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GDP growth was cut after talks with the IMF; the 
PM wants to extend by 2M the current agreement  
 

After talks with the IMF, the expected GDP growth for 2013 was cut from 1.8% to 1.6%. 

The ESA deficit target is 2.4% in 2013, pointing to further consolidation compared to 

2012 when the target was 2.8%. The Fiscal Council’s opinion on the proposed 2013 

budget is favorable. Although expectations for the 2012 cash deficit were optimistic, the 

target was missed: 2.5% instead of 2.2%. Probably to better negotiate a new deal, the 

PM wants to extend the current one expiring in March by 2 months, to comply with 

some of the previous criteria regarding privatizing stakes in state owned enterprises. 

 

Macroeconomics: Private lending softened to 1.3% YoY in 
December; main support came from the corporate sector, especially 
RON denominated loans   (Page 3-5) 

In December, private lending softened its pace further, to 1.3% YoY from previous 2.3% 

YoY in November. The most affected segment was the households (+0.2% YoY). There 

were several factors which slowed down lending such as the NBR regulation which 

decreased the maturity of the personal loans from 25-30 years to maximum 5 years, the 

restrictions to FX lending. Demand for loans has been weak as well, as consumer 

confidence did not improve significantly. Unlike household loans, corporate loans 

managed a small advance (+2.2% YoY). Most preferred corporate loans were the ones 

with a maturity lower than 1 year which rose by 7.3% YoY. 

 

FX markets: The leu dropped as foreigners’ interest in bonds 
dissipated (Page 6-7) 

The leu lost 0.6% in a week to the euro, as foreigners’interest in Romanian bonds 

dissipated. Also, the fall came after the CB officials commented that the leu was near 

the fair value and stepped up the repo size. The leu has currently taken advantage of a 

better perception regarding the euro –zone and lower corresponding risks for Emerging 

European countries. The 5Y CDS has reached significantly lower levels compared to 

the previous year.  However, in the short run, the easing liquidity conditions on the 

money market is not supportive for the leu. 

 

Government securities: On the secondary market yields 
started to climb temporarily  (Page 8-9) 
After the large fall witnessed in the beginning of January, last week yields on the 

secondary market rose up to 12 bp in the case of 3Y bonds. However, given that 

Treasury already ensured a large amount of the entire year funding needs and that 

NBR signals improving liquidity conditions, this hike in yields may not be maintained. 

Until now, Treasury has sold 11.4 bn RON in RON denominated debt and 503 mn EUR 

in 3Y bonds this year. From our calculations, a quarter of the RON financing needs has 

been already covered until now (redemptions and half of the budget deficit). 

 

MM:  CB gives signals of improving liquidity   (Page 10-11) 

Last week the allocation rate at the weekly repo jumped to 26.4% from the previous 

21.4% and it has been rising for the past three weeks. The CB gives signals of 

improving the liquidity conditions compared the last few months (Nov –Dec) so we 

expect money market rates to start falling from current levels. However, a new 

concern has emerged for the CB as the Government decided to raise excises for beer 

and tobacco, putting additional pressure on Q2 2013 inflation. 
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Macroeconomics: Private lending softened to 1.3% YoY in December; main support came 
from the corporate sector, especially RON denominated loans  
 

 

  

In December, private lending softened its pace further, 

to 1.3% YoY from previous 2.3% YoY in November. The 

most affected segment was the households which 

recorded an almost flat evolution: +0.2% YoY. Growth rates 

have an upward bias due to the fact that the leu weakened 

by 2.5% YoY against the euro and that 67% of household 

loans are denominated in foreign currency. However, when 

we transform the figures in the original currency (assuming 

all FX loans are in euro), the annual contraction stood at       

-1.2% YoY for FX household loans and -1.9% YoY for RON 

denominated loans. 

There were several factors which slowed down lending 

such as the NBR regulation which decreased the 

maturity of the personal loans from 25-30 years to 

maximum 5 years, therefore affecting directly personal loans 

with mortgage. Also, the restrictions to FX lending 

affected new flows compared to the previous year. Final 

stock data was influenced also by the fact that banks 

continued to clean up loan portfolios. Besides these 

factors, demand for loans has been weak as well as 

consumer confidence did not improve significantly. So 

household loan flows were negative overall even if 

wages rose, interest rates declined and unemployment 

rate came down:  

 net wages posted a moderate growth this year 

(+4.8% YoY during first 11M), positive in real terms 

(average inflation rate was 3.2% YoY same period ) 

 average RON interest rates for new loans for 

households lost 40bp from Dec 2011 to Nov 2012; 

during the same interval, euro interest rates lost 

137 bp. 

 unemployment rate came down from 7.5% in Dec 

2011 to 6.7% in November 2012.  

In 2013, from the interest rate viewpoint, interest rates for euro loans are likely to remain around the current 

levels, as expectations for the policy rate in the euro-zone are that the ECB will maintain the base rate at 0.75%, with a 

downward bias. In what concerns RON denominated loans, banks may enter in a price competition in search for 

retail clients, especially on the personal loans segment. From income perspective, public employee’s wages are 

scheduled to increase again this year and the hike for December 2012 is applicable starting in January 2013. Mortgage 

loans are likely to continue to sell  better than the rest as residential property prices came down last year (please see 

chart below) by 6% (average quarterly average in 2011 vs. H1 2012, latest available data) and will likely remain subdued 

in 2013. 

Private loans rose only by 1.3% YoY in 2012; 
households’ lending remained almost flat 

 
Source: NBR, OTP Research 

Private deposits rose by 5.3% YoY in 2012 mainly due 
to the hike in households’ savings  (8.4% YoY) 

 
Source: NBR, OTP Research 
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Unlike household loans, corporate loans managed a small advance (+2.2% YoY). In original currency, only FX loan 

flows were negative while RON denominated loans advanced by 8% YoY. Most preferred were loans with a maturity 

lower than 1 year which rose by 7.3% (YoY). They represent 40% of total corporate loans. 

Turning to private deposits, the saving side enjoyed a more rapid rhythm (+5.3% YoY), especially due to households 

(+8.4% YoY). For fear or leu’s depreciation, FX household deposits accelerated in H2 2012, reaching 13.9% YoY in 

December based on original currency (please see chart below). This year, the announced increase of 4% YoY of 

pensions supports the increase in household deposits (the increase in pensions is around 2 bn RON in nominal 

terms).  

 

New loans interest rates in RON and euro declined in 
2012, especially the euro rates 

Residential property prices in urban areas continued to 
decline in H1 2012  

  

Source: NBR, OTP Research Source:BIS, OTP Research 

In December 2012, corporate loans with a maturity 
below 1Y recorded a 7.3% YoY jump 
( annual growth rates) 

Mortgage loans (~ one third of household loans) offset 
the decline in consumer loans in 2012  
( annual growth rates) 

  
Source: NBR, OTP Research Source: NBR, OTP Research 
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FX household deposits accelerated in H2 2012 for fear of 
leu’s depreciation 
 ( annual growth rates, original currency stock data) 

Private lending driver in 2012 were corporate loans in 
RON 
 ( annual growth rates, original currency stock data) 

  
Source: NBR, OTP Research Source: NBR, OTP Research 

 

Medium-term macroeconomic forecast 

 
Source: Eurostat, NBR, OTP Research 
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FX markets: The leu dropped as foreigners’ interest in  
bonds dissipated 
 
The leu lost 0.6% in a week to the euro, as foreigners’interest in 

Romanian bonds dissipated. Also, the fall came after the CB 

officials commented that the leu was near the fair value and stepped 

up the repo size.  The leu has currently taken advantage of a better 

perception regarding the euro –zone and lower corresponding risks for 

Emerging European countries. The 5Y CDS has reached significantly 

lower levels compared to the previous year.  However, in the short run, 

the easing liquidity conditions on the money market is not 

supportive for the leu. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Government agreed with the IMF representatives on the 2013 

budget.  After talks with the IMF, the expected GDP growth for 2013, 

on which the budget was made dropped  from 1.8% to 1.6%. The 

cash deficit will be 2.1% of the GDP and in nominal terms around 13.4 bn 

RON. The ESA deficit is 2.4% in 2013, pointing to further 

consolidation compared to 2012 when the target was 2.8%. The 

budget foresees an nominal GDP of 623 bn RON, average annual 

inflation of 4.3% and average EUR/RON at 4.5. The Fiscal Council’s 

opinion on the proposed budget is favorable. The Council appreciates 

that macroeconomic forecast is “realistic”, the projected revenues are 

realistic and well explained. Expenditures are following the agreed fiscal 

rule according to which the annual growth rate of expenditures is bellow 

the annual growth rate of GDP until the net (consolidated) budget 

balance of the previous year has recorded a surplus (however, the final 

total expenditures for 2012 came out lower than expectations). Below, 

you can find the annual evolution of the budget revenues and 

expenditures since 2007. 

 

 

 

 

The leu fell last week ; decreased appetite for bonds  from foreigners  
coincided with comments from CB officials regarding  leu’s level 

 
Sources: Reuters, OTP Research 

Last data: 25.01.2013 

 
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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The evolution of revenues and expenses of the consolidated budget (2007 -2013) 

 

 
Source: The Finance Ministry, OTP Research calculations
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Government securities: On the secondary market yields 
started to climb temporarily 

 

After the large fall witnessed in the beginning of January, last week 

yields on the secondary market rose up to 12 bp in the case of 3Y 

bonds. Only the 6M maturity declined on a weekly basis. However, given 

that Treasury already ensured a large amount of the entire year funding 

needs and that NBR signals improving liquidity conditions, this hike in yields 

may not be maintained.

 

 

 

 

Yield curve over the past weeks (Central Bank fixing) 

 
Source: NBR, OTP Research 
 
  
Last week , the daily average of RON denominated government securities  
traded on the secondary market ( without NBR) rose 

 
Sources: NBR, OTP Research 

Last data: 25.01.2013 

 
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 three auctions last week: two auctions to sell RON 

denominated debt in the form of 6M T-bills and 10Y bonds 

and one for euro denominated 3Y bonds. Total sold RON 

amount was 1.4 bn RON. The average accepted yields 

continued to decline between 38-104 bp for the RON 

denominated debt and 62 bp for the euro denominated 

debt. In the case of the 6M T-bills, the average accepted yield 

stood at 5.53% compared to 5.91% obtained at the last similar 

tender in October 2012. In the case of 10Y bonds, the 

average accepted yield stood at 5.71% compared to 6.75% 

obtained in March 2012. The 3Y euro denominated bonds had 

an average accepted yield of 3.14% compared to 3.76% in 

October 2012. 

 

Until now, Treasury has sold 11.4 bn RON in RON 

denominated debt and 503 mn EUR in 3Y bonds this year. 

From our calculations, a quarter of the RON financing 

needs has been already covered until now (the total 

redemptions  and half of the budget deficit which is to be 

financed by RON denominated debt, according to the Fiscal 

strategy 2013-2015). 

 

Last week’s auction results (RON  denominated) 

 
Source: NBR, OTP Research 

 

Last  week’s auction results (EUR denominated) 

 
Source: NBR, OTP Research 

 

 

T-Bills auction in January (in RON) 

 
Source: Ministry of Finance, OTP Research 

Bonds auctions in January (in RON) 

 
Sources: Ministry of Finance, OTP Research 

  

6M Auctions data 

 
Sources: NBR, OTP Research 

6M Interest rates 

 
Sources: NBR, OTP Research 

10Y Auctions data 

 
Sources: NBR, OTP Research 
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MM:  CB gives signals of improving liquidity    

 
Last week, the Central Bank kept the repo size at 6 bn RON, 

maintaining the liquidity cap. The allocation rate rose to 26.4% from the 

previous 21.4% and it has been rising for the past three weeks. The 

maintenance period for required reserves has ended last week, so MM rates 

have jumped back at higher levels: on Friday, ROBOR ON stood at 6.45%. 

Nevertheless, the CB gives signals of improving the liquidity conditions 

compared the last few months (November- December), so we expect 

money market rates to start falling from current levels. 

 

However, a new concern has emerged for the CB as the Government 

decided to raise excises for beer and tobacco, putting additional 

pressure on Q2 2013 inflation: tobacco excises are hiked three months 

earlier than planned, from 1
st
 April. Also, the Government decided to hike the 

beer excise (standard rate) by 10% (from 0.748 EUR per hl/degree Plato to 

0.8228 euro/hl/grad Plato). This is an additional reason for the CB to keep 

the base rate unchanged at the next base rate decision on 5
th
 February. The 

CB seems to prefer managing liquidity conditions through the use of repo 

operations rather than cutting the base rate. 

 

Last week the Central Bank kept the repo size at 6 bn RON, maintaining 
the liquidity cap; the allocation rate continued to rise (26.4%) 

 
Sources: NBR, OTP Research 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Last data: 25.01.2013 

 
Source: Reuters 
 

 

Repo operations since 2012 

 
Sources: NBR, OTP Research 

 

Interbank deposits stock and average 
interest rate 

 
Sources: NBR, OTP Research 
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Most important MM instruments’ evolution since 2012 (%) 

 
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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