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Risk aversion was marginally down this week 
 
 
 

Macroeconomics: CA deficit shrank in April; FDI in the month close 
to zero; industrial production up in April; Core2 adjusted advanced 
in May by 0.1 % since the last base rate decision (Page 3-5) 

 
In Jan- April, the CA account deficit stood at 1230 mn EUR and it shrank by 23.8% YoY. 

The main reason of the shrinkage is the higher surplus in current transfers (+24.3% 

YoY). the shrinking of the trade balance deficit is due to a slowing down in imports pace, 

as internal demand weakened. Net FDI were close to zero, after having shown a small 

recovery during first two months this year. In April, industrial production index was up by 

0.1% YoY, compared to the previous two months when we had seen declines. 

Unfortunately, confidence in industry deteriorated in May. Although inflation remains 

subdued and inside it’s variation band of 2%-4%YoY, Core2 adjusted inflation has been 

marginally advancing since the base rate decision (from 2.03% YoY in March to 2.15% 

in May). Consequently, we expect end of the year figure, to be higher than  the CB 

forecast of 3.2% by 0.1 - 0.2 %. 

 
FX markets: Even the little volatility that we see in the RON remains 
driven by international events (Page 6) 

In the past week, the RON remained connected to the EUR/USD pair and we saw it 

appreciate against the EUR and falling below the 4.46 level for a few days. The 

EUR/USD broke above the 1.27 level after Greek elections and on hopes that the FED 

will announce more monetary stimulus. Instead, the FED only chose to prolong its 

“Operation Twist” program. Since worries related to Greek vote on the euro started in 

May, the CDS climbed from around 300 bp to around 430 bp.  Consequently, risk 

perception related to Romanian assets deteriorated and hit the fixed income assets and 

the RON as well. Sentiment improved and the CDS is now at 370 bp. However, it 

remains high compared to the level seen in Mid-March, which means that risks for the 

RON remain therefore tilted downwards. 

 

Government securities: This week, yields fell marginally as the risk 
premium and funding costs were down (Page 7-8) 

After the increase in the previous weeks, this week yields slid down marginally, 

especially at the low end of the yield curve in line with lower funding costs and 

decreased risk aversion. This week there were two auctions in which the Finance 

Ministry tried to sell 800 mn RON in 12M T-bills and 400 mn RON in 4Y bonds. Both 

auctions were undersold. Just as the latest auctions have proved to be unsuccesful in 

selling new treasuries amounts, the NBR published a proposal to modify the rule 

regarding the functioning of the primary bonds markets by which it modifies evaluation 

criteria for primary dealers. 

MM: The Central Bank will remain cautious on 27th June (Page 9 -10) 

 
The result of this  week-end’s elections in Greece released the immediate perceived risk 

aversion against Romanian assets and took off some pressure from the interbanking 

markets as well.  Since the last Board meeting on monetary policy issues, which was 

almost two months ago, on 2
nd

 of May, the political local environment and international 

financial settings changed significantly. In view of the coming base rate decision on 27
th
 

of June, given that risks regarding the international environment intensified in past one 

and a half months, the Central Bank will most likely remain cautios.  
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Macroeconomics: CA deficit shrank in April; FDI in the month close to zero; industrial 
production up in April; Core2 adjusted advanced in May by 0.1 % since the last base rate 
decision 
 

 
 

In Jan- April, the CA account deficit stood at 1230 mn 

EUR and it shrank by 23.8% YoY. The main reason of the 

shrinkage is the higher surplus in current transfers 

(+24.3% YoY), followed by the reduction in the deficit of the 

trade balance (-4% YoY) and income balance (-4.3% YoY). 

The decomposition of the CA deficit is 1768 mn EUR trade 

gap, 850 mn EUR income gap and 1387 mn EUR surplus of 

current transfers. 

 

Looking separately, the shrinking of the trade balance 

deficit is due to a slowing down in imports pace: in Jan –

Apr, exports were  up 2.4% YoY and imports only 1.7% YoY 

as internal demand weakened. In April only exports’ pace 

was unexpectedly high (+4.3% YoY) and imports continued 

to decline (-1.3% YoY) but at a smaller pace than in the 

previous month (-3.1% YoY). Therefore, this signals internal 

demand is still at low levels (we saw a decline in 

consumption in Q1 2012). Judging by the steep decline in 

the level of new orders in manufacturing for external 

markets ( -11.5% YoY) we will probably see  a weakening 

of exports too, as industrial products have a high weight in 

exports. This means that the trade gap will widen again 

soon. 

 

The current transfers jump of 24.3 YoY in Jan –April is due 

mostly to the advance of transfers for the public 

administration (mainly EU funds). Inflows amount to 1.2 

bn EUR during the first 4M (+32% YoY) but for the entire 

year, the government has planned a total figure of 6 bn 

EUR. Other transfers (mainly workers’remittances) show a 

progress as well: +11% YoY (or a net balance of 888 mn 

EUR). 

 

On the financing side, we notice that FDI (411 mn EUR) 

cover only 33% of the CA deficit and the trend is 

descending (-23% YoY) after having shown a small 

recovery during first two months this year. 

CA evolution 

 
Source : INS, OTP Research 

 

FDI evolution 

 
Source: INS, OTP Research 
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In April, industrial production index was up by 0.1% 

YoY, compared to the previous two months when we 

had seen declines. Growth drivers were the capital goods 

industries (+10.8% YoY) and the durable consumer goods 

(+5.2% YoY). The strongest decline was seen in the case of 

intermediate goods (-8.3% YoY) which has been down in the 

past 4M and consumer goods (except food, beverages and 

tobacco) with a slump  of 5.4% YoY. Unfortunately, 

confidence in industry deteriorated in May, compared to 

the previous month (according to the survey published by 

the European Commision). This was  due to the managers’ 

negative assesment of  current level of order books.  

In May, inflation rate remained stable at 1.8% YoY. Food 

goods continued their decline (-2.13% YoY) while non food 

goods and services prices were up by 3.3% YoY and 6.2% 

YoY respectively. However, although inflation remains 

subdued and inside it’s variation band of 2%-4%YoY, 

Core2 adjusted inflation has been marginally advancing 

since the last base rate decision (from 2.03% YoY in 

March to 2.15% in May). It is a measure that refers to CPI 

from which we exclude the volatile prices, administered 

prices and toboacco&alcohol. This parameter is under the 

radar at each base rate decision. Central Bank’s 

assumptions regarding the inflation rate were that Core2 

adjusted will decline further in Q2 2012 but this has not 

happened, to the contrary. Consequently, we expect end 

of the year figure to be higher than the CB forecast of 

3.2% by 0.1 - 0.2 %. 

 

The INS also released data related to the turnover index of 

services for households and for companies (wholesale). 

The data showed divergent evolution for these two types 

of consumers. In April, turnover for services adresed to 

households dropped by 5.4% YoY while in the case of 

companies, the turnover went up  by 7.6% YoY. 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

Industrial production (2005 =100) 

 
Source : INS, OTP Research 

 

CPI evolution 

 
Source: INS, OTP Research 
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Medium-term macroeconomic forecast

 
Source: Eurostat, OTP Research 
Note: * forecast;  
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FX markets: Even the little volatility that we see in the RON 
remains driven by international events  
 
In the past week, the RON remained connected to the EUR/USD pair 

and we saw it appreciate against the EUR and falling below the 4.46 

level for a few days. The EUR/USD broke above the 1.27 level, after 

Greek elections and on hopes that the FED will announce more 

monetary stimulus. Instead, the FED only chose to prolong its 

“Operation Twist” program, by which it prolongs the maturity of its 

treasuries portfolio. 

 

Even the little volatility we see for the moment is due to international 

context. The next bump in the road seems to be June 29, when the last 

session of the German Parliament takes place ahead the summer recess. It 

is then when Angela Merkel needs to unite forces with the opposition to get 

the German’s Parliament support for the Fiscal Pact and the European 

Stability Mechanism (ESM) which is set up to become functional in July. 

The bailout funds agreed for Spain are only available if the ESM becomes 

functional. One of the conditions imposed by the opposition is the 

implementation of the financial transactions tax (on shares, bonds 

transactions and derivatives). It appears that Angela Merkel agreed to the 

financial tax and struck a deal with the opposition: even if it is not going to be 

accepted on all 27 states, then they count on a coalition of at least 9 

member states to accept this tax. Failure to get this support from the 

German Parliament would send a wrong signal to the markets, but for 

the moment at least, risks are being contained. 

 

Besides international markets’ influences, a look at the fundamentals tells us 

the net FDI were close to zero in April and we expect no improvement 

in May either, given that the Greek exit issue was the word of the day and 

businesses started making doomsday scenarios. Since worries related to 

Greek vote on the euro started in May, the CDS climbed from around 

300 bp to around 430 bp.  Consequently, risk perception related to 

Romanian assets deteriorated and hit the fixed income assets and the RON 

as well. Sentiment improved and the CDS is now at 370 bp. However, it 

remains high compared to the level seen in Mid-March, which means 

that risks for the RON remain therefore tilted downwards. 

The additional increase in the 5Y CDS due to the imminence of Greek 
elections cleared, but the level remains high compared to Mid-March  

 
Sources: Reuters, OTP Research 

Last data: 21.06.2012 

 
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: This week, yields fell marginally as 
the risk premium and funding costs were down 
 
After the increase in the previous weeks, this week yields slid down 

marginally, especially at the low end of the yield curve in line with 

lower funding costs and decreased risk aversion, as showed by the 3Y 

and the 5Y CDS (by  22 -24 bp). Tensions on the international markets have 

affected Romanian assets, treasuries included, in the previous weeks but 

they cleared for the moment this week, after two positive news regarding 

Greek elections and the bailout for the Spanish banks. The evolution of 

treasuries yields in the coming weeks is related to a large extent to risk 

perception related to emerging markets and this perception is very 

sensitive to rumours related to the sufficiency of the bailout fund for 

Spain (at first glance more than enough) and also to the succes of the 

last session of the German Parliament (29
th

 June) in which it has to 

approve the Fiscal Pact and the ESM. The spread to German bunds paints 

a different picture compared to the CDS, as it widened 3bp to 596 bp for the 

3Y maturity. The term premiums for 3Y-5Y and 3 Y-10 Y widened as well. 

 

The average daily volumes traded on the secondary marked and 

recorded by SaFir increased significantly compared to last week while 

the primary auctions did not put new bonds into the market due to high 

yields asked by the participants. 

Yield curve over the past weeks (Central Bank fixing) 

 
Sources: NBR, OTP Research 

Banks did not increase their RON treasuries holdings in April 

 
Sources: The Finance Ministry, OTP Research 

Last data: 21.06.2012 

 
Source: Reuters 

Central bank benchmark fixing yields (%) 

 
Sources: NBR, OTP Research 

Slope of the yield curve (bp) 

 
Sources: NBR, OTP Research 

FLY 3-5-10 (bp) 

 
Sources: NBR, OTP Research 
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Auctions 

 

This week there were two auctions in which the Finance 

Ministry tried to sell 800 mn RON in 12M T-bills and 400 

mn RON in 4Y bonds. Both auctions were unsucessful 

(undersold) as in the first case all bids were rejected and in 

the second case the sold amount was a quarter of the 

planned sales. The results were due to the high  required 

yields. As the ministry holds a buffer of liquidity, for the 

moment it can postpone selling of new debt. Up to now, the 

Treasury sold  35.5 bn RON in government securities 

this year out of which if we substract the amount it needed 

to roll over during first 6M, it still holds 13 bn RON which 

are enough to cover almost 4M of debt which comes to 

maturity. 

 

At the second auction on Thursday, the sold amount was 95 

mn RON at an average accepted yield of 6.28%, which was 

higher by 19 bp than the one at the previous similar auction 

in May. The bid to cover ratio was very high, at 7.58 

suggesting that demand was healthy. 

 

Just as the latest auctions have proved to be 

unsuccesful in selling new treasuries amounts, the NBR 

published a proposal to modify the rule regarding the 

functioning of the primary bonds markets. New elements 

and modifications regard: 

 the evaluation criteria for the primary dealers 

 the setting of a ratio that connects tha validity of the 

status of primary dealer to its performance; new 

criteria is established for the acceptance of new 

primary dealers 

 introduction of a session for non competitive offers 

only for the primary dealers that  meet certain 

criteria 

 setting of the commision level charged by NBR for 

the its operations with the primary dealers. 

 

        

   

Summary of last week’s auctions 

 
Source: Ministry of Finance, OTP Research 

  

 

4Y auctions data 

 
Sources: NBR,  OTP Research 

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

 
 

The MinFin plans for less bonds issue in June 

 
Source: Ministry of Finance, OTP Research 

T –bills auction in June 

 
Source: Ministry of Finance, OTP Research 

Bonds auctions in June 

 

Sources: Ministry of Finance, OTP Research 
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MM: The Central Bank will remain cautious on 27th June 
 
The result of this  week-end’s elections in Greece released the 

immediate perceived risk aversion against Romanian assets and took 

off some pressure from the interbanking markets as well.   

 

The Central Bank injected more liquidity at the weekly repo operation this 

week (+446 mn RON) compared to last week, amounting to a total of 11.96 

bn RON.  MM rates fell before the end of the mandatory reserves 

building period ending this week. The stocks of interbank deposits was up 

by  1.7 bn RON, a  significant amount considering the decrease witnessed 

lately.  The fact that banks did not use their liquidity at the Monday’s auction 

this week has positively influenced the interbanking liquidity as well this 

week. 

 

Since the last Board meeting on monetary policy issues, which was 

almost two months ago, on 2
nd

 of May, the political local environment 

and international financial settings changed significantly. Last time, 

local factors regarding the change of the Government and the incertitude 

related to the continuation of Romania’s agreement with the IMF were most 

iminent whereas international risks were in the background. Since then, 

expectations about the politcal stage and its desired fiscal targets have been 

put into the light. The USL coalition will most likley win this year’s elections. 

They agreed to keep the current fiscal deficit agreed for this year and 

already negotiated the increase in wages. Other significant measures will be 

renegociated after November Parliamentary elections. In what concerns the 

international environment, May has been the month during which clear 

signals emerged for the first time regarding the posible Greek exit which put 

pressure on emerging market currencies, inflated treasuries’ yields  and 

increased the attention on debt sustainability of core economies like Italy 

and Spain. Already, Spain’s banking system was approved a bailout 

package and yields are still up, at levels considered by some analysts 

unsustainable for developed economies. Regarding Greece, talks are that it 

will be declasified from the status of “developed economy” to probably 

“emerging economy”. As we said in the previous weekly report, the risks 

stemming from the international context feed into future inflation thourgh 

expectations about the inflation rate and the FX impact. Therefore, in view 

of the coming base rate decision on 27
th

 of June, given that risks 

regarding the international environment intensified in past one and a 

half months, the Central Bank will most likely remain cautios.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Last data: 21.06.2012 

 
Source: Reuters 

 

Interbank deposits (stock) and average 
interest rate 

 
Sources: NBR, OTP Research 

 

Repo operations during 2012 

 
Sources: NBR, OTP Research 
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Most important MM instruments from 2011 (%) 

 
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 NSC Regulations 
no. 32/2006 and 15/2006.  
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 written 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 centred 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. 
Investments in financial instruments carry a certain degree of risk (fluctuation of share prices, uncertainty of dividend, yields and / or profits, exchange 
rate fluctuations, etc.). The capital invested is not guaranteed, investment gains, usually assumed proportionate to risk, and past performance of 
financial instruments is not a guarantee for future performance. 
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 wilful or accidental interception, corruption or virus infection.  
 
All rights reserved – OTP Bank Romania S.A. (registered seat: Street Buzesti, no. 66-68, 1st district Bucharest, Romania; company registration number: 
01-10-041585; NBR registration no RB-PJR-40-028/1999, registered in the NSC Register under no. PJR01INCR/400017 according to registration 
certificate 188/28.09.2009; 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 district, Bucharest, 
Romania. Please refer to your name and e-mail address in both cases. 
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