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S&P could raise Romania’s rating to investment
grade in H2 2014

Macro: Leading indicators in October and November point to a good
Q4 in industry (Page 3)

The November survey on industrial and constructions activity published by the NBR
pointed to expectations of a moderate increase in industrial production, on a seasonally
adjusted basis, the same as in October. So far, leading indicators point to a positive
contribution of industry to Q4 GDP. What has driven the activity so far this year were
exports orders but in November, new orders slowed down. This is in line with the
weaker PMI data in the euro-zone as well, driven especially by France which is
Romania’s third export destination. In constructions, the seasonally adjusted balance
stepped into the positive territory after pointing to a decrease in October. Almost 2 thirds
of the respondents point to subdued demand in the construction field, more than in
October. Also, intercompany arrears seem to affect half of the respondents to the
survey. After inching up in Q3, constructions have started Q4 on the wrong foot.

FX markets: The EUR/RON hovers around 4.45 (Page 4-5)

The leu showed little volatility last week and the new data coming from the euro-zone
and the US showed that progress was being made in both economies. In the US, the
retail sales grew more than expected in October, unimpeded by the government
shutdown. The Fed’s minutes of the October 29-30 meeting revealed that the Fed was
expected to taper in the coming next couple of meetings. As net portfolio inflows to the
Romanian economy weakened throughout the year, the leu gave up some of the
previous gains and showed greater volatility when tapering talk first started, sending the
EUR/RON above 4.5 in June. Since September, when net monthly portolio inflows were
strong (EUR 1.3 bn), coming after few weak months with net outflows, the leu stabilized
around 4.45 and it has been hovering around this level. As portfolio net flows are not
expected to speed up and FDI remain low, the potential for a stronger leu is limited.

Government securities: Yields dropped 2-6 bps w/w; S&P raised

Romania’s outlook from stable to positive (Page 6-7)

As expected, yields edged down last week between 2 and 6 bps (except for 5Y bonds
which remained flat) as the market reassessed the date of the tapering and saw it
further than December 2013. The Treasury sold the planned RON 700 mn in 7Y bonds
at the average accepted yield of 5.04%, 7 bps lower than the previous similar tender in
Mid September. The improved market sentiment was also reflected in the higher
demand compared with the previousfew auctions. Considering that money market rates
are going to remain low in the short term (at least December) and that inflation rate has
yet to fall untill it reaches a minimum in Q1 2014, yields are likely to continue on a
downward path. Additionaly, the S&P raised its outlook on Romania from stable to
positive and said there were 1 in 3 chances that it could raise the sovereign rating in H2
2014, provided that fiscal consolidation continues, but also the public finance reform
and public restructuring.

MM: Good liquidity conditions likely to continue in December; the
government can run a 1.3% budget deficit in the last 2M (Page 8)
Money market rates continued to fall last week and ROBOR 3M dropped 9 bps on a
weekly basis, to 2.7%. ROBOR ON came again close to the inferior limit of the variation
band around the base rate (+/- 3 pp). In August, the net liquidity position of the banking
system returned to positive territory and consolidated afterwards in September (last
available data) due to Treasury’s operations. Rates are significantly below the base rate
of 4% and the current excess liquidity is likely to continue in December as well, given
the increased budget expenditure. The 10M cash budget deficit stood at 1.2% in GDP
which leaves the government with a space of 1.3% of GDP budget deficit to record in
the last two months of the year (cumulated), as the cash target is 2.5% this year.
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Macroeconomics: Leading indicators in October and November point to a good Q4 in industry

PERIOD INDICATOR FACT CONSENSUS PRIOR
18 Mov - 22 Nov no data
26 Mov Oct Mon -governmental loans (y-o-y, %) -3,3
26 MNov Oct Mon -governmental deposits (y-o-y, %) 5T
26 Mov Oct M3 aggregate (y-o-y, %) 4.8
28 Mov Oct Bulding permits (y-o-y, %) 6.4
29 Nov Oct ILO unemployment (seasonally adjusted, %) 7.5

The November survey on industrial and constructions activity published by the NBR pointed to expectations of a moderate
increase in industrial production, on a seasonally adjusted basis, the same as in October. So far, leading
indicators point to a positive contribution of industry to Q4 GDP. What has driven the activity so far this year were
exports orders but in November, new orders slowed down. This is in line with the weaker PMI data in the euro-zone as well,
driven especially by France which is Romania’s third export destination. In constructions, the seasonally adjusted
balance stepped into the positive territory after pointing to a decrease in October. Almost 2 thirds of the respondents
point to subdued demand in the construction field, more than in October. Also, intercompany arrears seem to affect half of
the respondents to the survey. After inching up in Q3, constructions have started Q4 on the wrong foot.

This week the banking statistics for October will be released.

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 25% 6.2% 9.5% -13.7% -0.3% 2.4% 1,3% 1,4%
Gross fixed capital formation 30.3% 15, 6% -28.1% -1.8% 7.3% 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% 7.8% 5.6% 6.1% 5.8% 3.3% 4,3% 2,9%
Budget Balance (GDP%, ESA 95) -2,9% -5.7% -9,0% 65,8% -5,6% -3.0% 2% 2,8%
Public debt (GDP %) 12.8% 13,4% 23 6% 30,5% 34, 7% 37.9% 38,5% 39,1%
CA balance (% GDP) -13.4% -11,6% -4.2% -4 4% -4 5% -4 4% 0,6% 1,5%
CA balance (bn EUR) -16.8 -16,2 49 55 59 5.8 0,9 2,2

Unemployment 6.4% 5.6% 6,9% 7.3% 7.4% 7.0% 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% -1,6% -3.7% -1,9% 1,2% 0,7% 1,9%
Key interest rate (avg.) T.5% 9.7% 9.1% 6.5% 6.2% 5.33% 4,50% 4,13%
Key interest rate (e.0.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 4,32 443 4,47 4,44

Source: Eurostat, NBR, OTP Research
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FX markets: The EUR/RON hovers around 4.45

Last data: 22.11.2013

The leu showed little volatility last week and the new data coming from Value Weekly chg. (%) YTD chg. (%)
the euro-zone and the US showed that progress was being made in EURRON 445 4 -0,06 4 006
both economies. In the US, the retail sales grew more than expected in USDRON 328 & 043 4 254
October, unimpeded by the government shutdown. The Fed’s minutes of CHFRON 362 4 034 4 167
the October 29-30 meeting revealed that the Fed was expected to ~ RONJFY 24§ 156 ¥ 1643
taper in the coming next couple of meetings. Data from Europe shows  RONPLN 1.06 4 033 4 268
that the euro-zone continues to recover, with Germany as its main pillar LRLLE TR Ul 0 el ¥ 235
and France being a weaker link. The euro-zone PMI data for November Rl FS Lol el ¥ 19
came at 51.5, slightly lower than expectations, due to the impact of French gg:g;g g;i t ;gj t 32;
PMI which pointed to a deterioration in business conditions (the PMI was RONBGN 2:2? 3 -U:Ud 4 U,,UB

below 50 which shows expansion). As net portfolio inflows to the Romanian
economy weakened throughout the year, the leu gave up some of the
previous gains and showed greater volatility when tapering talk first started,

Source: Reuters
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The leu shows little volatility
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As of September, foreigners hold EUR 6 bn in Romanian government
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Government securities: Yields dropped 2-6 bps w/w; S&P
Last data: 22.11.2013

. ., ..
raised Romania’s outlook from stable to positive
. Value (%) Weekly chg. (bp) YTD chg. (bp)
As expected, yields edged down last week between 2 and 6 bps &M 287 & I § 332
(except for 5Y bonds which remained flat) as the market reassessed the 12M ERI 12 5 4 316
date of the tapering and saw it further than December 2013. The Treasury  3Y a2 oo
5Y 462 f 0 Ja. -158

sold the planned RON 700 mn in 7Y bonds at the average accepted yield 10v 526 5 412

of 5.04%, 7 bps lower than the previous similar tender in Mid September.

The improved market sentiment was also reflected in the higher demand Value (bp) Weekly chg. (bp) YTD chg. (bp)
compared with the previousfew auctions. Total bids climbed to RON 1.3 GERROM 3Y i -3 4 223
Bn and bid to cover ratio stood comfortably at 1.9. Considering that ~ GERROMSY 397 4 0 v S

. . ) GERROM 10Y 38 & & § 139
money market rates are going to remain low in the short term (at least v £y 57 4 . + 53
December) and that inflation rate has yet to fall untill it reaches a minimum EY A0Y 4 & 6 4 46
in Q1 2014, yields are likely to continue on a downward path. IY-10¥ 121 3 41 f 99

FLY 3-5-10 8

Additionaly, the S&P raised its outlook on Romania from stable to

positive and said there were 1 in 3 chances that it could raise the Value (bp) Weekly chg. (bp) YTD chg. (bp)

) o } i e ) 3Y EURO 108 § 3 § 2T
sovereign rating in H2 2014, provided that fiscal consolidation continued, 5Y EURO 163 & 3 3 A
but also the public finance reform and public restructuring. The S&P is the Source: Reuters o
only rating agency that still places Romania below investment grade. They Central bank benchmark fixing yields (%)

affirmed Romania’s ‘BB+/B' long- and short-term foreign and local currency
sovereign credit ratings on the basis of the adjustment to external demand,

fiscal consolidation and financial stability. &
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Bond auctions in November (in RON)

RO1323088018 0411 2013| 05112013 |05.11.2013 | 2504 2023

ROO7470EN038 | 25112013 2
Sources: Ministry of Finance, OTP Research
Note:* Supplementary sessions of competitive offers

7Y Auctions data
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= Offered amount (RON mn)
—-Bid-to-cover ratio (r.h.s)

Sources: NBR, OTP Research
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7Y Interest rates (RON)
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MM: Good liquidity conditions likely to continue in

WEEKLY REPORT — ROMANIA

December; the government can run a 1.3% budget deficit

in the last 2M

Money market rates continued to fall last week and ROBOR 3M dropped 9
bps on a weekly basis, to 2.7%. ROBOR ON came again close to the inferior
limit of the variation band around the base rate (+/- 3 pp). In August, the net
liquidity position of the banking system returned to positive territory and
consolidated afterwards in September (last available data) due to Treasury’s
operations. Rates are significantly below the base rate of 4% and the current
excess liquidity is likely to continue in December as well, given the increased
budget expenditure. The 10M cash budget deficit stood at 1.2% in GDP
which leaves the government with a space of 1.3% of GDP budget
deficit to record in the last two months of the year (cumulated), as the

cash target is 2.5% this year.

Most important MM instruments’ evolution
~——~ROBORON —HOBOR 3M ——key rate -

3,25

2,25

125

0,25

Mt sttt - N ~N NNNNNSNSNNMMM Mmmm

v#vvvvvvvvvvv?;?vvvvvvv#vvv?vvv

8 ES ®way a ESway 8 £3

5P85E53 738338855553 738885¢855353
Sources: NBR, OTP Research

- =30 per. Mov. Avg. (ROBOR ON)
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Last data: 22.11.2013

MID INTEREST RATES

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

repo rate 4,00 =3 4 125
ROBOR ON 1,16 4 6 §  -h22
ROBOR 3M 2,70 4 -9 § 333
ROBOR 6M 3,18 4 -8 4 310
ROBOR 9M 3,29 4 3 § 299
ROBOR 1Y 3,38 4 -1 ¥ -293
. RrPO______

Value mnronwy Wiy chg. marony YTD chg. jmn ron
repo amount - - - 39953

INTERBANK DEPOSITS

Value mrowy Wiy chg. jmnrowy YTD chg. jmn row
outstanding 27841 -293.3 -117.3
| upswapPONTS

Value (bp) Weekly chg. (bp) YTD chg. (bp)
USDRON 1W 7 1 B 3 -17
USDRON 1M 35 4 -1 ¥ -115
USDRON 3M 142 4 -21 4 104
EURRON 1W 9 4@ 2 3 -31
EURRON 1M 50 4 -16 4 -96
EURRON 3M 245 3 -15 4 -266
| MIDEURBASISSWAPS
Value (bp) Weekly chg. (bp) YTD chg. (bp)

EURRON 1Y -80 = @+ 75
EURRON 3Y -70 = b 85
EURRON &Y -70 = ki 80

Source: Reuters
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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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