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The leu continues to gain traction

Macroeconomics: Exports rose 10% YoY in February; inflation fell
to 5.3% YoY in March (Page 3-4)

In February, Romania had the smallest trade deficit in the past 10 years. Exports growth
rate was encouraging, 10% YoY, the second consecutive month of significant uptake.
Imports rose by 1.3% YoY in February. Industrial production figure was also good news:
in February, production volume saw a 6.8% YoY hike. In the month, the progress was
+1% MoM and it was driven exclusively by the capital goods production (+5% MoM,
seasonally adjusted). Constructions fell by 1.9% YoY in February and the decline is
softer than in January when numbers showed a contraction of 9.1% YoY. In the month,
constructions were up 5% MoM (seasonally adjusted data) supported by the
extraordinary hike of the residential segment (+24.9% MoM) and the civil engineering
(+8.8% MoM). In March, expectations are for a pickup in constructions activity. Inflation
rate dropped to 5.3% YoY in March from 5.7% YoY in February, as food inflation eased.

FX markets: The leu is strenghtening (Page 5)

The leu gained another 0.7% to the euro last week, in line with its peers. The Polish
Zloty has moved up 1.4% against the euro and the Hungarian Forint by 1.3%. Also, the
euro strenghtened nearly 1% to the dollar last week. However, a batch of negative data
related to the prospects of the euro-zone and the global economy pushed the euro
down against the dollar this Monday. This did not have a similar impact on European
emerging market currencies such as the leu and its peers which remain under a positive
spell. We believe the current appreciation of the leu is still driven by volatile portfolio
investments.

Government securities: Yields dropped up to 8 bp last week
(Page 6- 7)

In line with the continued decline of the money market rates, the yield curve shifted
down last week as well. The comfortable position that the Treasury has continues to put
downward pressure on yields: it looks like the Treasury is following the calendar of
planned issues in RON which are relatively low (only 2.5 bn RON in April) and demand
is rich. Last week, there were two auctions: one for 12M T-bills and one for 3Y euro
denominated bonds. The average accepted yield was 4.99% for the 12M T-bills. At the
second auction of the week, the Treasury sold 581 mn EUR in 3Y denominated bonds
at an average accepted yield of 2.9%, lower than the previous 3.14% in January this
year. The Treasury has sold 1.3 bn RON in April and the scheduled amount is 2.5 bn
RON. For Q2, the Chief of Treasury was quoted saying that the plan is to sell around
10-12 bn RON, much less than in Q1 2013 (18.4 bn RON).

MM Short term liquidity persists (Page 8)

Short term liquidity continues to thrive. Last Friday, ROBOR rates up to one week were
lower than 2.15% (ROBOR 1W included). This week too, the Central Bank injected only
178 mn RON at the weekly repo, just like last week, to only 2 banks. The maintenance
period of required reserves ends on 23rd April so short term rates are expected to
remain low during this period. The government announced that it would pay the public
employees in advance, by the end of April instead of the beginning of May and this too
should be supportive for liquidity conditions this month.

WEEKLY REPORT — ROMANIA

Chief Economist

Gergely Tardos
+36 1 374 7273
tardosg@otpbank.hu

FX/FI Strategist

Levente Papa
+36 1 354 7490
papal@otpbank.hu

Macro Analysts

Gabor Dunai
+36 1374 7272
dunaig@otpbank.hu

Gy6z6 Eppich
+36 1374 7274
eppichgyo@otpbank.hu

Szilard Kondora
+36 1 374 7275
kondorasz@otpbank.hu

Balint Szaniszl6
+36 1374 7271
szaniszlob@otpbank.hu

Mihaela Neagu
+4021 307 58 64
mihaela.neagu@otpbank.ro

Rodion Lomivorotov
+7 495 783-5400 (2761)
r.lomivorotov@otpbank.ru

Sector Analyst

Piroska Szabé
+36 1 374 7276
szabopb@otpbank.hu

David Racz
+36 1 374 7270
raczd@otpbank.hu

Technical Analyst

Andras Salamon
+36 1 374 7225
salamona@otpbank.hu


mailto:szabopb@otpbank.hu
mailto:raczd@otpbank.hu
mailto:salamona@otpbank.hu

® otp research

WEEKLY REPORT — ROMANIA

Macroeconomics: Exports rose 10% YoY in February; inflation fell to 5.3% YoY in March

FACT CONSENSUS PRIOR
08 Apr Feb Construction works index (y-o-y, %) -1.9 -9.1
09 Apr Feb Industrial Production Index (y-o-y, %) 6.8 6,0
09 Apr Feb Exports (y-o-y. %) 10.1 6.4
09 Apr Feb Imports (y-o-y, %) 1.3 1,6
10 Apr Mar Consumer price index (y-o-y,%) 5.3 57
15 Apr Feb CA balance (EUR mn, ¥TD) 327 391
In February, Romania had the smallest trade deficit in the Exports rose by 10% YoY in February, more than in
past 10 years. Exports growth rate is encouraging, 10% January
50 %

YoY, the second consecutive month of significant uptake. In
January, they were up 6.4% YoY. This performance comes
after a disappointing year, when the weakness of the
European economy slowed down Romanian exports which
were mostly intra EU (71% as of February). Imports rose by
1.3% YoY in February, slightly less than in January (+1.6%
YoY). Imports’ dynamics is significantly improved compared
to the last two months of 2012 when average monthly fall
was 8% YoY.

Industrial production figure was also good news: in
February, production volume saw a 6.8% YoY hike. In
the month, the progress was +1% MoM and it was driven
exclusively by the capital goods production (+5% MoM,
seasonally adjusted). This segment is showing a good
evolution both in production, sales and new orders, in
February. Therefore, it is likely that demand from
companies has marginally improved and they have made
investment decisions, renewing their capital base, probably
also in anticipation of improved future cash flow. The Central
Bank survey shows that production managers expect a
stabilization of production in March and also stronger
volumes in the long term.

Constructions fell by 1.9% YoY in February and the
decline is softer than in January when numbers showed a
contraction of 9.1% YoY. In the month, constructions
were up 5% MoM (seasonally adjusted data) supported
by the extraordinary hike of the residential segment
(+24.9% MoM) and the civil engineering (+8.8% MoM). The
January figure showed in increase as well in residential
constructions volume (seasonally adjusted). Only the non-
residential segment contracted in February (-5.5% MoM).
The monthly data is in line with the survey published by the
Central Bank which indicated a negative evolution in
constructions in February. In March, expectations are for a
pickup in activity.
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Industrial production up 6.8% YoY in February; strong
sales figure as well
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Construction figure is still weak (-1.9% YoY); the
residential segment showed strong uptake
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Inflation falls to 5.3% YoY in March, as food inflation

Inflation rate dropped to 5.3% YoY in March from 5.7% eases

YoY in February. The decline was mainly due to the
slowdown in food inflation to 5.5% YoY from 6.2% YoY in 13
February. Both headline inflation and -
Core2 adjusted inflation came close to the Central
Bank’s estimate for March which was 5.2% YoY in the
case of headline inflation and 2.9% YoY for Core 2 adjusted
inflation.
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Medium-term macroeconomic forecast

Real GDP 6,3% 7.3% -6,6% -1,1% 2.2% 0,3% 1,5% 2,6%
Households consumption expenditure 12,0% 9.0% -10,4% -0.2% 1.2% 0.6% 1,6% 2,5%
Government consumption 2.5% 6.2% 9.5% -13.7% -0,3% 2.8% 2.2% 1.5%
Gross fixed capital formation 30,3% 15 6% -28.1% -1.8% 7.3% 4 0% 0,9% 6,6%
Exports 7.8% 8.3% -5.4% 13,2% 10,3% -3.2% 0,4% 3,2%
Imports 27.3% 7.9% -20.5% 11.1% 10,0% -1,3% 0,3% 3.2%
Consumer prices (avg.) 4.8% 7.8% 5.6% 6.1% 5B% 3.3% 4,3% 3.2%
Budget Balance (GDP%, ESA 95) -2,9% -5, T% -9.0% -6,8% -5.5% -3%* 3,0% 2,8%
Public debt (GDP %) 12,8% 13,4% 23.6% 30,5% 33.4% 34, 7%* 35,8% 36,3%
CA balance (% GDP) -13.4% -11,6% -4.2% -4 4% -4 5% -3.8% -3,5% 4,0%
CA balance (bn EUR) -16,7 -16,2 4.9 5.5 -5.9 5,0 4.9 6,1

Unemployment 6,4% 5.8% 6,9% 7.3% 7.4% 7.1% 6,9% 6,5%
Mominal wage growth 21,8% 26,1% 4,8% 3.1% 4.1% 4,6% 5,0% 6,2%
Real wage growth 14, 7% 16,5% -1,6% -3.7% -1.9% 1,2% 0,7% 2,9%
Key interest rate (avg.) 7.5% 9.7% 9.1% 6.6% 6.2% 5.33% 5.25% 4,63%
Key interest rate (e.o.p.) 7.5% 10,3% 8.0% 6,3% 6.0% 5.25% 5,25% 4,50%
EUR/RON (avg.) 3,34 3,68 4,24 4,21 4,24 4,46 4,44 4,38

EUR/RON (e.0.p.) 3,61 3,99 423 428 432 443 4,41 4,34

Source: Eurostat, NBR, OTP Research

Note: * forecast
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FX markets: The leu is strenghtening

The leu gained another 0.7% to the euro last week, in line with its
peers. The Polish Zloty has moved up 1.4% against the euro and the
Hungarian Forint by 1.3%. Also, the euro strenghtened nearly 1% to the
dollar last week. The relaxed risk perception towards riskier European
assets was triggered by the recent stimulus announcement made by the
Bank of Japan.

However, a batch of negative data related to the prospects of the euro-
zone and the global economy pushed the euro down against the dollar on
Monday. In this respect, we recall the disapointing Chinese GDP figure
for Q1 and the trade surplus in the euro-zone (on the back of weak
imports and therefore poor domestic demand). This did not have a
similar impact on European emerging market currencies such as the leu
and its peers which remain under a positive spell. We believe the
current appreciation of the leu is still driven by volatile portfolio
investments. According to the latest current account data, portfolio
investments stood at 3.2 bn EUR during the first two months in 2013.
Meanwhile, net FDIs which are thought to be among the drivers of GDP
growth were only 164 mn EUR (and falling on a yearly basis). What
remains attractive without a doubt is Romanian debt, yielding up to 5.6%
at the moment.

EUR/RON fell close to 4.38 (mid) last week
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Last data: 12.04.2013

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

EURRON 438 § 067 4 141
USDRON 334 § 161 4 -0.81
CHFRON 360 § -0.86 4 -2,09
RONJPY 339 § 248 $ -12,53
RONPLN 1,07 ¢ 0.91 & 175
100HUFRON 148 4 0,39 § -278
RONCZK 017 & 117 $ 458
RONRUB 011 § -022 4 244
RONRSD 004 § -013 4 -0.51
RONBGN 224 § 069 4 141

Source: Reuters
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Regional RON FX rates I. (03.01.2011=100)
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Regional RON FX rates II. (03.01.2011=100)
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Government securities: Yields dropped up to 8 bp last week

In line with the continued decline of the money market rates, the yield
curve shifted down last week as well: government securities yields lost
another 4 to 8 bp. The comfortable position that the Treasury has
continues to put downward pressure on yields: it looks like the Treasury
is following the calendar of planned issues in RON which are relatively low
(only 2.5 bn RON in April) and demand is rich. Also, risk measures show
an improved risk perception towards Romanian debt: the spread to
Bunds is 6 bp lower in case of 5Y bonds and the 5Y CDS (euro) is 13 bp
lower on a weekly basis.

Last week, there were two auctions: one for 12M T-bills and one for 3Y euro
denominated bonds. Both tenders were succesful: in the case of T-bills, bid-
to cover ratio stood at 3.2 and total bids amounted 1.9 bn RON. The average
accepted yield was 4.99% (12M), marginally lower than the one at the
previous similar tender on 18™ March (5.02%). At the second auction of the
week, the sold amount was almost 3 times higher than the planned amount:
the Treasury sold 581 mn EUR in 3Y denominated bonds at an average
accepted yield of 2.9%, lower than the previous 3.14% in January this year.

The Treasury has sold 1.3 bn RON in April and the scheduled amount is 2.5
bn RON. For Q2, the Chief of Treasury was quoted saying that the plan is to
sell around 10-12 bn RON, much less than in Q1 2013 (18.4 bn RON).

Yield curve over the past weeks (Central Bank fixing)
% bp weekly changes
58 - r 0 (Friday to Friday,
r.h.s)
57
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35 ——2013. 03. 22.
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5,3 -4 - -2013.03.29.
52
51 - ——2013. 04. 05.
- -6
5,0
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1 3 5 10 maturity

Source: NBR, OTP Research

Bond auctions in April (in RON)

RO1318DBN034 (04.04.2013| 08.04.2013| 28.11.2018 400.000.000

RO1214DBN027 600.000.000
RO1320DBN022 300.000.000
RO1318DBN034 500.000.000
RO1216DBN030 300.000.000
RO1323DBN018 [25.04.2013|29.04.2013 | 26.04.2023 400.000.000

Source: Ministry of Finance, OTP Research

Bond auctions in April (in EUR)

RO1316DBE011 | 11.04.2013]15.04.2013[ 26.02.2016 3,25
Sources: Ministry of Finance, OTP Research
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Last data: 12.04.2013

Value (%) Weekly chg. (bp) YTD chg. (bp)
6M 481 § -8 ¥ 137
12M 492 3§ 4 ¥ 125
3y 529 § -5 $ -8B
5Y 540 ¢ -4 4 81
10Y 559 ¢ -8 4 -80

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

GERROM 3Y 525 & -6 $ 83
GERROM 5Y 511 3 4 3 69
GERROM 10Y 434 3 -8 § 60
3Y -5Y 1" @ 2 4+ 7
5Y -10Y 19 R 4 ® 1
3Y-10Y 30 3 -2 T 8
FLY 3-5-10 9 3 -6 3 -6
CDS MID SPREADS
Value (bp) Weekly chg. (bp) YTD chg. (bp)

3Y EURO 136 § -13 3 0
5Y EURO 191 3 -13 3 -3
Source: Reuters
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12M Auctions data 12M Interest rate
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3Y Auctions data 3Y Interest rate
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Last week’s auction results (RON denominated)

RO1214DBNO2ZT

Offered amount (RON mn) 600
total bids (RON mn) 1942
accepted amount (RON mn) 600
average accepted yield (%) 4,99]
coupon 5,95

Source: NBR, OTP Research
Last week’s auction results (EUR denominated)

RO1316DBE011

Offered amount (EUR mn) 200
total bids (EUR mn) 765
accepted amount (EUR mn) 581

average accepted yield (%) 2,901
coupon 3.25

Source: NBR, OTP Research
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MM: Short term liquidity persists

Last data: 12.04.2013

MID INTEREST RATES
o ) i . Value (%) Weekly chg. (bp) YTD chg. (bp)
Short term liquidity continues to thrive. Last Friday, ROBOR rates up t0 .o, rate 525 o -~
one week were lower than 2.15% (ROBOR 1W included). This week too, the ROBOR ON 156 & -9 § 482
Central Bank injected only 178 mn RON at the weekly repo, just like last ROBOR3M 4% & -3 $ 183
week, to only 2 banks. The maintenance period of required reserves o St i T
' b S ) ROBOR 9M 518 & -12 § -0
ends on 23" April so short term rates are expected to remain Iow RrogoRr 1y 521 & 3 110
during this period. Among the factors that helped improve liquidity _
conditions lately, besides the fact that the Central Bank stopped capping Mats psswow R Why chg . amcm XID chi e
T repo amount 178.4 -2.021,0 - 38169
liquidity in March was also fact that the Treasury sold much less debt lately. INTERBANK DEPOSITS
In March for example, the Treasury sold only the planned amount of debt, 3 Value marowy WIy chg. maron YTD chg. (maron
bn RON, compared to 4 bn RON in February and 11 bn RON in January. outstanding 27135 -331.7 -187.9
This month, it appears that the Treasury is also sticking to the schedule and vmue) g (bp) YTD chg. (bp)
planned amount is 2.5 bn RON. Also, it is worth mentioning that the spron 1w B 8 0 & 1
schedule for Q2 2013 is between 10-12 bn RON compared to 18-20 bn RON  USDRON 1M 103 § 13 § 47
in Q1 2013. The government announced that it would pay the public USDRON3M 289 §  -125 L
. o o EURRON 1W 2 ¢ 0 N
employees in advance by the end of April, instead of the beginning of May S 103 & -53 M 42
and this too should be supportive for liquidity conditions this month. EURRON 3M 3
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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
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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.



https://www.otpbank.ro/en
mailto:mihaela.neagu@otpbank.ro

