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The Treasury resumes debt sales

Macro: After a strong month in April, industry falls by 2.1% YoY in
May; constructions continue to suffer (-8.9% YoY) (Page 3-5)

This week’s macro data releases give almost a full picture for May which was a weak
month: after we saw retail sales falling by 4.4% YoY in May, we add that industrial
production dropped by 2.1% YoY and constructions declined significantly: -8.9% YoY.
Industrial production dynamics entered in the negative territory for the first time since
September 2012: manufacturing output was down by 0.9% YoY and what recorded the
biggest correction was energy production (-16.2% YoY). Exports remained nearly flat in
May (+0.1% YoY) while imports drowned (-10.5% YoY) signalling that internal demand
remained weak. The current account surplus during the first 5M was strong (314 mn
EUR) and it was driven by large correction of the trade gap. Foreign direct investment
remains subdued: 414 mn EUR (- 37% YoY).

FX markets: The leu lifted by Bernanke’s dovish tone (Page 6)

Earlier this week, Ben Bernanke announced that Fed’s monetary policy would remain
accomodative for now and that the unemployment rate “overstates the health of the
labor markets”. Therefore, markets reacted by taking more risk and we saw emerging
market currencies firming to the euro.We look ahead for the announced listing of 10%
stake in the nuclear power producer Nuclearelectrica which is expected in the Mid of
July. In June, the energy minister announced that the state expects to raise up to 350
mn RON from this deal. We recall that the latest listing ( Transgaz SPO at the end of
April 2013) attracted a large interest from foreign institutional investors so the current
deal (Nuclearelectrica’s IPO) should be supportive for the leu to some extent.

Government securities: Good demand for bonds on the
primary market (Page 7)

The Treasury managed to successfully sell 800 mn RON during the 2 auctions held.
After 2 previous failed auctions, demand for the 2 and 3Y bonds sold this week was
strong. The Treasury sold 300 mn RON in bonds with a residual maturity of 2Y and an
average accepted yield of 4.79%. The second auction for bonds with 3Y residual
maturity saw healthy demand too: bid to cover ratio was 4.44 and the average accepted
yield (4.74%) dropped by 33 bp compared to the previous similar auction in Mid june.
Next week, the Treasury scheduled an auction for 3Y euro denominated bonds with a
planned amount of 150 mn EUR and 300 mn RON in 6M bills.

MM: Money market rates continued to ease (Page 8-9)

After another relatively high liquidity injection at the weekly repo on Monday, money
market rates eased and ROBOR ON lost 120 bp on a weekly basis. The Central Bank
injected 1.6 bn RON to 6 banks, a little less than the previous week (1.8 bn RON to 8
banks). Considering that we are approaching the end of the maintenance period for
the required reserves (23rd of the month), we should continue to see good liquidity
conditions. Also, debt securities redemption of 3.8 bn RON will happen after the
reserves period ends.
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Macroeconomics: After a strong month in April, industry falls by 2.1% YoY in May;
constructions continue to suffer (-8.9% YoY)

PERICD INDICATOR FACT CONSENSUS PRIOR
08 Jul May Construction works index (y-o-y, %) 8.9 111
10 Jul May Exports (y-0-y, %) 0.1 15,5
10 Jul May Imports (y-o-y.%) 105 5.0
10 Jul June Consumer price index (y-o-y,%) 54 5.3
10 Jul May Industrial Production Index (y-o-y, %) 21 19.9
12 Jul May CA balance (EUR mn, YTD) 314.0 54,0
23 Jul June Mon -governmental loans (y-o-y, %) -24
23 Jul June MNon -governmental deposits (y-o-y, %) 44
23 Jul June M3 aggregate (y-o-y. %) 25

This week’s macro data releases give almost a full picture
for May which was a weak month: after we saw retail sales
falling by 4.4% YoY in May, we add that industrial production

dropped by 2.1% YoY and constructions declined ig [
significantly: -8.9% YoY. Also, foreign trade data points to 30 1
weak internal demand as well. fﬁ
4]

Industrial production was slow in May especially due
to the energy production activity

Industrial production dynamics entered in the negative 10 |

territory for the first time since September 2012: 'ig'

manufacturing output was down by 0.9% YoY and what 5588823338499y ya
. . . %Ldii—hé’»&éiéiihéidé&

recorded the biggest correction was energy production 1333338383323 533223

(-16.2% YoY). In the month, contraction stood at 10.7% s ndustrial production (3M moving average. YoY)

MoM which is still significant even if it comes after an e—Export industrial sales (3M moving average, YoY)

extraordinary month in April. Given that the confidence in = Damestic industrial sales (3M moving average, Yoy)

industry was relatively improved in June, current data points
to a positive contribution to GDP growth in Q2.

Source: NIS, OTP Research
Foreign trade activity weakened in May; lower
Exports remained nearly flat in May (+0.1% YoY) while  imports (-10.5% YoY) hint at poor domestic demand

imports drowned (-10.5% YoY) signalling that internal “% E
demand remained weak. If we add industrial sales data to 30 A %
this picture, we see that while exports are heading up this 0 \\'[\/\/\/_\N_/J\«N 2°
year, domestic sales are on a downtrend. In the case of 10 i 10
exports, we witnessed a weaker demand from the EU in May 0 \’\/ 0
(-1.1% YY), unlike in April when they skyrocketed (+20% 10 -10
YoY). Extra EU exports had a small advance (+2.7% YoY). 20 20
-30 30
-a0 -40

I T R
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«~Exports {Yo¥, 3M mowing average) Imports (YoY. 5M moving average)

Source: NIS, OTP Research
Note: growth rates calculated based on euro denominated amounts
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Inflation came at 5.4% YoY in June, lower than analysts’
expectations of 5.5% YoY (Reuters poll). It looks like in the ~June inflation stood at 5.4% YoY
month, the highest increases were felt in the case of fruits
(+2.4% MoM), especially imported fruits, air transport
(+3.2% MoM), phone services (+3.2% MoM). Therefore,
leu’s depreciation of 3.2% MoM to the euro in June had
some impact on headline inflation. Also, all measures of core
inflation saw hikes and Core 2 adjusted inflation, which is
always cited in press releases of monetary policy decisions,
rose to 2.9% YoY from previous 2.7% YoY. This was the first
hike this year and the Central Bank was expecting 2.6% YoY
in June.

BNCP|  ==Ffgod goods <« Non-food goods = Services
Source: NIS, OTP Research
Constructions look poised to have a bad second Constructions activity is still dragged down by fewer

guarter: in Q1, the annual evolution had been positive non- infrastructure works compared to last year

residential constructions and especially for residential ones 0 %0
but Q2 data is deeply negative in all cases. Infrastructure %0
works, which have supported this sector in 2012 are now ~
significantly weaker: the average annual growth rate for civil =
engineering index is -9.6% YoY during the first 5M. o

> > - P " o bl >

The current account surplus during the first 5M was o ‘,&'\' & ‘p"\ LA ‘,p*'\ 40'\ 3 ‘9*'\
strong: 314 mn EUR against a deficit of 2.3 bn EUR in the
similar period last year. The main impact came from the
shrinking trade gap (by 1471 mn EUR) as imports’ pace
lagged behind exports due to the weak internal demand.
Foreign direct investment remains subdued: 414 mn EUR (-
37% YoY).

w——Non residential buildings {3M maving avg., YoY %)
s Civil engineering (3M moving avg, YoY %)

w—Residential buildings (3M moving avg, YoY, %)

| Source: NIS, OTP Research
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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 lifted by Bernanke’s dovish tone

Despite the fact that US jobs data came out better than expected and
was initially thought to be a sign that the Fed would start cutting back on
stimulus, this was contradicted earlier this week by Ben Bernanke: he
said that Fed’s monetary policy would remain accomodative for now and
that the unemployment rate “overstates the health of the labor markets”.
Therefore, markets reacted by taking more risk and we saw emerging
market currencies firming to the euro.

We look ahead for the announced listing of 10% stake in the nuclear power
producer Nuclearelectrica which is expected in the Mid of July. In June, the
energy minister announced that the state expects to raise up to 350 mn
RON from this deal. We recall that the latest listing ( Transgaz SPO at the
end of April 2013) attracted a large interest from foreign institutional
investors so the current deal (Nuclearelectrica’s IPO) should be supportive
for the leu to some extent.

The leu was led by the international markets and the improvement in
risk perception
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The leu was supported by several months of net inflows of portfolio
investments (including bonds and equities)
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Last data: 11.07.2013

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

EURRON 442 § 04 ¢ 0863
USDRON 337 § 176 & 018
CHFRON 356 § 084 § -309
RONJPY 341 § 054 $ -12.03
RONPLN 102 § 124 $ 584
100HUFRON 151 ¢ 0,04 4 -086
RONCZK 017 § 064 $ 379
RONRUB 0,10 ¢ 0.45 $ 577
RONRSD 0.04 ¢ 0,04 § -185
RONBGN 226 § 0.2 ¢ 042

Source: Reuters

Major RON FX rates (03.01.2011=100)
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Regional RON FX rates II. (03.01.2011=100)
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Government securities: Good demand for bonds on the
Last data: 11.07.2013

primary market
) ) ) ) Value (%) Week'vcm (bp) YTD chg. (bp)

The yield curve shifted down this week as well and yields retreated between  sm 438 @ $ 180

9-14 bp in line with a the decline in money market rates and especially due 12 45 3§ -11 $ 164

to improved risk perception towards the region. The Treasury managed to 53: ;-:: : ': : :11’;

successfully sell 800 mn RON during the 2 auctions held. After 2 previous 521 & P

failed auctions, demand for the 2 and 3Y bonds sold this week was strong.

The Treasury sold 300 mn RON in bonds with a residual maturity of 2Y and Value (bp) Weekly chg. (bp) YTD chg. (bp)

an average accepted yield of 4.79%. The second auction for bonds with 3y ~ GERROM3Y 461 & 4 M7
; ; < hi ; GERROM 5Y 434 3 -14 4 -5
residual maturity saw healthy demand too: bid to cover ratio was 4.4 and the CEROMIY N & m + b
average accepted yield (4.74%) dropped by 33 bp compared to the previous 4y .y 2 8 5 e 9
similar auction in Mid june. 5Y -10Y 19 4 2 e 1
3y-10Y 3 4 3 T 10
FLY 35-10 7 7 &

On the secondary market, yields are still far from May’s low: In May, the 6M
T bills yield touched a minimum at 3.86% (mid) during the NBR’s fixing while Value (bp) Weekly chg. (bp) YTD chg. (bp)

the 10Y bonds stood at 4.8%. On 5™ August, the market expects another =y guro 1239 ¢ 3 e 4

base rate cut of 25 bp. 5Y EURO 194 ¢ 2 & 0
Source: Reuters

. . Central bank benchmark fixing yields (%
Next week, the Treasury scheduled an auction for 3Y euro denominated 9y G8)

bonds with a planned amount of 150 mn EUR and 300 mn RON in 6M bills. 10
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3Y Interest rates
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3Y Auctions data
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MM: Money market rates continued to ease

Last data: 11.07.2013

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

After another relatively high liquidity injection at the weekly repo on Monday,

repo rate 500 =3 8 25
money market rates eased and ROBOR ON lost 120 bp on a weekly basis. ROB0R ON 385 0§ 120 & 283
The Central Bank injected 1.6 bn RON to 6 banks, a little less than the ROS0%3M 4 3 5 $ 159
i k (1.8 bn RON to 8 banks). Considering that we are x5 Al e g
previous week (1. . g ROBOR 9M a2 & 9 8 156
approaching the end of the maintenance period for the required reserves rosoR 1y 472 3 § 158
(23" of the month), we should continue to see good liquidity conditions. Also, o i oy
. . . AU jme 0N .« gma RON) + fmm SON)
debt securities redemption of 3.8 bn RON will happen after the reserves e s S8 23702

period ends.

The Central Bank injected 1.6 bn RON this week’s repo

a5 -
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Value menow; Wiy chg. mancyy YTD chg. e mon

outstanding 29580 6387 56,6
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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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