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Bond yields retreated up to 40 bps after Fed’s surprise  
 
 
Macroeconomics: In September, NBR survey points to improvement 
in industrial production (Page 3) 

The latest issue of the NBR survey, for September, shows that expectations are positive 

in what regards industrial production, unlike the previous month. The latest released 

business cycle indicator is for July, when industrial production fell only marginally (-0.1% 

MoM seasonally adjusted). For August, the NBR survey had pointed to generally 

favorable perspective in industry, looking at the seasonally adjusted data. Altogether, 

these early signals point to good dynamics of industrial production in Q3. Moving further 

to construction works, the survey shows that optimism is fading off in September, after 

we saw that in August constructions were still expected to perform well. This comes as 

good news though, given the extraordinary evolution seen in July (+8.5% MoM, 

seasonally adjusted). Again, taking the survey as a proxy, we see these readings as 

pointing to a recovery in construction activity in Q3. 

FX markets: The EUR/RON touched 4.45 after Fed’s policy decision 
(Page 4) 
Fed’decision to postpone tapering pushed the EUR/RON to 4.45, but the appreciation 

was not sustained later on as the markets are reassesing the Fed’s monetary policy 

decision and consider that ultimately, there will be a reduction in Fed’s liquidity injection. 

Bond yields reacted immediately and we saw the 3Y-5Y maturities losing ~30-40 bps, 

which proves that non residents are still interested in Romanian assets, albeit the drive 

is not so strong compared to the first half of the year. Looking forward to the next few 

quarters, the fundamentals of the leu are good but compared to the end of 2012 and Q1 

2013 we do not expect such rapid and strong inflows of portfolio or FDI investments 

which could firm the leu significantly. Moreover, as internal demand slowly picks up, we 

expect a moderate widening of the current account deficit, which shrank significantly on 

a 12M rolling basis, from 4% in December 2012 to 1.2% in July 2013 ( our estimation). 

Government securities: The yield curve shifted down 30-37 bps in a 

week (Page 5 - 6) 

Yields shed off 30 to 37 bps last week as RON liquidity was abundant and most 

importantly, as the international environment was extremely favorable. Fed’s decision to 

continue to inject the same amount of liquidity as before, boosted emerging markets 

assets, including the Romanian ones. NBR is in the process of cutting the base rate as 

disinflation continues and lending is hurting. For September the markets wait for a 25 bp 

rate cut and a higher step will be consequently reflected in bonds prices as well. In our 

base scenario, we see the NBR reducing the base rate up to 4% in Q1 2014. Romania 

sold the planned amount in 12M in T-bills, of RON 1 bn at the average accepted yield of 

3.88%, lower by 27 bps than the previous similar tender in the beginning of August. 

Demand was healthy and bid to cover ratio stood at  3.8X.  

MM: The Central Bank is expected to cut the base rate by 25 bps on 

30th September (Page 7) 

For nearly 2 months now, liquidity injection at the repo has been nearly zero and money 

market rates have seen a decline. Meanwhile, private lending has been in the negative 

territory far more (from March 2013, annual basis) and especially the corporate sector 

has been hurting. Q3 will likely end on a negative note, as banks expected. Supported 

by the clear disinflation trend, the Central Bank will try to give another breath of oxygen 

to lending by cutting the base rate on 30th September and therefore continuing the 

base rate cut cycle. The CB forecasts headline inflation to be around 3% YoY in 

September and we see fair chances of that to happen. 

 

 

 

Chief Economist 

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

FX/FI Strategist 

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

Macro Analysts 

Gábor Dunai 
+36 1 374 7272 
dunaig@otpbank.hu 

 
Győző Eppich 
+36 1 374 7274 
eppichgyo@otpbank.hu 
 
Szilárd Kondora 
+36 1 374 7275 
kondorasz@otpbank.hu 
 
Bálint Szaniszló 
+36 1 374 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 Szabó 
+36 1 374 7276 
szabopb@otpbank.hu 
 

Technical Analyst 

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

 
 
 

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


 

 

WEEKLY REPORT – ROMANIA  
 
 

 10. 

 
 

3 

 
Macroeconomics: In September, NBR survey points to improvement in industrial production  

 

  

The latest issue of the NBR survey, for September, shows that expectations are positive in what regards industrial 

production, unlike the previous month. The latest released business cycle indicator is for July, when industrial production 

fell only marginally (-0.1% MoM seasonally adjusted). For August, the NBR survey had pointed to generally favorable 

perspective in industry, looking at the seasonally adjusted data. Altogether, these early signals point to a good dynamics 

of industrial production in Q3. Moving further to construction works, the survey shows that optimism is fading off in 

September, after we saw that in August constructions were still expected to perform well. This comes as good news 

though, given the extraordinary evolution seen in July (+8.5% MoM, seasonally adjusted). Again, taking the survey as a 

proxy, we see these readings as pointing to a recovery in construction activity in Q3. 

 

Medium-term macroeconomic forecast 

 
Source: Eurostat, NBR, OTP Research 
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FX markets: The EUR/RON touched 4.45 after Fed’s policy 
decision  
 
Fed’decision to postpone tapering pushed the EUR/RON to 4.45 on 

18
th

 September, but the appreciation was not sustained later on as the 

markets are reassesing the Fed’s monetary policy decision and 

consider that ultimately, there will be a reduction in Fed’s liquidity 

injection. However, the leu firmed marginally last week, even if it wiped 

out most of the initial gains. The evolution among its peers was mixed, with 

the Polish zloty losing 0.5% and the Czech Crown around 0.7%. Bond 

yields reacted immediately and we saw the 3Y-5Y maturities losing 

~30-40 bps, which proves that non residents are still interested in 

Romanian assets, albeit the drive is not so strong compared to the first 

half of the year. Looking forward to the next few quarters, the leu 

fundamentals are good but compared to the end of 2012 and Q1 2013 

we do not expect such rapid and strong inflows of portfolio or FDI 

investments which could firm the leu significantly. Moreover, as 

internal demand slowly picks up, we expect a moderate widening of the 

current account deficit, which shrank significantly on a 12M rolling basis, 

from 4% in December to 1.2% in July ( our estimation). 

 

Last week was all about the Fed   

 
Sources: Reuters, OTP Research 

Last data: 20.09.2013 

 
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: The yield curve shifted down 30-
37 bps in a week 
 
Yields shed off 30 to 37 bps last week as RON liquidity was abundant and 

most importantly, as the international environment was extremely 

favorable. Fed’s decision to continue to inject the same amount of liquidity 

boosted emerging markets assets, including the Romanian ones. NBR is in 

the process of cutting the base rate as disinflation continues and lending is 

hurting. For September the markets wait for a 25 bp rate cut and a higher 

step will be consequently reflected in bonds prices as well. In our base 

scenario, we see the NBR reducing the base rate up to 4% in Q1 2014. 

 

Romania sold the planned amount in 12M in T-bills, of RON 1 bn, at the 

average accepted yield of 3.88%, lower by 27 bps than the previous similar 

tender in the beginning of August. Demand was healthy and bid to cover 

ratio stood at  3.8X. 

 

T- bills auctions in September  (in RON) 

 
Sources: Ministry of Finance, OTP Research 

Bond auctions in September  (in RON) 

 
Sources: Ministry of Finance, OTP Research 

Note:*  Supplementary sessions of competitive offers 

Yield curve over the past weeks (Central Bank fixing) 

 
Source: NBR, OTP Research 

Last data: 20.09.2013 

 
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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12M Auctions data  12M Interest rates (RON) 

  
Sources: NBR, OTP Research Sources: NBR, OTP Research 

Last week’s auction results (RON  denominated) 

 
Source: NBR, OTP Research 
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MM: The Central Bank is expected to cut the base rate by 

 25 bps on 30th September 

 

Last week went on with no surprises. Money market rates eased as it 

was the end of the reserve period. For nearly 2 months now, liquidity 

injection at the repo has been nearly zero and money market rates have 

seen a decline. Meanwhile, private lending has been in the negative territory 

far more (from March 2013, annual basis) and especially the corporate 

sector has been hurting. Q3 will likely end on a negative note, as banks 

expected. Supported by the clear disinflation trend, the Central Bank will try 

to give another breath of oxygen to lending by cutting the base rate on 30
th
 

September and therefore continuing the base rate cut cycle. The CB 

forecasts headline inflation to be around 3% YoY in September and we see 

fair chances of that to happen. 

 
Most important MM instruments’ evolution 

 
Sources: NBR, OTP Research 

 
 
The weekly repo auction takes a backseat 

 
Sources: NBR, OTP Research 

 

Last data: 20.09.2013 

 
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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