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The macro data released in August reinforce the
growth prospects in Q3

Macro: Constructions and retail sales likely increased in Q3, based
on July and August data (Page 3- 5)

In August, constructions continued to increase by 7.7%, driven again by an
extraordinary hike of the residential segment (+47.8% YoY) and civil engineering as well
(+9% YoY). Overall performance in Q3 shows that constructions will likely add to the
annual and quarterly GDP growth, unlike in Q2. Despite the jumps we see in residential
buildings activity, the building permits data (6M rolling average) shows that the recovery
is very slow and that this number is still falling, albeit at a softer pace. Industrial sales
and new orders inched up as well in August. In both cases, the biggest advance is
seen by the capital goods industry which could be a sign that companies are making
investment decisions. This, however, would be an important development considering
that in Q2, GDP data showed a strong decline in fixed investment. Q3 retail sales are up
by 2.3% QoQ (based on monthly average data). This could be an indicator that
households consumption has picked up in Q3, compared to a mere 0.3% QoQ in Q2.
FX markets: The IMF warns of next year’s risks (Page 6)

Events playing on the international scene were mixed in the past week and the leu
reacted moderately. In the US, the government shut down partially. On top of this, if the
debt ceiling is not raised until mid October, the US will default on its debt, according to
US government officials. On the other hand in Europe, more reinforcement came from
the ECB regarding efforts to maintain low money market rates, as the economic growth
is weak in the eurozone and unemployment is at high level. While these events did not
cause a large volatility to the exchange rate and assuming that raising the US borrowing
limit will happen in due time, the next moment to mark in the calendar is December,
when the Fed could announce the beginning of tapering. In addition to the short term
risks, the IMF also warns in its latest country report about the risks surrounding the
currency next year. First, the tighter monetary policy in developed markets could
generate capital account outflows as risk and reward are being reassessed. Second,
political uncertainty that surrounds the presidential elections in 2014 could bite into
investor and consumer sentiment and therefore weigh on the leu.

Government securities: The Treasury sold more than the planned

amount so far (Page 7 - 8)

The results obtained at the auctions organized by the MoF in October were mixed: the
auction for 5Y bonds (average remaining maturity of 46M) and 12M T bills had a healthy
demand and yields edged lower than the ones at the previous tenders for similar
maturities. Demand for 10Y bonds was less impressive and the average accepted yield
edged higher compared to previous tender. The trend was in line with the secondary
market where the yield curve steepened. The short end edged lower as money market
rates continue to ease.At the moment, inflation is expected to fall as low as 2.6% YoY in
September (Reuters poll) from 3.7% YoY in July and disinflation process is seen to
continue untill Q1 2014. Currently, the Treasury covered more than 3 quarters of gross
financial needs, according to our calculations and it also stands on a buffer greater than
4M which is the targeted figure, agreed with the IMF. In the coming months, we expect
yields to ease further, in absence of shocks coming from the international markets.
MM: Money market rates continue to ease (Page 9-10)

September data showed that deposits to the ON facility offered by the Central Bank
mounted to RON 1.8 bn/ day compared to RON 1.5 bn in August. Also, the daily
average of the repo stock was insignificant, at RON 10 mn/day. Since the beginning of
the year, ROBOR 3M came down by 287 bps, almost three times more than the
adjustment of the base rate. Inflation is expected to fall below 2% in Q1 2014, making
room for monetary policy easing.
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Macroeconomics: Constructions and retail sales likely increased in Q3, based on July and
August data

PERICD INDICATOR FACT CONSENSUS PRIOR
30 Sep Sep Base rate decision (%) 4,25 4,25 445
30 Sep Aug Bulding permits (y-o-y, %) 4.0 6,7
01 Oct Aug ILO unemployment (seasonally adjusted, %) 7.5 7.5
01 Oct Sep FX reserves (bn EUR) 331 32,2
02 Oct Aug Retail trade turnover index (y-o-y, %) 14 1.2
02 Oct Aug Producer Price Index (y-o-y, %) 0.6 1.6
07 Oct Aug Met wage growth rate { y-o-y, %) 4.6 51
07 Oct Aug Industrial trade turnover index (y-o-y, %) 0.5 8,8
07 Oct Aug Index value of new orders in manufacturing (y-o-y, %) 6,1 94
08 Oct Aug Construction works index (y-o-y, %) T.7 15,8
10 Oct Aug Exports (y-o0-y, %) 18,1
10 Oct Aug Imports (y-o-y,%) 11,3

Retail trade fell by 1.4% YoY in August, especially due to the ' Retail trade is still lower on an annual basis, but
fuels sales (-6.9% YoY) but food sales were down as well monthly dynamics show improvement in Q3

(-2.7% YoY). However, the 3M rolling data shows that fuels P
sales, which seem to be the most cyclical, seemed to have
changed the trend and saw a turning point in May. Also, on a
monthly basis, the seasonally adjusted data indicates that Q3
sales are up by 2.3% QoQ (based on monthly average
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data). This could be an indicator that households o

consumption has picked up in Q3, compared to a mere 0.3% 10 ¢

QoQ in Q2. Behind these figures we look at continued T A e T e D P A P TR 2 T e g
disinflation process and relatively stable exchange rate which 2iviizeiiieiiskibbeiiiuiag
improved consumers’ confidence. Also, hoUSEhOIdS AlMCANY | —auiu sae (541 movine sverome. 407) o Foch sate 1948 o average, o)
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areas the income from agriculture and the equivalent value of = gg;ce: NBR, OTP Research

consumption of agro-food products from own resources | |pdustrial sales and new orders continued to advance
amounted to 40% in 2012. Countrywide, these income | jn August

categories totalled one fifth of total income/ person according to 0 -

the Family Budget Survey. a0
Industrial sales and new orders were up by 0.5% YoY and 22
6% YoY in August. In both cases, the biggest advance is 10 |-
seen by the capital goods industry which could be a sign that 0
companies are making investment decisions. This, however, :g
would be an important development considering that in Q2, 30 J

GDP data showed a strong decline in fixed investment. For
September, the NBR survey indicates a further uptake on

new industrial orders and external demand is also =—New industrial orders (3M moving average, YoY)
im proved . = ndustrial sales (3M moving average YoY)

Source: NIS, OTP Research
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In August, constructions activity continued to increase by
7.7%, supported again by an extraordinary advance of the
residential segment (+47.8% YoY) and civil engineering as
well (+9% YoY). The non resdential segment (which includes
contructions of offices and factories) declined by 8.9% YoY. The
3M moving average data points to a clear uptake in Q2 and
expectations for September are also positive. Despite the
jumps we see in residential buildings activity, the building
permits data (6M rolling average) shows that the recovery
is very slow and that this number is still falling annualy, albeit
at a softer pace. In what regards prices, appartment prices
continued to decline (-1% YoY) in Q1 2013 (the latest
available data).

The unemployment rate remained unchanged for the past 3
months, at 7.5% in August and it is at the highest level seen in
the last two years. The number of the unemployed is estimated
at 744 thousand, which is 0.7% more than in July and 7.4%
more than last year.
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Construction activity rose by 7.7% in August driven by
the residential and civil engineering segments

I Total (3M moving avg., Yoy %)
=== gn residential buildings (3M moving avg., Yo %)
= Civil engineering (3M moving avg., YoY %)

= Recidential buildings (3M moving avg., Yo, %)

Source: NIS, OTP Research

Residential building permits are still falling annually

residential building permits growth rate {YoY)

— & per. Maov. Avg. (residential building permits growth rate (YoY))

Source: NIS, OTP Research

The unemployment rate did not increase in August
(7.5%)
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Medium-term macroeconomic forecast *

Real GDP 6.3% 7.3% -6.6% 1.1% 22% 0.7% 2,0% 2,3%
Households consumption expenditure 12,0% 9.0% -104% 0,2% 1.2% 1.0% 1.0% 3.0%
Government consumption 25% 6.2% 9.5% -13.7% 0.3% 24% 1,1% 1,6%
Gross fixed capital formation 30,3% 15.6% -28,1% -1.8% 7.3% 4.9% 1.0% 75%
Exports 7.8% 8.3% 6,4% 13.2% 10,3% -3.0% 6.4% 3.7%
Imports 27.3% 7.9% -20.5% 11.1% 10.0% 0.9% 14% 4,9%
Consumer pnces (avg.) 48% 7.8% 5.6% 61% 58% 33% 4.3% 2,9%
Budget Balance (GDP%, ESA 95) -2.9% 5.7% -9.0% 6.8% 5.6% -2.9% -2,9% -2,9%
Public debt (GDP %) 12.8% 13.4% 23.6% 30.5% 34.7% 37.8% 38.4% 38,8%
CA balance (% GDP) -13.4% -11,6% -42% 4 4% 4.5% 4.0% A41% 1.9%
CA balance (bn EUR) -16,8 -16,2 49 55 59 5.3 1.6 2,9

Unemployment 64% 5.8% 6.9% 7.3% 7.4% 71% 7.3% 71%
Nominal wage growth 21.8% 26.1% 4.8% 3.1% 41% 46% 5.0% 5,0%
Real wage growth 14.7% 16.5% -1.5% 3.7% -1.9% 1.2% 0,7% 2,0%
Key interest rate (avg.) 75% 9.7% 9,1% 6.5% 6.2% 533% 4,83% 4,00%
Key interest rate (e.0.p.) 7.5% 10.3% 8.0% 6.3% 6,0% 5.25% 4,25% 4,00%
EUR/RON (avg.) 334 3.68 424 a1 424 446 441 438

EUR/RON (e.0.p.) 3.61 3.99 4,23 4,28 432 443 4,41 4,34

Source: Eurostat, NBR, OTP Research
Note: * under revision
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FX markets: The IMF warns of next year’s risks

Events playing on the international scene were mixed in the past
week and the leu reacted moderately. In the US, the government
shut down partially. On top of this, if the debt ceiling is not raised until
mid October, the US will default on its debt, according to US government
officials. On the other hand in Europe, more reinforcement came from
the ECB regarding efforts to maintain low money market rates, as
the economic growth is weak in the eurozone and unemployment is at
high levels. Mr. Mario Draghi commented in the press conference
following the rate set meeting that ECB was ready to consider all
measures in order to prevent money market rates for climbing: he
specifically added that another long term refinancing operation (LTRO)
could be also used to keep money market rates in check. The
announcement sent the euro to 8M high against the dollar. While these
events did not cause a large volatility to the leu and assuming that raising
the US borrowing limit will happen in due time, the next moment to
mark in the calendar is December, when the Fed could announce
the beginning of tapering.

In addition to the short term risks, the IMF also warns in its latest
country report about the risks surrounding the currency next year:

e the tighter monetary policy in developed markets could
generate capital account outflows in Romania, as risk and
reward are being reassessed

e political uncertainty that surrounds the presidential
elections in 2014 could bite into investor and consumer
sentiment.

As a possible counter measure, the Central Bank could tighten liquidity
conditions, given that the base rate is at an historical low. The general
assesment of the economy is moderately positive: GDP is expected to
increase by 2% in 2013 and 2.2% in 2014, the Fund mentioning that
domestic demand may be supported by better absorbtion of EU
funds and nominal credit growth. However, these two drivers have
lacked so far this year. Under the current stand by agreement, Romania
has requested EUR 2 bn from the IMF and EUR 2 bn from the EU while
EUR 1 bn is available from the World Bank. The first review will be
made on 20 December. The IMF has also released its world economic
outlook yesterday where it cut the growth prospects of the global
economy to 3.6% next year, due to a reassesment of emerging market
dynamics. In the eurozone, growth is expected to reach 1% next year,
compared to a contraction in 2013.

Last data: 08.10.2013

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

EURRON 444 & 009 4 -0,05
USDRON 327 4 048 4 -2.86
CHFROM 362 &4 025 4 -1.61
ROMNJPY 337 4 0.67 4 13,00
ROMNPLN 1,06 4 0,38 4 277
100HUFROM 1,50 4 -0.11 4 -160
RONCZK 017 4 0.35 4 1.8
RONRUB 010 &  -0.98 4 -842
ROMNRSD 0,04 4 0,11 4 170
RONBGN 2271 & 013 4 -0,08

Source: Reuters
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Government securities: The Treasury sold more than the
planned amount so far

The results obtained at the auctions organized in October were
mixed: the 5Y bonds (average remaining maturity of 46M) had an
average accepted yield of 4.37%, while 3Y bonds were sold in the
beginning of September at 4.63%. Demand was good and total bids stood
at RON 1.6 bn. The Treasury sold double the planned amount of RON
500 mn. At the auction for 10Y bonds, the average accepted yield was
5.29%, 4bps higher than the one at the previous tender at the end of
September. Meanwhile, on the secondary market yields moved up at
the long end of the curve, up to 7 bps on a weekly basis so market
conditions were not optimal. The yield curve steepened from the beginning
of the year as well, and the 3Y-10Y spread rose by 80 bps year to date. At
the auction held this week, for 12M T-bhills, the yield was 3.52%, 36 bps
lower than in Mid September. We notice that the short end of the curve is
moving lower due to good liquidity on the money markets.

At the moment, inflation is expected to fall as low as 2.6% YoY in
September (Reuters poll) from 3.7% YoY in July and disinflation process
is seen to continue untill Q1 2014. Currently, the Treasury covered
more than 3 quarters of gross financial needs, according to our
calculations and it also stands on a buffer greater than 4M which is the
targeted figure, agreed with the IMF. In the coming months, we expect
yields to ease further, in absence of shocks coming from the international
markets.

Last week’s auction results (RON denominated)

Offered amount (RON mn)
total bids (RON mn)
accepted amount (RON mn)
average accepted yield (%)
coupon

Source: NBR, OTP Research
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Last data: 08.10.2013

|________RON GOVERNMENT SECURITIES |
Value (%) Weekly chg. (bp) YTD chg. (bp)
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T - bills auctions in October (in RON)
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Bond auctions in October (in euro)
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MM: Money market rates continue to ease
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Last data: 8.10.2013

MID INTEREST RATES

. - Value (%) Weekly chg. (bp) YTD chg. (bp)
September data showed that deposits to the ON facility offered by the

repo rate 4,25 =3 4 100

Central Bank mounted to RON 1.8 bn/ day compared to RON 1.5 bn in  ROBOR oM 260 & 4D § 378

August. Also, the daily average of the repo stock was insignificant, at ROBOR3M S vl

. L . ROBOR 6M 3711 & 3 § 287

RON 10 mn/day. These r|ch_ liquidity condltlons_ brought dqwn the |oonor aw 36 @ - i =

average ROBOR 3M to 3.65% in September, an all times low. Since the Rrogor 1y 379 & 4 252
beginning of the year, ROBOR 3M came down by 287 bps, almost three
times more than the adjustment of the base rate. Inflation is expected to , Value maron W'ch'ugz‘é“““""' YD “3"39;"';“““'
fall below 2% in Q1 2014, making room for monetary policy easing.
Value mrowy Wiy chg. jmnrowy YTD chg. jmn row

According to the latest data (August), RON interest rates for new household  outstanding  4.070.4 6201 1169.0

MID SWAP POINTS

term deposits dropped to 4.6% YoY in August, which is more than 100 bps
decline compared to December 2012. New loan interest rates for households
adjusted even more, by 136 bps in the same period but retail lending is still
in the negative territory. Mortgage loan interest rates stood at 6.9% in August
while the overdraft rate was 12.6%.

Most important MM instruments’ evolution

~ROBORON ~——ROBOR3M - keyrate ---30 per. Mov. Avg. (ROBOR ON)

7,25 7,25
6,25 6,25
5,25 5,25
4,25 4,25
325 { |/ 3,25
2,25 2,25
1,25 1,25

Deposits at the ON facility offered by NBR rose again in Q3 while liquidity
injection at the weekly repo almost disappeared since mid-August
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Value (bp) Weekly chg. (bp) YTD chg. (bp)
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Households interest rates for new term deposits (RON)
fell by more than 100 bps versus Dec 2012, to 4.6% (Aug)
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Sources: NBR, OTP Research
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New loans interest rates (RON) for households fell by 136
bps against Dec; the cheapest are mortgage loans (6.9%)

T — 3.0
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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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