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The leu started to appreciate; The Treasury 
successfully sold euro denominated bonds  
 

 
Macroeconomics: CA deficit continues to shrink (3.1 bn EUR during 
first 8M); private loans advanced by 4.2% YoY in September (5.7% in 
August) (Page 3-4) 

 
The current account deficit reached 3.1 bn EUR during the first 8M in 2012. It is lower 

by 24.8% YoY compared to the same period and it has been shrinking in the past 4M.  

During the first 8M we have witnessed a decrease of the trade gap deficit (goods and 

services) by 296 mn EUR, an improvement of the income balance by 274 mn EUR and 

an increase in current transfers by 462 mn EUR. Compared to last year, current 

transfers to other sectors (containing mostly workers’remittances) have increased by 

15% YoY and stand at 2 bn EUR during the first 8M. The financing of the CA deficit has 

been done by net FDI up to 30% but FDI remain essentially low. The weak inflows of FX 

currency due to low investment appetite and low absorbtion of EU funds likely to put 

pressure on the leu. Private lending continues to slow down. Loans denominated in leu 

are seeing a rapid advance, especially mortgage loans. However in absolute terms, the 

biggest chunk is attributed to corporations. 

 

 FX markets: The liquidity cap starts to show effect on the leu (Page 

5) 
 

The leu is strenghtening against the euro as the Central Bank is persistent in capping 

liquidity. However, looking , taking a step back and looking at a longer period, risks are 

for the downside. The IMF believes that currently the real exchange rate is in line with 

fundamentals ( possibly undervalued up  to 5%). According to their expectations total 

factor productivity will only increase slowly up to 2017 compared to pre- crisis levels. 

This in turn implies that sustainable real exchange rate appreciation is not likely for 

quite a while. 

 

Government securities: RON yields stopped climbing; the 
Treasury sold 3Y bonds in EUR at 3.76% (Page 6-7) 

 
After the jumps witnessed in the first two weeks of October, yields have stabilized for 

the moment. The 12M fixing stands close to 6% while the 5Y is at 6.5%. the Fiscal 

Council released its opinion on the second budgetary revision this year and the feed 

back is generally positive regarding the figures, with some warnings regarding EU funds 

revenues and arrears. The current revision does not change the final budget deficit 

figure (2.25% of the GDP). The Council notes that investment expenditures were 

changed again and upped by 1 bn RON, excluding the effect of the swap schemes 

(after being cut down at the first budgetary revision by 1.7 bn RON). The cash budget 

deficit during the first 9M remains unchanged since July (1.2%). Monday’s 3Y bond 

auction recorded a huge succes: the Treasury sold 421 mn EUR (3 times more than 

planned) at an average yield of  3.76%. 
 

MM: Base rate hike is not expected in November (Page 8) 

 

As the leu is not yet at a comfortable level, we expect the cap to continue next week 

too. At the latest poll conducted by Reuters (23-25th Oct), none of the analysts pointed 

to an increase in the base rate in  2012. For Q1 2013 however, a few expected a hike of 

25 bp. The pass through of the policy rate to MM rates is of 80% in the short term (IMF). 
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Macroeconomics: CA deficit continues to shrink (3.1 bn EUR during first 8M); private loans 
advanced by 4.2% YoY in September (5.7% in August) 

 
The current account deficit reached 3.1 bn EUR during 

the first 8M in 2012. It is lower by 24.8% YoY compared to 

the same period and it has been shrinking in the past 4M.   

 

During the first 8M we have witnessed a decrease of the 

trade gap deficit (goods and services) by 296 mn EUR, an 

improvement of the income balance by 274 mn EUR and an 

increase in current transfers by 462 mn EUR. The latter 

mostly reflects the increase in workers’ remittances. 

Compared to last year, current transfers to other sectors 

(containing mostly remittances) have increased by 15% 

YoY although GDP growth in EU will be much lower than 

last year (-0.5%YoY according to latest Reuters poll versus 

1.5% YoY in 2011). Given that next year growth outlook in 

EU is not much better than the current one, with expected 

growth of 0.3% YoY (Reuters poll) and that unemployment is 

continuously rising in Europe, we expect workers’ 

remittances to perform worse. This year, most likely 

they contributed to the increase of retail trade. 

In the case of trade balance, the services category 

witnessed a surplus while the goods widened their 

deficit. The latter is due to a faster pace of imports growth 

and it is in line with the pick up in internal demand. This 

year, demand has been helped by public capital expenditure 

and the increase in public employees wages, which may not 

be key growth drivers next year (especially the latter). 

Romania had 0.35% market share of total exports in the 

world and the figure has been continously increasing since 

2000. However, cheap labour force will not be an advantage 

for long. 

The financing of the CA deficit has been done by net FDI 

up to 30% and cumulated 8M figure stands at 906 mn EUR. 

Portfolio investments, which are more volatile, are 465 mn 

EUR. The capital account balance is at 1.2 bn EUR (mainly 

general government transfers). The main concern is that 

low FDI inflow and difficulty to attract EU funds may put 

pressure on the currency (especially in view of IMF loan 

repayment of 5 bn/year in 2013-2014). For the moment, 

there has not been a significant advance in the FDI and 

payments from the EU are being withheld between 10% and 

25% for four EU programs, according to the Romanian PM.   

Current Account deficit continues to shrink 

 
Source: NBR, OTP Research 

12M rolling FDI data points to marginal improvement 
this year, after the decline in H2 2011 

 
Source: NBR, OTP Research 

Romania’s share in world’s exports increased  to 
0.35% in  2011 

 
Source : Eurostat, OTP Research 
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The September banking statistics data was released. 

Private loans advanced less than last month, by 4.2% 

YoY compared to 5.7% YoY in August. Private 

deposits saw a lower growth pace as well: 7.3% YoY in 

September compared to 8.8% YoY in August. We notice 

that RON lending is advancing rapidly, especially in 

the case of loans to corporations (+11.5% YoY) and 

mortgage loans (+12.1% YoY). In the case of 

corporations, a large share of loans (41%) is in RON. 

The actions taken by the Central Bank starting in 

2011 (cutting rates, providing more liquidity to the 

market through weekly repo) are starting to bear fruit 

as lower interest rates in RON cumulated with no FX 

risk is an incentive for corporations to take loans in 

RON. In the case of households, FX lending has been 

limited by NBR regulation so the advance we see in 

RON lending is expected. 

 

 

 

 

 

 

 

 

 

Medium-term macroeconomic forecast 

 
Source: Eurostat, OTP Research 
Note: * forecast 
 
 
 

Private loans growth rate declines in Sep (4.2% YoY) 

 
Source : NBR, OTP Research 
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FX markets: The liquidity cap starts to show effect on the leu 
 
The Central Bank continued to cap liquidity at the weekly repo 

auction with the clear intention to help the leu and finnaly the leu 

gives some signals of appreciation. As we said in the previous report, 

we believe the cap will continue until it reaches fully its initial purpose 

which is the EUR/RON at  a level previous to the second cap. While for 

the very short term expectations are for leu’s strenghtening, taking 

a step back and looking at a longer period, risks are for the 

downside. 

 

Recently, the IMF has published a report in which it examined more 

carefully the macroeconomic outlook, the fiscal and monetary policy. A 

few findings relevant for the exchange rate caught our attention: 

 

 first, the report  finds that growth prospects in the coming years 

are significantly deteriorated. According to one estimation 

method (multivariate filter), the potential output growth stands at 

2% YoY until 2014 and it is set to rise gradually until 2017, up to 

3.1%. The IMF presents the growth decomposition until 2017 

(growth does not exceed 5% YoY) and it shows that total factor 

productivity increaseas very slow compared to the pre-crisis 

years. This in turn implies that sustainable real exchange rate 

appreciation is not likely for quite a while. Currently, the IMF 

asseses that the real exchange rate is in line with the 

fundamentals (it may be undervalued between 0.6% and 4.7%) 

 Romania is vulnerable to the deepening of the financial crisis in 

the eurozone, as asset prices in certain periods are very 

correlated with GIIPS countries and European risk premia; if we 

add the findings of the IMF in its latest World Economic Outlook 

report released in October and namely that the risk of recession 

in the euro area increased to above 80% in 2013 (up from 

around 50% estimated earlier in April) we could draw the 

conclusion that risks for RON depreciation are not insignificant. 

On the upside, for the moment the FX reserves remain high by 

all measures and fiscal and monetary policy worked well enough 

post crisis: the fiscal deficit declined considerably  while the 

impact of monetary policy decisions is much stronger. 

 

 

 

 

Leu ‘s resilience to the liquidity cap started to fade away this week 

 
Sources: Reuters, OTP Research 

Last data: 25.10.2012 

 
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: RON yields stopped climbing; the 
Treasury sold 3Y bonds in EUR at 3.76% 
 

After the jumps witnessed in the first two weeks of October, yields 

have stabilized for the moment. The 12M fixing stands close to 6% 

while the 5Y is at 6.5%. Term premium increases moderately again and the 

3Y-10Y / 5Y-10Yspreads are higher by  7 / 10bp  compared to the end of 

December 2011. Increased inflation has raised expectations for base rate 

hike next year compared to the end of 2011 when we would have rather 

seen the base rate falling in 2013. Volumes traded on the secondary market 

(without the Central Bank) have increased this week especially for euro 

denominated securities. The latter happened after the succes of this week’s 

bond auction in euro. 

 

On another note, the Fiscal Council released its opinion on the second 

budgetary revision this year and the feed back is generally positive 

regarding the figures, with some warnings. The Council appreciates  that 

the projection of revenues is realistic except for an increase in the revenues 

from EU funds compared to the first revision (but the sum is small). On 

expenditures side, the Council warns about the capital expenditures from the 

government’s own funds and it advises that this figure should not be 

exceeded based on higher expectations about revenues from EU for capital 

investments, as this could endanger the realization of the deficit target for 

2012. During the first 9M, the cash budget deficit stood at 1.2% YoY, 

unchanged since July. In what concerns the accrual based deficit target, 

the Council admits there are risks, especially in the context of higher arrears.  

 

The current revision does not change the final budget deficit figure 

(2.25% of the GDP). However, revenues and expenditures projection are 

higher by 1.5 bn RON (excluding the effect of swaps made to eliminate the 

effect of outstanding obligations to the budget). The increase in revenues is 

explained by additional income from renting frequency bands to mobile 

operators, non tax revenues (i.e increased payments from NBR profit, claw 

back tax, excise duties). Expenditures are revised upwards for categories 

related to programs financed from post accesion EU funds. The Council 

notes that investment expenditures were changed again and upped by 

1 bn RON, excluding the effect of the swap schemes (after being cut down 

at the first budgetary revision by 1.7 bn RON).  

Yield curve over the past weeks (Central Bank fixing) 

 
Sources: NBR, OTP Research 

Last data: 25.10.2012 

 
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 

 

There were two auctions this week and the results were 

good. The Treasury sold  3 times more than the planned 

amount of 3Y (remaining maturity) bonds. It sold 421.5 mn 

EUR at an average accepted yield of 3.76%. The 3Y CDS 

was at 145 bp on Monday. At the previous similar auction 

in May 2011, Romania attracted 939 mn EUR at 4.89% (113 

bp higher) and back then the 3Y CDS was a bit higher, 

around 170 bp. The auction was a succes, especially in view 

of the Romania’s external funding needs in the coming 2 

years. The Finance Ministry plans to issue FX debt even for 

covering this year’s funding needs.  

 

At the 5Y bonds auction, the Treasury paid an average 

accepted yield of 6.56% and sold 200 mn RON. The yield is 

41 bp higher than at the end of May. 

 

Results of this week’s auction  

 
Sources: NBR, OTP Research 

 

  

EUR denominated securities (avg. daily volume)  traded 
on the secondary market  (without NBR) 

 
Sources: NBR, OTP Research 
Note: the last week’s daily average does not contain Friday 

3Y Auctions data (EUR) 

 
Sources: NBR, OTP Research 

5Y Auctions data (RON) 

 
Sources: NBR, OTP Research 

T –bills auction in October 

 
Source: Ministry of Finance, OTP Research 

Bonds auctions in October 

 

Sources: Ministry of Finance, OTP Research 

Euro –denominated bonds 

 
Sources: Ministry of Finance, OTP Research 
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MM:  Base rate hike is not expected in November 
 
As expected, the Central Bank maintained the liquidity cap this week as well. 

However, the total amount asked by the banks was significantly lower 

compared to the previous week (12.7 bn RON compared to 21.4 bn RON). 

This week ended the observation period for the required reserves (on 23rd) 

which is why we saw ROBOR ON falling as low as 1.66% on 23rd October.  

 

As the leu is not yet at a comfortable level, we expect the cap to 

continue next week as well. 

 

At the latest poll conducted by Reuters (23-25th Oct), none of the 

analysts pointed to an increase in the base rate in 2012. For Q1 2013 

however, a few expected a hike of 25 bp. According to the latest research 

report released by the IMF in October operated on a sample of monthly 

data from August 2005 to April 2012, the pass through of the policy rate 

to MM rates is of 80% in the short term, while at the beggining of the 

analyzed period, only 30% was transmitted in the first 2M.  

Central Bank capped liquidity the second time this year 

 
Sources: NBR, OTP Research 

 

Most important MM instruments from 2011 (%) 

 
Sources: NBR, OTP Research 

Last data: 25.10.2012 

 
Source: Reuters 
 

 

Repo operations during 2012 

 
Sources: NBR, OTP Research 

 

Interbank deposits stock and average 
interest rate 

 
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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