > 3 -10
Source: Reuters

weekly repo this week. It looks like in in order to keep the rates at levels
around 5-5.5% the NBR has pushed up the repo injections from 5-6 bn
RON at the beginning of the year to 8 bn. When liquidity is tight, the
importance of the monetary policy instruments increases and now it is one of
those times. Another aspect of the need for liquidity is that banks need to
bring colateral to enter the repo auctions and in the past weeks weeks bond
prices have decreased which means that banks get less liquidy for the
colateral they bring (to which NBR applies a 8% haircut compared to market
price). Also, if the trend maintains on bonds’ pricing, the cash received will
continue to decrease (against collateral). Therefore, it is very likely that in
the coming few weeks in June we will continue to see the money market
rates around the current levels.

1t
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@

D> e

Interbank deposits (stock) and average
interest rate

et d
o

RON bn

We need to mention that ROBOR 3M, the rate at which most loan rates
in RON are linked to increased by 50 bp May (please see the graph
below) compared to April. So while keeping the eye on inflation target,
and on managing inflation expectations, the lending in RON was not
supported anymore. Already in April, we had seen that lending in RON to 10
companies decreased. In the end, this has an effect of widening the output

POWLSELNAGNN
cuwouwouwowouwo

gap.So NBR has to work out a delicate balance between supporting the
economy by stimulating RON lending on one hand and preventing the RON
to depreciate too much on the other hand (which may have a negative

05.01.2011

muInterbank deposits volume (stock, I.h.s)
—Interest rate of interbank deposits stock (average, r.h.s)

Sources: NBR, OTP Research

balance sheet effect, especially for the ones with FX loans). However, until
now the deficit of demand has kept inflation on a downward path and the
effect of RON’s depreciation has been less powerfull than all the other
factors that drove down inflation.

Repo operations during 2009 -2012

12 4

RON bn

Most important MM instruments from 2011 (%) 10 7
;6 | —ROBORON —ROBOR3M —keyrate | | L 76 :
6
6,6 , 4 {4 - |
56 0 \ i 1 | \{..m.

2009.04 2009.10 2010.04 2010.10 2011.04 2011.10 2012.04
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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