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The Central Bank delivered as expected  
 
Macro: Private lending still in the negative territory (-2.6% YoY) (Page 

3- 4) 
Private lending is down 2.6% YoY in August and it has been in the negative territory for 

the entire year if we adjust for the exchange rate effect. There are only a few loan types 

that are still in demand: medium term corporate loans and mortgage loans for the retail 

segment.  Corporations have been postponing investment decisions and this was 

reflected in demand for loans. While cutting interest rates is helping loan demand, it is 

likely not enough if we look at the European experience, where despite low interest 

rates lending is still in the negative territory. Private deposits advanced at 5.1% YoY in 

August especially due to the corporate segment in RON (+4.5% YoY) while 

households’savings maintained a rather steady pace (+5.5% YoY). The most general 

tendencies are the slower pace of time deposits, which gained signficantly especially 

during the crisis. Concomitantly, the ON deposits are rising faster. Also, we observe a 

switch to RON deposits, as fear of  depreciation of the domestic currency diminished at 

the moment. 

 

FX markets: The IMF approved the 2Y standby agreement (Page 5 - 6) 

The IMF approved a 2Y stand by agreement seen as precautionary for Romanian 

authorities, for an amount of  EUR 2bn. This amount comes with additional support of 

EUR 2 bn from the EU. While the Fund acknowledged once again the fiscal progress 

and the declining external imbalance, it also underlined that the fiscal reforms should 

not be reverted. Unfortunately, the 8M cash deficit data already paints a gray picture: 

the cash budget deficit rose to 1.3% from the previous 1% and the dynamics of 

revenues and expenditures is not flattering:  revenues rose by 4.4% YoY while 

expenditures increased by 4.8% YoY. All in all, the 12M rolling data shows a budget 

deficit of 2.5% compared to this year’s target of 2.3%. The fiscal progress made by 

Romania has been under the radar of foreign investors and it contributed to improving 

investors’sentiment towards Romanian assets. Failure to show persistence in the fiscal 

reforms could act negatively on investors’perception later on, especially since the 

attractivenes of local bonds is now limited. 

Government securities: The Treasury plans to sell RON 4.7 bn in 

Oct and between RON 4-4.5 bn in Nov-Dec (Page 7 - 8) 

Last week, the Treasury sold the planned amount of 5Y and 10Y bonds, of RON 1.2 bn, 

but given the evolution on the secondary market, in the case of 10Y bonds the average 

accepted yield stood at 5.25%, which was 28 bps higher than the one at the similar 

tender in the beginning of August. The auction saw a good demand and bid to cover 

ratio stood at 2.25X. The 5Y bonds were sold at an average accepted yield of 4.56%, 

which was in fact lower by 18 bp than the previous auction at the end of August. 

Demand, however, was not impressive. Looking ahead, we expect further downward 

correction in the next coming months considerring the prospects of lower money market 

rates. On Monday, the Central Bank cut the base rate by 25 bps, in line with market 

expectations. We expect another rate cut by Q1 2014, when inflation is seen to reach its 

all times low. In October, the Treasury plans to sell RON 4.5 bn. 

MM: The Central Bank cut the base rate by 25 bps to 4.25% (Page  9) 

The Central Bank cut the base rate by 25 bps, as expected, to its all times low at 

4.25%. The main driver was the downtrend of both headline and core inflation which are 

in line with the Central Bank’s expectations of inflation. According to the governor, the 

reason for which the pace of the cut was only 25 bp is that a downward pressure on 

deposit interest rates is not intended. Also, the CB appreciates that there is a significant 

room for banks to cut the interest rates for loans, as the current rates are lagging 

behind the dynamics of the base rate. The governor suggested that the base rate cut 

cycle will continue. 
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Macroeconomics: Private lending still in the negative territory (-2.6% YoY)
 

 

 Private lending is down 2.6% YoY in August and it has 

been in the negative territory for the entire year if we adjust 

for the exchange rate effect. There are only a few loan types 

that are still in demand: medium term corporate loans and 

mortgage loans for the retail segment.   

Corporations have been postponing investment decisions and 

this was reflected in demand for loans. While cutting interest 

rates is definitely helping loan demand, it is likely not 

enough if we look at the European experience, where 

despite low interest rates lending is still in the negative territory. 

Business confidence should improve significantly before we 

could see a healthy rise in corporate loans. Of retail loans, only 

mortgage loans registered an advance of 10.6% YoY in August 

and they rose at 9% YoY on average this year. Mortgages 

make up close to 40% of retail loans and their share is rising as 

consumer loans continue to post net outflows. 

 

 

 

  

  

 

By currency type, only corporate loans in RON are growing, 
but at a slower pace 

 
Source: NBR, OTP Research 

Private lending remains subdued (-2.6% YoY ) in 
August; only few loan types still sell 

 
Source: NBR, OTP Research 

Although the overall market is in decline, medium 
term corporate loans grow significantly  (10% YoY) 

 
Source: NBR, OTP Research 

In the retail segment, only mortgages (~40% of retail 
loans) are still increasing 

 
Source: NBR, OTP Research 
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Private deposits advanced at 5.1% YoY in August especially 

due to the corporate segment in RON (+4.5% YoY) while 

households’savings maintained a rather steady pace (+5.5% 

YoY). The most general tendencies that we notice are the 

slower pace of time deposits, which gained signficantly 

especially during the crisis. Concomitantly, the ON deposits are 

rising faster. Deposit interest rates are not as attractive as in the 

past, which diminishes the appetite for savings and stimulate 

the appetite for consumption and possibly investments. Another 

tendency is to switch to RON deposits, as fear of depreciation 

of the domestic currency diminished at the moment.

 

 

 

 

 

 

                

 

 

 

 Medium-term macroeconomic forecast 

 
Source: Eurostat, NBR, OTP Research 

The pace of RON savings is increasing while the 
opposite is true for FX deposits 

 
Source: NBR, OTP Research 
Note:* in euro equivalent 

Term deposits which grew steadily during the crisis are 
losing steam, while the ON deposits rise faster 

 
Source: NBR, OTP Research 
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FX markets: The IMF approved the 2Y standby agreement 
 
After Fed’s decision to postpone tapering attention remained on the US 

and the probability of the government shutdown which ultimately 

happened, for the first time in 17 years. These events had no immediate 

impact on the leu and its peers as all of them remained flat last week. The 

domestic stage had some mixed incoming data. The IMF approved a 2Y 

stand by agreement seen as precautionary by Romanian authorities, 

for an amount of  EUR 2bn. This amount comes with additional support of 

EUR 2 bn from the EU. While the Fund acknowledged once again the fiscal 

progress and the declining external imbalance, it also underlined that the 

fiscal reforms should not be reverted and also, that this agreement makes 

way to Romania’s exit from Fund’s assistance.  

 

Going back to the Fund’s observation that Romania should keep on track 

its fiscal reforms, the 8M cash deficit data painted a gray picture: the 

cash budget deficit rose to 1.3% from the previous 1% and the 

dynamics of revenues and expenditures is not flattering:  revenues rose by 

4.4% YoY while expenditures increased by 4.8% YoY. Current revenues 

are up by 5% YoY while current expenditures rose by 6.1% YoY. The  

pace of the value added and excise revenue is slowing down. EU funds 

absorbtion did not improve and on a 12M rolling basis the data shows a 

significant underealization compared to the revised budget. On the 

expenditures’side, compensation of public employees is higher  by 15% 

YoY but the pace is declining. Capital expenses are 9.7% YoY below last 

year’s figures, with a negative effect on GDP growth. All in all, the 12M 

rolling data shows a budget deficit of 2.5% compared to this year’s 

target of 2.3%. The fiscal progress made by Romania has been under the 

radar of foreign investors and it contributed to improving 

investors’sentiment towards Romanian assets. Failure to show persistence 

in the fiscal reforms could act negatively on investors’perception later on, 

especially since the attractivenes of local bonds is now limited. 

 

 

 

The leu reacted favorably to the approval of the standby agreement by 
the IMF 

 
Sources: Reuters, OTP Research 

Last data: 27.09.2013 

 
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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The 8M cash budget deficit rose to 1.3% from 1% the previous month 
The 12M rolling deficit is at 2.5%, higher than the targeted  2.3% 

 
Sources: The Ministry of Finance, OTP Research 
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Government securities: The Treasury plans to sell RON 
4.7 bn in Oct and between RON 4-4.5 bn in Nov-Dec 
 
 

The long end of the curve moved up last week and 5Y-10Y bond yields 

gained 4-18 bp. The Treasury sold the planned amount of 5Y and 10Y 

bonds, of RON 1.2 bn, but given the evolution on the secondary market, in 

the case of 10Y bonds the average accepted yield stood at 5.25%, which 

was 28 bps higher than the one at the similar tender in the beginning of 

August. The auction saw a good demand and bid to cover ratio stood at 

2.25X. The 5Y bonds were sold at an average accepted yield of 4.56%, 

which was in fact lower by 18 bp than the previous auction at the end of 

August. Demand, however, was not impressive, with a bid to cover of only 

1.4X. Looking ahead, we expect further downward yields correction in 

the next coming months considerring the prospects of lower money 

market rates. On Monday, the Central Bank cut the base rate by 25 bps, 

in line with market expectations, so no surprises are to be priced in. We 

expect another rate cut by Q1 2014, when inflation is seen to reach its 

all times low. 

 

In October, the Treasury plans to sell RON 4.7 bn in debt, out of which 

RON 3.5 bn in bonds. Also, the Treasury seeks to raise EUR 150 mn in 3Y 

bonds. According to Reuters, the Treasury’s chief declared that in 

November and December the targeted sales are between RON 4-4.5 

bn. 

 

 

Yield curve over the past weeks (Central Bank fixing) 

 
Source: NBR, OTP Research 

Last week’s auction results (RON  denominated) 

 
Source: NBR, OTP Research 

Last data: 27.09.2013 

 
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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T - bills auctions in October  (in RON) 

 
Sources: Ministry of Finance, OTP Research 

Bond auctions in October  (in RON) 

 
Sources: Ministry of Finance, OTP Research 

Note:*  Supplementary sessions of competitive offers 

Bond auctions in October  (in euro) 

 
Sources: Ministry of Finance, OTP Research 

 

5Y Auctions data  5Y Interest rates (RON) 

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

10Y Auctions data 10Y Interest rate (RON) 

  
Sources: NBR, OTP Research Sources: NBR, OTP Research 
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MM: The Central Bank cut the base rate by 25 bps to 4.25% 

 

The Central Bank cut the base rate by 25 bps, as expected, to its all 

times low at 4.25%. The driver was the downtrend of both headline and 

core inflation which are in line with the Central Bank’s expectations of 

inflation. The NBR sees the continuation of disinflation in the first part of 

2014, due to the good agricultural year, the reduction of VAT for bread and 

other bakery products but there are also factors standing in the way: the 

deleveraging of the banking system as banks repay loans to their parents 

and the volatility of investor risk appetite which translates into a weaker leu 

weighing on the inflation rate. According to the governor, the reason for 

which the pace of the cut was only 25 bp is fear of a downward pressure on 

deposit interest rates. Also, the CB appreciates that there is a significant 

room for banks to cut the interest rates for loans, as the current rates are 

lagging behind the dynamics of the base rate. The governor suggested 

that the base rate cycle will continue. 

 

Meanwhile, after nearly 2 months when the CB did not inject liquidity at the 

weekly repo auction, one bank asked for RON 303 mn on Monday. Interest 

rates started to rise after the period of reserves ended. We recall that in 

September net issuance of the Treasury was positive. In October, 6 bn 

RON in government debt come to maturity in the second part of the 

month (19
th

 October) and there is negative net issuance of government 

debt. 

 
 
Most important MM instruments’ evolution 

 
Sources: NBR, OTP Research 

 
 
 
  

Last data: 27.09.2013 

 
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 pas t 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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