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Q4 GDP surprised to the upside: +0.2% QoQ 
 

 

 

 

Macroeconomics: Q4 GDP growth surprisingly positive (+0.2% 
QoQ); January inflation came out much higher than expected, at 6% 
YoY (Page 3-5) 

The CA deficit shrank 15% in 2012, to 5 bn EUR from 6 bn EUR. The trade gap (6.7 bn 

EUR) reduced as both internal and external demand proved weaker last year. The main 

funding source were portfolio investments, which amounted to 3.3 bn EUR (almost 

double than in 2011). FDI were only 1.6 bn EUR, compared to 1.8 bn EUR in 2011. The 

CA deficit had to be funded partially from the Central Bank’s FX reserve as well: the 

amount was comparable with the FDI, 1.5 bn EUR. Financing the CA with volatile 

capital and FX reserve is a vulnerability of the economy and it may put pressure on the 

FX reserve if international tensions intensify. The Q4 GDP data (+0.2% QoQ, +0.3% 

YoY) is surprising because all high frequency indicators (retail trade, industrial 

production, construction) marked quarterly declines. January inflation came at 6% YoY 

(+1.3%MoM) due to high food prices (+7.2% YoY). 

 

FX markets: The leu posted a small temporary advance 
after Thursday’s bond auction (Page 6) 

The leu strenghtened marginally last week as non residents showed some interest in the 

3Y bond auction last Thursday. The bond is part of the 3 issues that are going to be 

included in the JP Morgan’s Emerging Market bond index and as we said in a previous 

report we were expecting the leu to pick up slowly and temporarily around these auction 

dates. In December and January, when foreigners’ interest in Romanian bonds boosted 

the leu by 2.7% against the euro, the non-residents bought 11.6 bn RON (2.6 bn EUR).  

As the run for bonds has significantly eased and poor economic prospects in Q1 2013 in 

the EU dampen investors’ enthusiasm, we do not see for the moment  prospects for 

leu’s appreciation. Also, the current easing liquidity conditions are not supportive either.  

 

Government securities: Romania sold 1.5 bn USD in 10Y Eurobonds 
at an average yield of 4.5% (Page 7-8) 
The entire yield curve moved up last week by 3-7 bp (last data as of Thursday), 

especially the short end of the curve, despite improved liquidity conditions. Yields 

jumped just after January’s inflation data came out: the market was expecting 5.4% YoY 

but the headline inflation stood at 6% YoY. However by the end of the week, yields 

started to slowly decline. Romania tapped again the international markets and sold 1.5 

bn dollars of 10Y eurobonds at an average accepted yield of 4.5%, 125 bp below the 

initial guidance. Demand was 5 times higher than the sold amount. 77% of the 

allocation went to fund managers. 51% of the allocation went to the US.  

 

MM:  Money market rates are  lower since the beginning of the year 
 (Page 9) 

Again, the Central Bank stepped up the repo ceiling to 11 bn RON from 10 bn RON the 

previous week. The repo ceiling is now 7 bn RON higher than the one at the end of 

December and money market rates are down 18 to 30 bp (for maturities higher than 3M 

included). Several factors hint that the CB could continue with easing liquidity conditions, 

without cutting the base rate though this year: Core 2 adjusted inflation is expected to 

decline more than 1% in 2013 and the leu is at more comfortable level which depressed 

inflationary expectations compared to H2 2012. However, upward risks to inflation 

remain. 
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Macroeconomics: Q4 GDP growth surprisingly positive (+0.2% QoQ); January inflation came 
out much higher than expected, at 6% YoY 
 

 

The CA deficit shrank 15% in 2012, to 5 bn EUR from 6 

bn EUR as a result of lower deficit of the trade balance (-5% 

YoY) and of the income balance (-25%). The trade gap (6.7 

bn EUR) reduced as both internal and external demand 

proved weaker last year: in 2012, FOB exports decreased 

marginally by 0.5% while CIF imports suffered a downward 

adjustment as well: -0.6%. This data is in line with lower 

GDP numbers recorded by Romania’s main trade 

partners: in Q4, Germany’s GDP fell 0.6% QoQ, Italy’s GDP 

was down 0.9% QoQ and France’s GDP sunk 0.3% QoQ. 

Current transfers between other sectors of the economy 

(mainly remittances) stood at 3 bn EUR and they were 12% 

higher than in 2011.  

Looking at the financing side of the CA deficit, we notice 

that the main funding came from volatile capital, portfolio 

investments more precisely, which amounted to 3.3 bn EUR 

and it was almost double than in 2011. Foreign direct 

investments were only 1.6 bn EUR, compared to 1.8 bn EUR 

in 2011. The CA deficit had to be funded partially from the 

Central Bank’s FX reserve as well: the amount was 

comparable with the FDI, 1.5 bn EUR. In fact, after Q4 

2008, this pattern of higher portfolio investment 

compared to FDI and financing from the FX reserve is 

more visible (Please see graph below). This may turn out to 

be also one of the vulnerabilities of the economy as well 

which can put pressure on the FX reserve in times of 

tension on international markets. 

  

CA deficit shrank 15% YoY to 5 bn EUR in 2012 

 
Source: NBR, OTP Research 

FDI dropped 11% to 1.6 bn EUR and financed one third 
of the CA deficit in 2012 

 
Source: NBR, OTP Research 

Exports dropped 5% YoY and imports 8% in December 

 
Source: NIS, OTP Research 

 

When the crisis broke out, FDI dropped, volatile 
portfolio investments intensified and the Central Bank 
started to use  FX reserves to finance the CA deficit 

 
Source: NIS, OTP Research 
Note: * ”-” increase/”+” decrease 
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The flash estimate of GDP growth showed Romania 

avoided technical recession in Q4 2012: a marginal 

unexpected advance of +0.2% QoQ (seasonally adjusted) 

came after a decline of 0.4% QoQ in Q3 2012. The data is 

surprising because all high frequency indicators (retail trade, 

industrial production, construction) marked quarterly 

declines and they are a proxy for corresponding value added 

figures. On yearly basis, in Q4 the economy remained in the 

positive territory as well (+0.3% YoY) and first preliminary 

estimation for the whole year is 0.2% YoY. Perspectives for 

next year are improved and we are expecting a 1.5% 

growth, as the economy will benefit from a base effect in 

agriculture, constructions will be supported further by public 

investment, the public sector enjoys higher wages and 

industry is expected to be boosted by higher internal and 

external demand. 

 

January inflation was the most negative news of the 

week: it came at 6% YoY (+1.3%MoM) much higher than 

market consensus of 5.4% YoY. However, when excluding 

volatile items, administered prices, alcohol and tobacco, 

inflation (Core 2 adjusted) marginally retreated to  3.2% 

YoY, whereas the previous 3M stood still at 3.3% YoY. The 

headline inflation was driven by foods’ prices (+7.2% YoY) 

followed by non-foods (+6.2% YoY). In the month, the 

biggest hike was noticed in electricity price (+10% MoM) and 

the vegetables (+7.9% MoM). The base effect in the foods’ 

category will vanish in H2 2013 but inflation will likely remain 

elevated due to scheduled increases in administrative 

prices. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

GDP grew by 0.2% QoQ (seasonally adjusted) in Q4 
2012; in 2012, preliminary estimate is +0.2% YoY 

 
Source: NIS, OTP Research 

 

Inflation jumped to 6% YoY in January especially due 
to the hike in food price 

 
Source: NIS, OTP Research 
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Medium-term macroeconomic forecast 

 
Source: Eurostat, NBR, OTP Research 
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FX markets: The leu posted a small temporary advance 
after Thursday’s bond auction  
 
The leu strenghtened marginally last week as non residents showed 

some interest in the 3Y bond auction last Thursday. The bond is part 

of the 3 issues that are going to be included in JP Morgan’s Emerging 

Market bond index and as we said in a previous report we were expecting 

the leu to pick up slowly and temporarily around these auction dates. It is 

the last bond auction this month that has one of the 3 ISINs which are 

going to be included in the index. 

 

According to The Finance Ministry, in December and January, when 

foreigners’ interest in Romanian bonds boosted the leu by 2.7% 

against the euro, the non-residents bought 11.6 bn RON (2.6 bn 

EUR).  As the run for bonds has significantly eased and poor economic 

prospects in Q1 2013 in the EU dampen investors’ enthusiasm we do not 

see for the moment  prospects for leu’s appreciation. Also, the current 

easing liquidity conditions are not supportive for the leu either. 

 

   

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Small advance for the leu around this Thursday’s auction when the 3Y 
bond  DBN030 ( to  be included in the JP Morgan’s Emerging Market 
Index ) was bought 

 
Sources: Reuters, OTP Research 

Last data:14.02.2013 

 
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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Government securities: Romania sold 1.5 bn USD in 10Y 
 Eurobonds at an average yield of 4.5% 

 

The entire yield curve moved up last week by 3-7 bp (last data as of 

Thursday), especially the short end of the curve, despite improved liquidity 

conditions. January inflation data came out as a negative surprise: the 

market was expecting an inflation rate of 5.4% and the headline came out at 

6% YoY. In H2 2013, the base effect on food’s prices will vanish so inflation 

is expected to see lower levels towards the end of the year: NBR’s projection 

is 3.5% YoY for December 2013 but risks are tilted upwards. After a 2 day 

spike, yields marginally came down by the end of the week. We expect the 

short end yields to fall  down as they were most impacted and liquidity 

conditions are improving.  

 

Yield curve over the past weeks (Central Bank fixing) 

 
Source: NBR, OTP Research 
 

  
T-Bills auction in February (in RON) 

 
Source: Ministry of Finance, OTP Research 

Bonds auctions in February  (in RON) 

 
Sources: Ministry of Finance, OTP Research 

 

Last week’s auction results (RON  denominated) 

 
Sources: Ministry of Finance, OTP Research 

Last data: 14.02.2013 

 
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 have been two auctions this week for bonds with a maturity of 17M and 33M respectively. Yields’ evolution 

was mixed: In the case of the 2Y bond, the average accepted yield fell 28 bp  to 5.83%, compared to a previous 

auction ealry in January. The 3Y bond had an average accepted yield of 5.73, slightly higher  (+4 bp) than the one at 

a similar previous auction in February. Total sold amount was a touch higher than planned last week: 1 bn RON 

compared to 900 mn RON planned. The second auction for 3Y bonds had a healthy demand, total bids amounting to 1.8 

bn RON and the ISIN is among the 3 ISINs that are going to be included in the JP Morgans’ Emerging Market bond index 

as of March. Non residents’ appeared to have presented some interest as well given the leu’s appreciation that day. 

 

Romania tapped again the international markets and sold 1.5 bn dollars of 10Y dollar denominated eurobonds at 

an average accepted yield of 4.5%, 125 bp below the initial guidance. Demand was 5 times higher than the sold 

amount. Fund managers bought 77% of the amount, 11% went to insurers and pension funds, 7% to banks and 5% to 

hedge funds. The geographic allocation was the following: 51% went to US buyers, 27% to UK, 5% to CEE, 5% to 

Germany and Austria, 4% to Romania, 6% to the rest of Europe, 1% to Asia and 1% to others. Romania sold 2.25 bn 

dollars in 10Y eurobonds last year, at an average accepted yield of 6.9% (1.5 bn dollars in January 2012) and 6.5% ( 750 

mn dollars in February 2012).  

 

2Y Auctions data 2Y Interest rates 

  
Sources: NBR, OTP Research Sources: NBR, OTP Research 
3Y Auctions data 3Y Interest rates 

 

 
Sources: NBR, OTP Research Sources: NBR, OTP Research 
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MM: Money market rates are lower since the beginning of 

 the year 

 
Again, the Central Bank stepped up the repo ceiling to 11 bn RON from 

10 bn RON the previous week. The allocation rate was 33.4%, the 

highest since October 2012. The repo ceiling is now 7 bn RON higher than 

the one at the end of December and money market rates are down 18 to 30 

bp (for maturities higher than 3M).  

 

Several factors hint that the CB could continue with easing liquidity 

conditions, without cutting the base rate though this year.  First, the 

headline inflation took the market by surprise with a level of 6%YoY but Core 

2 adjusted inflation slid down marginally and this is the component that can 

be influenced by the monetary policy. Also, the CB’s assessment is that 

Core 2 inflation will continue to decrease this year significantly: from 3.3% in 

Dec 2012 to 2% YoY in Dec 2013. Second, the leu is now at a more 

comfortable level and the inflationary expectations are subdued compared to 

H2 2012 when the CB had to apply the repo cap. Because upwards risks to 

inflation remain this year, the base rate easing cycle is likely to be resumed 

only next year. 

Repo size was hiked to 11 bn RON and the allocation rate continued to 
increase in the past 6 weeks up to 33% 

 
Sources: NBR, OTP Research 

Most important MM instruments’ evolution 

 
Sources: NBR, OTP Research 

Last data: 14.02.2013 

 
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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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;  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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