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All eyes on the Central Bank on 1% July

Macroeconomics: Private lending is down 2.4% YoY in May (Page 3-5)

Private lending dynamics was in the negative territory for the 3rd consecutive month in
May (-2.4% YoY). Corporate lending, which has been supportive in the post crisis years,
entered the negative territory in April and May. RON corporate loans are still growing at
a significant pace: +7.6% YoY in May. On types of maturity, medium term corporate
loans are the only ones which constantly moved up this year. However looking ahead,
the picture looks more optimistic: a batch of good macro data such as sustained good
industrial and retail sales results, a good year in agriculture, improvement of economic
sentiment indicator, NBR cutting the base rate and lower returns for savings may
convince businesses to scale up their activity and tap more loans in H2. This depends
on banks’ offer as well, as this has been unfriendly in Q2.

FX markets: The leu gained 2% to the euro this week, but
look ahead to the expected base rate cut on 1% of July (Page 6-7)

The leu strenghtened roughly 2% on a weekly basis against the euro, in a sudden move
uncorrelated with peers. However, on 1st of July the Central Bank will hold a monetary
policy meeting and the market broadly expects a base rate cut. This would then be the
beginning of a base rate cut cycle to go through untill 2014 at least. Therefore we
expect the leu to lose ground in the short term. On the other hand, the perspective of a
new agreement with the IMF is supportive for the leu in the medium term. The press
release following the 7th and 8th review of the stand by agreement sounded rather
favorable and signing a new agreement looks very likely now.

Government securities: Bond prices started to move up
after last week’s fallout (Page 8)

For the moment, the market cooled down after the negative reaction to Fed’s
announcement that it will start tappering its bond purchases and after the news of credit
crunch in China spooked the markets. Bond yields are now ranging between 5.2% -
5.6% and we expect bond prices to continue to rise to further correct last week’s fallout.
We also consider the effect of Central Bank starting its base rate cut cycle as of July,
with a first cut of 25 bp. Also, the feed back from the IMF comes right in time and gives
investors a boost of confidence. The latest events have pushed the Treasury towards
rejecting all bids at the last 2 auctions. Under these circumstances the Treasury sold
only two thirds of the planned amount for this month. Next month, 3.8 bn RON come to
maturity. The peak of redemptions will be in Q4.

MM: The Central Bank is expected to start the base rate cut cycle
in July (Page 9)

On the 1st of July, the Central Bank will hold a monetary policy board meeting. We
favour the view that the CB will cut the base rate by 25 bp as the inflation rate is on the
path sketched by the CB and one of the upwards risks to inflation has just cleared: IMF
feedback is positive in general. In our view, this was seen as an upward risk to inflation
by the CB in its last inflation report in May.
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Macroeconomics: Private lending is down 2.4% YoY in May

PERICD INDICATOR FACT CONSENSUS PRIOR
28 Jun May Mon -governmental loans (y-o-y, %) 24 21
25 Jun May Mon -governmental deposits (y-o-y, %) 44 438
25 Jun May M3 aggregate (y-o-y, %) 25 3.3
28 Jun May Licenses for residential buildings (y-o-y, %) =221 16,2
01 Jul May ILO unemployment (seasonally adjusted, %) 6,7
01 Jul July Base rate decision (%) 5.0 5,25
02 Jul May Retail trade turnover index (y-o-y, %) 27
02 Jul May Producer Price Index (y-o-y, %) 3.0
05 Jul May Met wage growth rate { y-o-y, %) 7.0
05 Jul May Industrial trade turnover index (y-o-y, %) 127
05 Jul May Index value of new orders in manufacturing (y-o-y, %) 31,2

Private lending dynamics was in the negative territory

g Private loans fell 2.4% YoY as corporate loans were
for the 3" consecutive month in May (-2.4% YoY). If we

down as well
adjust for the FX effect, the annual pace was in fact negative 25% 25%
since December 2012. Corporate lending, which has been 2ok 20%
supportive in the post crisis years, entered the negative g i
territory as well in April and May. i e
It looks like the FX component has been shrinking on an 5% “ 5%
annual basis both in the case of retail and corporate loans: o5 m ' y oo
however, RON corporate loans are still growing at a 5% 5%
) . . B e O L O L e
rs];ger(;liftlj(::nttep:slce(.:of.G% YoY in May. On types of matur!ty, g 2‘ g é 2 E g g -% % g g 1 % § % %
porate loans are the only ones which = = = = =
constantly rose this year. Working capital loans evolution Ao cams Iowdis P (o)
. . mPrivate loans growth rate (FX adjusted, YoY)

was very poor in April (-6% YoY) and May (-8% YoY) but —Household Joans growth rate (YoY)

companies may have had an improved cash flow due to Corporate loans growth rate [YoY)

much stronger sales: we saw industrial sales growing more Source: NBR, OTP Research
than 7% YoY on average during the first 4M. What is

different compared to last year is definitely the subdued

pace of investment loans (> 5 years).

Medium term corporate loans are the only ones still

RON corporate loans are still growing (original currency) growing

35% 35% 35% 35%
30% 30% 30% Do
25% \ 25% 5% 23%
20% \ 20% 20% 20%

15% 15% 18%
10% 10% pLrc

5% 5% \/ 5%

10%

0% 0% % 0%
5% S% 5% 5%
<10% 2 2 P e 1 S N A 0% -10% <10%

—FX Corporate loans [YoY]  ——FX households laans |YoY| wwCorporate loans [<1 year, Yo¥) ——Corporate loans (>5 years, YoY)
RON households loans {YoY)—RON Corparate loars (YaY) —Corporate laans [1-5 years, YoY)
Source: NBR, OTP Research Source: NBR, OTP Research

Note: we assume all FX loans are denominated in euro

However looking ahead, the picture looks more
optimistic: a batch of good macro data such as sustained
good industrial and retail sales results, a good year in
agriculture, improvement of economic sentiment indicator,
NBR cutting the base rate and lower returns for savings may
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convince businesses to scale up their activity again and tap (i;rporate deposits are picking up =

more loans in H2. This depends on banks’ offer as well as

this has been unfriendly in Q2. o -
. . . 15% 15%

Of the retail loans, mortgage loans are still keeping a

healthy rise: +8.2% YoY but consumer loans are amortizing <o X

fast and net flows are negative, as the FX component & 5% ‘ % 5%

personal mortgage loans have been hit by NBR regulation. 0% 0%

FX deposits have risen sharply this year (+12% YoY in 5% Bggagsssassunnnan 5%

May) on one hand as households feared leu’s depreciation g § 3 $ § 3 é % § 3 zg $ § 3 é $ §

and on the other hand as companies’ exports rose steadily.

= Private deposits growth rate (YoY)
Deposits in leu are rather flat (+0.6% YoY). This year, it

—Househotd deposits growth rate (YoY)

appears that households switched fron RON denominated ~=Cotpokate depasis gawth rke (VoY)
savings to FX savings and the overall growth trend is Source: NBR, OTP Research

downward. However, companies increased their savings and

deposits in leu are seeing a comeback. While FX loans dive, FX saving thrives

(original currency)

5% 5%

Residential building permits were down 22% YoY in May but 0% £
they are on a general recovery path especially compared to 15% 15%
the lows in 2010. Already this year we saw two encouraging 10% 10%
months (February and April) when they went up by 7% YoY 5% s%
and 16% YoY, respectively. % o%

5%

JA0%

-15% -15%
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—F% Cocporate deposits {YoY)  —FX households deposts (YoY)

RON househclds deposits [YoY) --RON Corporate deposits [YoY|

Source: NBR, OTP Research
Note: we assume all FX deposits are denominated in euro

Building permits dropped by 22% YoY but had two
good months this year (February and April)
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Medium-term macroeconomic forecast

Real GDP 6,3% 7,3% -6,6% -1,1% 2.2% 0,7% 1,5% 2,6%
Households consumption expenditure 12,0% 9.0% -10.4% -0,2% 1.2% 1.0% 1,6% 2.5%
Government consumption 2.5% 6.2% 9.5% -13.7% -0,3% 2.4% 2.2% 1,5%
Gross fixed capital formation 30.3% 15.6% -28.1% -1.8% 7.3% 4.9% 0,9% 6,6%
Exports 7.8% 8,3% -6,4% 13.2% 10,3% -3,0% 0,4% 3.2%
Imports 27.3% 7.9% -20.5% 11.1% 10,0% -0,9% 0,3% 3.2%
Consumer prices (avg.) 4.8% 7.8% 5.6% 6,1% 5.8% 3.3% 4,9% 3.2%
Budget Balance (GDP%, ESA 95) -2,9% -5,7% -9.0% -6,8% -5,6% -2,9% -2,8% -2,5%
Public debt (GDP %) 12,8% 13.4% 23.6% 30.5% 34.7% 37.8% 38,T% 38,8%
CA balance (% GDP) -13.4% -11,6% -4, 2% -4.4% -4.5% -4.0% -3,5% -4,0%
CA balance (bn EUR) -16.8 -16,2 4.9 -85 -89 5.3 4,9 6,1

Unemployment 5.4% 5,8% 6,9% 7.3% 7.4% 7.1% 6,9% 6,5%
Mominal wage growth 21,8% 26.1% 4.8% 31% 4.1% 4,6% 5,0% 6,2%
Real wage growth 14, 7% 16.5% -1,6% -3.7% -1,9% 1.2% 0,1% 2,9%
Key interest rate (avg.) 7.5% 9.7% 9.1% 6,5% 6.2% 5.33% 5,13% 4,50%
Key interest rate (e.o.p.) 7.5% 10.3% 8.0% 6.3% 6.0% 5.25% 4,75% 4,50%
EUR/RON (avg.) 3,34 3,68 4,24 421 424 4,46 4,44 4,38
EUR/RON (e.0.p.) 3,61 3,99 4,23 4,28 4,32 4,43 4,41 4,34

Source: Eurostat, NBR, OTP Research
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FX markets: The leu gained 2% to the euro this week, but
look ahead to the expected base rate cut on 1°' of July

After taking a hit just like the rest of European emerging market
currencies, the leu jumped back and recovered the loss, in a move
uncorrelated to its peers. The leu strenghtened roughly 2% on a weekly
basis against the euro, in a sudden move uncorrelated with peers.
However, on 1% of July the Central Bank will hold a monetary policy
meeting and the market broadly expects a base rate cut. This would then
be the beginning of a base rate cut cycle to go through untill 2014 at
least. Therefore we expect the leu to lose ground in the short term.

On the other hand, the perspective of a new agreement with the IMF
is supportive for the leu in the medium term. The press release
following the 7" and 8" review sounded rather favorable: the Fund
has allowed a waiver on the three criteria that were missed ( net foreign
assets, budget deficit and arrears) based on expectations of
improvement. Also, its evaluates the monetary policy as being “broadly
appropriate”. The less bright remarks concerned the weak growth
perspectives and its further downside risks. It is seen as crucial for the
structural reforms to continue so that GDP grows to its potential. Lastly,
the reforms of the state owned companies need to be continued (the
transport and energy sector). Unrelated to the reviews, Christine
Lagarde will visit Romania in mid July, official IMF sources have
announced.

Along with the news regarding the completion of the last reviews by the
IMF, came the improved cash budget deficit figures for May. The budget
deficit shrank from 1.2% in April to 1.1% in May. Current income is
higher by 5% YoY whereas current expenditures have a slighter lower
pace: +4.4 % YoY. Absorbtion of EU funds is still weaker than last year,
however the dynamics look much improved compared to previous
months. Corporate income tax continues to be lower than last year (-
5.3% YoY) and VAT increase remained at 6% YoY, same as in April. As
it looks now, the planned cash budget deficit of 2.2% has chances to be
missed this year as well.

WEEKLY REPORT — ROMANIA

Last data: 27.06.2013
Value Weekly chg. (%) YTD chg. (%)

EURRON 445 § 181 ¢+ 023
USDRON 32 § 021 £ 149
CHFRON 362 § 210 ¢ -168
RONJPY 347 § 135 & -1046
RONPLN 103 § -099 $ 522
100HUFRON 150 § 027 4 120
RONCZK 017 § 274 $ -350
RONRUB 0,10 % 0.46 ¥ 550
RONRSD 004 § M4 § 140
RONBGN 22T § 19 ¢ 000

Source: Reuters

Major RON FX rates (03.01.2011=100)
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The cash budget deficit shrank in May to 1.1% from 1.2% in April

May-13 (cumulated) Jan-13 Feb-13 Mar-13 Apr-13 May-13
RON mn Yoy Yoy YoY Yoy YovY
Total revenue 81.077 -1,8% 0,1% 3,0% 4,3% 4,6%
Current income 78.560 0,8% 1,0% 4,8% 5, 0% 5, 0%
Fiscal income 48,580 -6,1% -1,2% 6.0% 62% 4.8%
Income tax 15.276 -17,7% -15,3% 3,0% 5,1% 3,8%
Corporate income tax 5.345 -82,0% -77,2% -10,2% -3,5% -5,3%
Personal income tax 9.505 16,0% 11,9% 11,5% 11,0% 9,7%
Other tax on income, profit
and capital 426 9,6% 2,3% -4,8% 16,1% 4,3%
Property tax 2.597 -0,1% 7,5% 4,8% 9,0% 9,0%
Taxes on goods and services 30.261 -0,8% 5,1% 7.7% 6,6% 5,0%
Value added tax 20.290 -9,5% 2,6% 9,5% 6,0% 6,0%
Excise duties B.286 27, 7% 18,9% 9,3% 13,0% 6,3%
Other 1.684 -25,8% -21,2% -14,4% -13,8% -11,3%
Taxes on international
commerce 255 20,4% -11,6% 2,.8% 0,1% -3,5%
Other fiscal taxes 191 -18,5% 0,6% 16,0% 15, 7% 18,2%
Social security contributions 22,277 8.7% 2,4% 3,6% 5,9% 3,6%
Non fiscal revenue 7713 27,2% 12,1% 0,5% -5,9% 10,3%
Capital revenues 257 36,7% 10,4% -4,2% 1,4% -2,8%
Donations 38 108,7% -70,0% -78,3% -76,3% -44,7%
EU preaccesion funds 2.504 -39,4% -8,9% -33,8% -10,6% -4,0%
Other -201 -376,0% 703,6% 92,2% 57,1% 16,3%
Total expenditures 87.637 -2,2% 0,7% 4.4% 7,6% 3.4%
Current expenditures 81.715 0,9% 2,4% 5.4% 7.6% 4,4%
Compensation of public
employees 19.285 16,4% 16,6% 19,9% 28,2% 19,5%
Operating expenditures 13.949 13,0% 8,4% 11,3% 8,1% 6,1%
Interest paid 4.852 40,2% 40,8% 14,0% 9.9% -0,2%
Subsidies 3.043 43,1% -38,5% 13,9% 13,2% 5,4%
Total transfers 40,247 -11,7% -5,3% -2,9% -0,8% -0,8%
Transfers between units of
public administration 897 -90,3% 55,3% 84,0% 81,5% 125,2%
Other transfers 5.561 9,7% 0,5% 15,2% 8.6% 2,1%
Projects financed by foreign
non reimbursable funds 4,165 -54,0% =44, 7% -45,3% -30,1% -25,4%
Social benefits 28.365 -3,3% 0,1% 1,0% 1,5% 1,1%
Other 1.260 24,8% 12,2% 11,3% 31,0% 16,4%
Expenses for programs with
reimbursable funds 339 -47,0% 52,2% -33,3% -36,7% -51,5%
Capital expenses 6.193 -39,9% -41,2% -7,5% 7,6% -8,5%
Payments made in earlier years
and recovered in the current year -271 -30,3% -24,5% -16,6% -8,6% -5,4%

Excedent (+)/Deficit (-)
Sources: The Finance Ministry, OTP Research
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Government securities: Bond prices started to move up
after last week’s fallout

For the moment, the market cooled down after the negative reaction to Fed’s
announcement that it will start tappering its bond purchases and after the
news of credit crunch in China spooked the markets. Bond yields are now
ranging between 5.2% -5.6% and we expect bond prices to continue to rise
to further correct last week’s fallout. We also consider the effect of Central
Bank starting its base rate cut cycle as of July, with a first cut of 25 bp. Also,
the feed back from the IMF comes right in time and gives investors a boost
of confidence.

The latest events have pushed the Treasury towards rejecting all bids at the
last 2 auctions. This week, it held an auction to sell 300 mn RON In 10Y
bonds. Under these circumstances the Treasury sold only two thirds of the
planned amount for this month. Next month, 3.8 bn RON come to maturity.
The peak of redemptions will be in Q4, when 10 bn RON come to maturity.

Yield curve over the past weeks (Central Bank fixing)
% bp weekly changes
56 10 {Thursday to
Thursday, r.h.s)
54 - ——2013. 05. 23.
52 - 5
2013. 05. 30.
5,0
48 - 0 ——2013. 06. 06.
4,6
——2013. 06. 20.
44 5
42 - - 2013. 06. 27.
4,0 -10
1 3 5 10 maturity

Source: NBR, OTP Research

Bond auctions in June (in RON)

RO1318DBNOS3106.06.2013

RO1318DBNO34 | 17,06.2013
RO1320DBN022 120062013

Sources: Ministry of Finance, OTP Research
Note:* Supplementary sessions of competitive offers

This week’s auction results (RON denominated)

Offered amount (RON mn) 300|
total bids (RON min) 360
accepted amount (RON mn) 0
average accepted yield (%) n.a
coupon 5,85

Source: NBR, OTP Research
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Last data: 27.06.2013

| RON GOVERNMENT SECURITIES |

Value (%) Weekly chg. (bp) YTD chg. (bp)
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Source: Reuters
Central bank benchmark fixing yields (%)

Sources: NBR, OTP Research
Slope of the yield curve (bp)

ELRLLLL

§§o§§§§§§§§§§§§8§§§§§§§§§§§§z§
Sources: NBR, OTP Research

FLY 3-5-10 (bp)

o —~HY3510 ”
» b
= \ yi
L'/ W‘. i “‘i{' I~
I W Y
o Y, r' 'h‘l,ﬁ"ﬁﬂ '
T \ " * | 10

5§§§§2S§§§ §§§8§§
Sources: NBR, OTP Research

. 8



®
@ otp research

MM: The Central Bank is expected to start the base rate
cut cycle in July

Last data: 27.06.2013

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

repo rate 525 > 3
This week, 3 banks went to the repo and asked for 577 mn RON. Liquidity ~R©BO0R ON 4+ 0 $ -1
injected at the weekly repo operations was around 0.4 bn RON/week in st ol S ¥ e
) i X - - i ROBOR 6M 482 ¢ 5 8 M6
June, only slightly higher than in May but we were expecting relatively tighter  rosor 43@ P 2 ; .‘45
conditions mainly due to the lower public spending due to budget deficit ROBOR 1Y 8 -1

considerations. Looking ahead, July’s budget deficit will not be as much

Value jnenowy lechg mancwy YTD chg. ewe mow
repo amount 577.3 577.3 - 34180

Value menowy Wiy chg. mamow; YTD chg. g son

outstanding 41326 1383.6 12312
MID SWAF POINTS

under scrutiny as June’s, when the current agreement with the IMF ends and
redemption of public debt is much higher than in June. The public debt
issuance calendar has not been announced yet but as the yield environment
is not optimal currently, chances of a positive net issuance are lower.

Therefore, we do not expect a worsening of liquidity conditions in July, in
absence of a deteriorated risk perception in the region.

On the 1* of July, the Central Bank will hold a monetary policy board
meeting. We favour the view that the CB will cut the base rate by 25 bp
as the inflation rate is on the path sketched by the CB and one of the

USDRON W
USDRON 1M
USDRON 3M
EURRON 1W
EURRON 1M
EURRON 3M

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

29
121
351
37
155
453
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e & e

4
-28
105

3

ID

Value (bp) Weenychg (bp) YTD chg. (bp)

upwards risks to inflation has just cleared: the IMF ended the last two
reviews of the current stand by agreement and the remarks are positive in

) ; - . EURRON 1Y 80 ® 75
general, which means there are fairly good chances for Romania to sign  eurron 3 70 o ¢ 85
another agreement. In our view, this was seen as an upward risk to inflation = EURRON 5Y 0 @ + @

by the CB in its last inflation report in May. Source: Reuters

Repo operations since 2012
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Most important MM instruments’ evolution
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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
SA.

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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