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The Central Bank is in easing mode

Macro: The ILO unemployment rate remained unchanged in
September (7.5%) (Page 3)

The unemployment rate remained unchanged during the past 4 months, at 7.5%
(September). The rate is above the long term average of 7% and significantly higher
than the one recorded during the boom years of 2005-2008, of 6.5%. The number of
unemployed stood at 747 thousand (seasonally adjusted), 8% higher on annual basis.
Even in the eurozone, where the unemployment rate is 12.2% compared to the wider
EU region where the rate stands at 11%, there has been a stagnation in September.
Considering the expected uptrend in economic activity, in Romania and especially in the
eurozone in 2014 (1% compared to -0.4% YoY in 2013, October Reuters poll), the
unemployment rate is expected to ease in the following quarters.

FX markets: The budget deficit was revised upwards for the second
time this year (Page 4)

The EUR/RON ended the week around 4.44, with no major move. Domestic events did
not have an impact for the moment. The second budget revision was operated last
week and the cash budgetd eficit was raised to 2.5% form 2.3%, in line with what the
12M rolling deficit was pointing in September and August. According to the Fiscal
Council missing this year's ESA budget deficit target of 2.4% looks inevitable at the
moment but the real stake here is not to enter the excessive deficit procedure (EDP)
again, which requires the ESA budget deficit to remain bellow 3%. Entering the EDP in
2014 would be a factor not priced in at the moment. For the moment, what is dictating
the path of the leu and its peers are the macroeconomic data coming out from US and
Europe, even if the impact is currently soft. The lack of dovish comments at last week’s
Fed policy meeting strenghtened the dollar against the euro by more than 2% in a week
and reminded again that the moment when the Fed will start tapering was approaching,
with negative effects on emerging market currencies. For the moment, we expect to see
moderate reaction of the leu.

Government securities: The Treasury plans to sell RON 4.4 bn in

bonds in November, double the redemptions (Page 5 - 6)

The Treasury sold another RON 500 mn in 5Y bonds at an average accepted yield of
4.45%, lower by 11 bps than the one at the similar previous tender in the end of
September. In total, it sold RON 5.2 bn in October and it plans another RON 4.4 bn for
November. The whole amount to be tapped in November is allocated only to bonds,
with maturity if 3Y, 5Y, 7Y and 10Y. Redemptions are RON 2.1 bn so we will see a net
positive issuance but we do not expect pressure on yields due to the size of the planned
sales, considering the existing buffer and that liquidity conditions are also seen to be
relaxed in the rest of the year. Additionally, the Central Bank will likely cut the base rate
by 25 bps to 4%, continuing its base rate cut cycle. Given inflation expectations and
outlook for next year, this will likely not be the last cut we will see in the short term.
Inflation is seen to reach its low in Q1 2014. Soon we will see the updated Inflation
Report of the Central Bank, with the updated forecast that will incorporate the effect of
VAT cut for bread as well.

MM: The Central Bank expected to cut the base rate to 4% (Page 7)
Money market rates dropped 17 to 78 bps in a week as liquidity continues to be
abundant. Liquidity is very likely helped by Treasury’s operations. The budget deficit
was 1.3% in September and it will almost double by the end of the year, the target
agreed with the IMF being 2.5% (on a cash basis). To this, we add also the signal to be
sent by the Central Bank on 5th of November, when it is expected to cut the base rate
to 4% as disinflation is strong. With RON lending stepping up while the FX lending is
still losing ground, the transmission mechanism is improving. In September, the
average interest rate for new loans granted in RON fell 81 bps in the case of
households (to 10.26%) and by 84 bps for loans granted to companies (to 7.9%).
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Macroeconomics: The ILO unemployment rate remained unchanged in September (7.5%)

PERIOD INDICATOR FACT CONSENSUS PRIOR

28 Oct Sep Bulding permits (y-o-y, %) 5.4 4.0
31 Oct Sep ILO unemployment (seasonally adjusted, %) 7.5 7.5
01 Mov Oct FX reserves (bn EUR) 3.6 33.1
04 MNov Sep Producer Price Index (y-o-y, %) 0.3 0.6
04 Mov Sep Retail trade turnover index (y-o-y, %) 1.1 -1.2
05 Mov Sep Met wage growth rate { y-o-y, %) 46
07 MNov Sep Industrial trade turnover index (y-o-y, %) 0.5
07 MNov Sep Index value of new orders in manufacturing (y-o-y, %) 6,1
08 Mov Sep Construction works index (y-o-y, %)

08 Mov Sep Industrial Production Index (y-o-y, %) 43

The unemployment rate remained unchanged during the past 4 =~ The unemployment rate remained unchanged in the
months, at 7.5% (September). The rate is above the long term | last 4M, to 7.5% (September)

average of 7% and significantly higher than the one recorded | ** | s

during the boom years of 2005-2008, of 6.5%. The number of 12

unemployed stood at 747 thousand (seasonally adjusted), 8% =

higher on annual basis. Even in the eurozone, where the 10

unemployment rate is 12.2% compared to the wider EU region 9 el

where the rate stands at 11%, there has been a stangnation in I

September. Considering the expected uptrend in economic 7 \'L./ At e !
activity, in Romania and especially in the eurozone in 2014 (1% 6 ‘ H 1 YN { '
compared to -0.4% YoY in 2013, October Reuters poll), the 5 ' 6\ " Q’ 5 - 0 5 500
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Source: Eurostat, OTP Research

Medium-term macroeconomic forecast

Real GDP 6,3% 7.3% -6,6% -1.1% 2.2% 0.7% 2,0% 2.2%
Households consumption expenditure 12.0% 9.0% -10.4% -0.2% 1,2% 1.0% 0,7% 2,3%
Government consumption 258% 6.2% 9.5% -13.7% -0.3% 24% 1,3% 1,4%
Gross fixed capital formation 30.3% 15,6% -28.1% -1.8% T,3% 4 9% -2,3% 4,5%
Exports 7.8% 8.3% -6.4% 13.2% 10,3% -3.0% 5,4% 5,9%
Imports 27.3% 7.,9% -20.5% 11,1% 10,0% -0,9% 1,4% 6,9%
Consumer prices (avg.) 4 8% 7.68% 5.6% 6.1% 5.8% 3.3% 4,3% 2,9%
Budget Balance (GDP%., ESA 95) -2,9% -6.7% -9.0% -6,8% -5,6% -2.,9% -2,9% -2,8%
Public debt (GDP %) 12,8% 13.4% 23,6% 30,5% 34.7% 37.8% 38,5% 39,1%
CA balance (% GDP) -13.4% -11.6% -4.2% -4.4% -4.5% -4.0% -0,6% -1,5%
CA balance (bn EUR) -16.8 -16.2 4.9 -5.5 5.9 -6.3 0,9 2,2

Unemployment 6,4% 5,8% 6,9% 7.3% 7.4% T 1% 7,5% 7,5%
MNominal wage growth 21.8% 26,1% 4.8% 3.1% 4.1% 4.6% 5,0% 4,9%
Real wage growth 14.7% 16.5% -1.5% -3.7% -1,9% 1.2% 0,7% 1.9%
Key interest rate (avg.) T7.5% 9.7% 9.1% 6.5% 6,2% 5.,33% 4,50% 4,13%
Key interest rate (e.o_p.) T.5% 10,3% 8.0% 6.3% 6.0% 5.25% 4,25% 4,00%
EUR/RON (avg.) 3,34 3,68 4.24 4.21 4.24 4.46 4,42 4,46

EUR/RON (e.o.p.) 3,61 3,99 4.23 4,28 4,32 4,43 4,47 4,44

Source: Eurostat, NBR, OTP Research
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FX markets: The budget deficit was revised upwards for
the second time this year

The EUR/RON ended the week around 4.44, with no major move.
Domestic events did not have an impact for the moment. The second
budget revision was operated last week and the cash budgetd eficit
was raised to 2.5% form 2.3%, in line with what the 12M rolling deficit
was pointing in September and August. According to the Fiscal Council,
missing this year's ESA budget deficit target of 2.4% looks inevitable at the
moment but the real stake here is not to enter the excessive deficit
procedure (EDP) again, which requires the ESA budget deficit to remain
bellow 3%. Aside from the existing risks that weigh on the leu next year,
tied to potential of capital outflows as investors reconsider risk/reward
prospects in the global context, plus additional worries related to elections,
entering the EDP in 2014 would be a factor not priced in at the
moment.

For the moment, what is dictating the path of the leu and its peers are
the macroeconomic data coming out from US and Europe, even if the
impact is currently soft. At last week’s Fed policy meeting, the Fed did
not send any dovish signals and said it was waiting for more proof that the
economy was strenghtening before action will be taken regarding asset
purchases. The lack of dovish comments strenghtened the dollar against
the euro by more than 2% in a week and reminded again that the moment
when the Fed will start tapering was approaching, with negative effects on
emerging market currencies. For the moment, we expect to see
moderate reaction of the leu.
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Last data: 1.11.2013

Value Weekly chg. (%) YTD chg. (%)
EURRON 444 & 01 4 -0,09
USDRON 3.29 4 2,29 4 225
CHFRON 3.61 4 0,03 4 1,94
RONJPY 333 @ 0,97 4 14,05
RONPLN 1,06 & -042 4 -285
100HUFRON 143 § 175 4 -230
RONCZK 017 & -0.70 4317
RONRUB 010 4 0,26 4 799
RONRSD 0,04 &4 -0M 4+ -156
RONBGN 2271 & 005 4 -0,08

Source: Reuters

Major RON FX rates (03.01.2011=100)
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Government securities: The Treasury plans to sell RON

H H H Last data: 1.11.2013
4.4 bn in bonds in November, double the redemptions
Value (%) Weekly chg. (bp) YTD chg. (bp)
BM 287 & = & 33
The Treasury sold another RON 500 mn in 5Y bonds at an average 12M 299 @& -6 4 318
accepted vyield of 4.45%, lower by 11 bps than the one at the similar ¥ 38§ 2 v
5Y 4,40 1 2 3 181

previous tender in the end of September. Bid to cover stood at 2.3X and 1oy 5,08 ; 431

demand was good at RON 1.2 bn. In total, it sold RON 5.2 bn in October

and it plans another RON 4.4 bn for November. The whole amount to be Value (bp) Weekly chg. (bp) YTD chg. (bp)

tapped in November is allocated only to bonds, with maturity if 3Y, GERROM 3Y k3 & -2 § 249
5Y, 7Y and 10Y. Redemptions are RON 2.1 bn so we will see a net ~ GERROMSY 362 4 2 oot

- . . GERROM 10Y 332 4 7 4 162
positive issuance but we do not expect pressure on yields due to the size E— 5 4 5 & 48
of the planned sales, considering the existing buffer and that liquidity 5Y 10Y 68 4 4 4 50
conditions are also seen to be relaxed in the rest of the year. Additionally, 3Y-10¥ 119 1 8 f 98
the Central Bank will likely cut the base rate by 25 bps to 4%, FLY 3-5-10 0

continuing its base rate cut cycle. Given inflation expectations and outlook CDS "“D SR

. . Value (bp) Weekly chg. (bp) YTD chg. (b
for next year, this will likely not be the last cut we will see in the short term. e e

. . . . . 3Y EURO 112 4 3 § 24
Inflation is seen to reach its low in Q1 2014. Soon we will see the updated 5Y EURO 166 4 3 3 28
Inflation Report of the Central Bank, with the updated forecast that will Source: Reuters S
incorporate the effect of VAT cut for bread as well. Central bank benchmark fixing yields (%)
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Bond auctions in November (in RON)

RO1323088018 0411 2013| 05112013 |05.11.2013 | 2504 2023

15112013

Note:* Supplementary sessions of competitive offers

5Y Auctions data
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MM: The Central Bank expected to cut the base rate to 4%

WEEKLY REPORT — ROMANIA

Last data: 1.11.2013

MID INTEREST RATES

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

Money market rates dropped 17 to 78 bps in a week as liquidity continues
to be abundant. Liquidity is very
operations. The budget deficit was 1.3% in September and it will almost
double by the end of the year, the target agreed with the IMF being 2.5%
(on a cash basis). To this, we add also the signal to be sent by the Central
Bank on 5" of November, when it is expected to cut the base rate by
another 25 bps to 4% as disinflation is strong.

With RON lending stepping up while the FX lending is still losing
ground, the transmission mechanism is improving. Since December
2012, the weight of LCY denominated loans in private loans increased from
36% November 2011 (when NBR introduced a new rule limiting households

repo rate 4,25 =3 4 100
likely helped by Treasury’s ROBORON 168 & 78 § 470
ROBOR 3M 271§ 28 § 332
ROBOR 6M 3,28 4 -23 4 -300
ROBOR 9M 341§ i § 287
ROBOR 1Y 3,43 4 -20 $ 288
. RPO____
Value mnrowy Wiy chg. mnrowy YTD chg. jmnrow
repo amount - - - 39953
INTERBANK DEPOSITS
Value mrowy Wiy chg. jmnrowy YTD chg. jmn row
outstanding 3.802.9 -674.6 901.5

MID SWAP POINTS

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

USDRON 1W 9 3 g § 16
lending in FX) to 38% in September 2013 and this is likely to continue, USDRON 1M Y 1 § o3
considering the direction in which NBR regulation is going (in December USDRON 3M w4 10 + 8
. . . . . EURRON 1W/ 13 3 S § A
2012 NBR |ssugd a regulat.lon regarding the FX lending to compa.lnles, Sy o + 3% M
according to which companies should demonstrate a strong capacity t0 eyrron 3M 206 & 53 3 304
reimburse FX loans, even in case of severe depreciation of the domestic MID EUR BASIS SWAPS
currency). In September, the average interest rate for new loans granted CURRON 1 "*"”;U{bm E“;"&ek'i‘c“g-{bp‘ f"’TD C;‘;'-{bp}
) . 0 4
in RON fell 81 bps in the cgse of households (to 10.26%) anq by 84 bps s 0 o P
for loans granted to companies (to 7.9%). In the case of deposits, volatility eurron sy 0 > 4+ a0
was much lower, of around 20-25 bps: households new deposits rates stood Source: Reuters
at 4.4% while companies received 3.13%.
. . . Repo operations since 2012
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New deposit interest rate for households dropped 124 bps New loans interest rate for households dropped 217 bps

during the first 9M, until 4.4% during the first 9M, until 10.26%
10,0 10,0
r 13,0
8,0 9,0
8,0 8,0 r 110
7,0 7,0 - 9,0
6,0 6,0
- 7,0
5,0 5,0
- 50
4.0 4.0
T Y 0 +—7——>m—F—r—rrr—"——"—"—+—"—r 30
3 2223232222333y nana g2 2 g2 g g8 g4 4d4g 243 2 2
W om o o m M e o wm W DD o wmwmw o oT LI = ~ " N o BT~ = N o R BT~ N~ SO o R S T~ M
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= ew deposit rates for households (interest rates %) == New household loans (interest rates,)
—ROBOR 3M (3) === N ew loans for corporations (interest rates,%)
= @ deposit rates for corporations (interest rate,%) = ROBOR 3M (%)
Sources: NBR, OTP Research Sources: NBR, OTP Research

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 consequ ential 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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