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The Treasury sells USD 2 bn, including a record
Issue of 30Y bonds

Macroeconomics: Inflation fell to 1.5% YoY (Dec); constructions
dropped 7.4% YoY (Nov) after a few good months; industrial

production appears still strong in Q4 (Page 3 -5)

Disinflation continued in December, as headline inflation fell to 1.5% YoY from 1.8%
YoY in November. Food goods deflation was the same (-1.8% YoY), non food goods
prices where characterized by disinflation (+3.6% YoY) while services’ inflation mounted
(+3.4% YoY). Inflation is expected to drop to its all times low in H1 2014, of 1% YoY and
pick up to around 3% YoY untill the end of 2014. Constructions took a dive in November
(-7.4% YoY), after having advanced at an average of 8.3% YoY during July — October.
The buildings’ segment was responsible for the drop. Industrial production was strong in
November, climbing some 9% YoY. So far Q4 was strong and expectations for
December are not much deteriorated. We expect industry to continue to perform well in
2014 and to rely more on internal demand as well. The gross wage grew by 4.8% YoY
in November. More importantly, the real wage also climbed significantly, by 2.9% YoY
as disinflation process continues due to a favorable base effect.

FX markets: in the short term, the leu is under the spell of further
expected monetary policy easing (Page 6)

The leu had a rather low volatility this week and managed to appreciate marginally,
without recovering its recent losses though. By contrast, leu’s peers faced some
depreciation pressure while in Europe and the US the macro data revealed no big
surprises. The next event important for Romania is the visit of the IMF and its quarterly
review between 21st January and 5" February. The IMF was supposed to make the first
evaluation of the 3" agreement in December, but it was postponed given differences of
opinion between the president and the government on the proposed excise of 7
eurocents/ liter for gas. We believe that what prevails in importance in the short term is
expected further easing of monetary policy which does not act in favor of the leu. The
governor recently reconfirmed NBR'’s stance toward required reserves ratio, seen falling
at faster than expected speed, and explained NBR'’s decision not to absorb excess
liquidity from the market hoping this will pressure banks to lend more.

Government securities: The Treasury sells 30Y bonds for the first
time (Page 7-9)

The Treasury announced this week to sell EUR 2 bn in international bonds and it
already sold almost the entire planned amount. In a historical start, it issued USD 1 bn
in 30Y bonds at 245 bps over treasuries, yielding 6.258%. This was a part of a dual
tranche and another USD 1 bn was sold in 10Y bonds at 215 bps over the treasuries,
yielding 5.021%. Demand was very good and it was oversubscribed 6 times. For 2014,
the Ministry of Finance will sell RON 35 bn of which 14 bn in Q1 2014. The yield curve
is steepening and the excess liquidity is putting pressure on yields, especially at the
short end of the curve, where yields fell up to 36 bps. However, we believe that excess
liquidity will be reduced as banks lend, finance the deficit and repay debt and
consequently this will be reflected in higher money market rates.

MM: Another cut in reserves ratio is expected this year (Page 10)
Recently, the NBR’s governor stated that the required reserves ratio could be brought
closer to European Union level “during a period that is not too lengthy” and that it will be
operated in “ small successive steps”. Speaking of the base rate, the vice governor
Cristian Popa stated that there was limited room for further cuts and that the main
adjustment has already been made. Since July 2013 and until now the base rate was
cut by 150 bps. Indeed, the market and we look forward to another base rate cut until
3.5% at the next monetary policy meeting in February and we expect another cut of
RON reserves ratio later on.
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Macroeconomics: Inflation fell to 1.5% YoY (Dec); constructions dropped 7.4% YoY (Nov)
after a few good months; industrial production appears still strong in Q4

PERIOD INDICATOR FACT CONSENSUS PRIOR

13 Jan Dec Consumer price index (y-0-y,%) 1,6 15 1,8
13 Jan Nov Net wage growth rate ( y-0-y, %) 4,8 4,1
13 Jan Nov Industrial Production Index (y-o-y, %) 9,0 11,2
13 Jan Nov Construction works index (y-o0-y, %) -7,4 6,5
17 Jan Nov CA balance (EUR mn, YTD) -1326 -955
27 Jan Nov Non -governmental loans (y-0-y, %) -4,1
27 Jan Nov Non -governmental deposits (y-o0-y, %) 7,0
27 Jan Nov M3 aggregate (y-0-y, %) 6

Disinflation continued in December, as headline inflation fell
to 1.5% YoY from 1.8% YoY in November. Food goods deflation
was the same (-1.8% YoY), non food goods prices where
characterized by disinflation (+3.6% YoY) while services’ inflation

Inflation stood at 1.5% YoY in December; Services
Inflation rose to 3.4% YoY
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Constructions took a dive in November (-7.4% YoY), after ~ Constructions fell by 7.4% YoY in Nov, driven by the
having advanced at an average of 8.3% YoY during July —  buildings sector; civil engineering rose +2% YoY
October. The buidlings segment was responsible for the
drop while civil engineering managed to take up +2% YoY. In
2014, we expect this segment to show an uptake due to
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Industrial production was strong in November, climbing
some 9% YoY. If we split it on main industrial groups, capital
goods production steadied the most (+11.7% YoY), consumer
durables also up by +8.1% YoY and consumer non-durables
by +5.9YoY %. The energy production was the slowest
(+2.2% YoY). So far Q4 was strong and expectations for
December are not much deteriorated, if we look at
sentiment in industry, as it is incorporated by ESI. We expect
industry to continue to perform well in 2014 and to rely more
on internal demand as well.

The gross wage grew by 4.8% yoy in November. More
importantly, the real wage also climbed significantly, by
2.9% YoY as disinflation process continues due to a
favorable base effect. The highest increase was seen in the
public administration where gross wages rose by 12.2% YoY
and the lowest in trade (+1.2% YoY).

Annual gross wage dynamics in November, on sectors; top
Increase goes to public administration wages (+12.2% YoY)
14,0%
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Source: NIS
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Industry continues to be strong and jumped 9% YoY in
Nov, driven by manufacturing (+10% YoY)

I Industrial production (3M moving average, YoY)
e Export industrial sales (3M moving average, YoY)

e Domestic industrial sales (3M moving average, Yoy)

Source: NIS, OTP Research

Gross wage grew by 4.8% YoY in November;
real wage grew by 2.9% YoY
30 1
25 4
20 4
15 A

10 A

B L5
SEELLLL LSO D DD DD
O A A S AR S O G G A A e
m— or0ss Wage growth rate (3M moving avg.,YoY, %)

e nflation (3M moving average,YoY, %)

Source: NIS, OTP Research




®
c.} Otp Research WEEKLY REPORT — ROMANIA

Medium-term macroeconomic forecast

Real GDP 6,3% 7,3% -6,6% -1,1% 2,2% 0,7% 2,5% 2,0%
Actual individual consumption of households

Households consumption expenditure 12,0% 9,0% -10,4% -0,2% 1,2% 1,0% 0,7% 2,3%
Government consumption 2,5% 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% -4,0% 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% 4,1% 2,4%
Budget Balance (GDP%, ESA 95) -2,9% -5, 7% -9,0% -6,8% -5,6% -3,0% -2,9% -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% -2,8%
CA balance (bn EUR) -16,8 -16,2 -4,9 5,5 -5,9 -5,8 -0,9 -4,2
Unemployment 6,4% 5,8% 6,9% 7,3% 7,4% 7,0% 7,5% 7,5%
Nominal 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% 0,9% 2,4%
Key interest rate (avg.) 7,5% 9,7% 9,1% 6,5% 6,2% 5,33% 4,79% 3,52%
Key interest rate (e.o.p.) 7,5% 10,3% 8,0% 6,3% 6,0% 5,25% 4,00% 3,50%
EUR/RON (awg.) 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: in the short term, the leu is under the spell of

further expected monetary policy easing Last data: 16.01.2014 e
-
The leu had a rather low volatility this week and managed to Value Weekly chg. (%) YTD chg. (%)
appreciate marginally, without recovering its recent losses though. By EURRON 453 4 022 * 146
contrast, leu’s peers faced some depreciation pressure while in Europe ~ UYSPRON 332 § 042 T+ 237
and the US the macro data revealed no big surprises. The inflation rate ~ CHFRON 367 & -0.18 o Bz
both in the euro zone and the US came out as expected, while the euro- ESEJPT_L i';g 3 _%'283 : ii;
zone’s industrial production and trade balance came slightly above ’ ' ’

. . ) . 100HUFRON 1,50 §  -0,81 + 017
expectations, without mgnaglqg to_boost the euro agamst_the dollar though. SN 016 § 048 4 086
The Wor!d Bank upped |t§ gstlmatlons fo'r global econgmlc growth py 0.2% RONRUB 010 § 0,87 4 076
to 3.2% in 2014. Romania is seen growing by 2.5% in 2013 and in 2014. RONRSD 004 & 033 4 055
The WB report cautioned about the high NPL in the region and how they RONBGN 231 § 017 4 144

are dampening credit growth. Source: Reuters

The next event important for Romania is the visit of the IMF and
quarterly review between 21% January and 5" February. The IMF was
supposed to make the first evaluation of the third agreement in mid Major RON FX rates (03.01.2011=100)

December but it was postponed given differences of opinion between the 120 - - “=5==EURRON _=====USDRON_ ====CHFRON ;,,
president and the government on the proposed excise of 7 eurocents/ liter 115 -
for gas. These revenues were comprised in the 2014 budget so the 110 -
postponing of the tax by 3 months would have to be overcome. The IMF 105 -
review helps with transparency and coins the next big moments for 100 -
Romania this year, especially with respect with state companies’ 95 -
privatization. %0
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We believe that what prevails in importance in the short term is

expected further easing of monetary policy which does not act in
favor of the leu. The governor recently reconfirmed NBR’s stance towards Sources: Reuters

required reserves. ratio (th(’ay are_ _seen falling at faster tha}n -e>-<pected Regional RON FX rates I. (03.01.2011=100)
speed) and explained NBR’s decision not to absorb excess liquidity from 120 mm e o 110
the market hoping this will pressure banks to lend more.
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Government securities: The Treasury sells 30Y bonds for
the first time

The Treasury announced this week to sell EUR 2 bn in international bonds
and it already sold almost the entire planned amount. In a historical start,
it issued USD 1 bn in 30Y bonds at 245 bps over treasuries, yielding
6.258%. This was a part of a dual tranche and another USD 1 bn was sold
in 10Y bonds at 215 bps over the treasuries, yielding 5.021%. Demand
was very good and it was oversubscribed 6 times. The Treasury took
advantage of the current favorable environment to tap most of the funds
planned for 2014, in the Medium Term Program (please see below the
geographical distribution and investor types). Last year, it sold EUR 2 bn
and USD 1.5 bn in eurobonds. For 2014, the Ministry of Finance will sell
RON 35 bn of which 14 bn in Q1 2014. The cash targeted deficit is
smaller than last year, at 2.2% of GDP as opposed to 2.5% in 2013.

The yield curve is steepening and the excess liquidity is putting
pressure on yields, especially at the short end of the curve, where yields
fell up to 36 bps. The market still expects more easing, especially through
another cut of reserves and also another cut of the base rate to 3.5%.
However, we believe that excess liquidity will be reduced as banks lend,
finance the deficit and repay debt and consequently this will be reflected in
the level of money market rates.

This week, The Treasury sold bonds 13.5Y(residual maturity) and 7Y
(residual maturity) bonds on the local market at an averag accepted yield
of 5.41% and 4.99% respectively. Demand for the first one was small and
the yield was 25 bps higher than the one at the similar auction in May 2013
despite the fact that the base rate was cut by 150 bps since then. The 7Y
bond yield was lower by 24 bps than a corresponding tender in April 2013.

This week’s international bond sales

us 50% us 51%
UK 32% UK 18%
Rest of Europe 13% CEE 2%
Germany and Austria 2% Germany and Austria 3%
other 2% Rest of Europe 13%
Romania 1% Asia 10%

other 1%

Romania 2%
Investortype  Investortype
Fund managers 88% Fund managers 75%
insurers/pension funds 3% central banks/sovereign we 12%
banks 4% insurers/pension funds 5%
others 5% banks 5%

others 3%

Source: Reuters

Last data: 16.01.2014

RON GOVERNMENT SECURITIES

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

6M 187 & -36 § -89
12M 221 & 29 § 66
3y 330 & -13 § 61
5y 421 ¥ 2 $ -39

10Y 5,14

1 1 4 -14
SPREADS

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

GERROM 3Y 293 3 -13 4 60
GERROM 5Y 336 R -2 4 35
GERROM 10Y 323 4 1 4 -10
3Y -5Y 97 4 11 i 23
5Y -10Y 87 1 3 i 25
3Y-10Y 184 4 15 i 48
FLY 3-5-10 -10 L -8 1+ 2
Value (bp) Weekly chg. (bp) YTD chg. (bp)

3Y EURO 109 i 1 4 -8
5Y EURO 163 4 1 4 -8

Source: Reuters
Central bank benchmark fixing yields (%)

2011.01
2011.04

Sources: NBR

Slope of the yield curve (bp)
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This week’s auction results (RON denominated)

RO1121DBN032 | RO1227DBNO011

Offered amount (mn RON) 500 100
Total bids (mn RON) 1341 152
Accepted amount (mn RON) 560 100
Average accepted yield (%) 4,99 5,41
Coupon 5,95 5,80

Source: NBR

Yield curve over the past weeks (Central Bank fixing)

% bp weekly changes

54 - rs (Thursday to
52 Thursday, r.h.s)
50 - r o

—2013. 12. 17.
438 -
46 - -5
44 -

e—— 2013. 12. 24.
42 - r 10
4,0
s | L
3,8 5 e 2013. 12. 31.
3,6
34 20
3,2 - = = 2014.01.09.
3,0 - - =25
2,8
2,6 - r-30 2014. 01. 16.
24 A
2,2 . . . -35

1 3 5 10 .
maturity

Source: NBR, OTP Research

T - bills auctions in January (in RON)

RO1414CTNO19 |09.01.2014| 13.01.2014 (14.07.2014 500.000.000
RO1415CTNO024 [23.01.2014| 27.01.2014 |[26.01.2015 12 1.000.000.000

Sources: Ministry of Finance
Bond auctions in January (in RON)

RO1316DBN053 [06.01.2014| 07.01.2014 |08.01.2014|29.08.2016 i 700.000.000 70.000.000
13.01.2014| 14.01.2014 |15.01.2014 (11.06.2021 E 500.000.000 50.000.000
16.01.2014| 17.01.2014 |20.01.2014|26.07.2027 g 4 100.000.000 10.000.000
20.01.2014| 21.01.2014 .01. il y 4 500.000.000 50.000.000
27.01.2014| 28.01.2014 [29.01.2014)26.04.2023 y d 500.000.000 50.000.000

Sources: Ministry of Finance
Note:* Supplementary sessions of competitive offers

Bond auctions in January (in EUR)

RO1419DBE013 23.01.2014 27.01.2014 21.01.2019 3.4 200.000.000

Sources: Ministry of Finance
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7Y Auctions data
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15Y Auctions data

350

300

250

200

150

100

-HEED

0
27022012 30.04.2012 28.11.2012 10.12.2012 31.05.2013  20.01.2014

m Offered amount (RON mn) o Accepted amount (RON mn)
—Bid-to-cover ratio (r.h.s)

Sources: NBR, OTP Research

NOOWwW a0 N e

-

WEEKLY REPORT — ROMANIA

7Y Interest rates (RON)
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MM: Another cut in reserves ratio is expected this year

Recently, the NBR’s governor stated that the required reserves ratio
could be brought closer to European Union level “during a period that
is not too lengthy” and that it will be operated in “small successive
steps”. The current excess liquidity is expected to decline as banks’ appetite
for lending increases. Consequently, money market rates are less likely to
remain at such low levels throughout the year, especially in H2 2014 when
inflation will pick up as well. Speaking of the base rate, the vice-governor
Cristian Popa stated that there was limited room for further cuts and
that the main adjustment has already been made. Since July 2013 and until
now the base rate was cut by 150 bps. Indeed, the market and we look
forward to another base rate cut until 3.5% at the next monetary policy
meeting in February and we see another cut on RON reserves ratio later on.

Most important MM instruments’ evolution

ROBOR ON ROBOR 3M
key rate e= = 30 per. Mov. Avg. (ROBOR ON)
725 f--mmmmmmm e e - 7,25
6,25 -prs s e e - Wy - - - - - - - - - ----Aaf-----------------1 - 6,25
525 \-BH-1}--- s - - R - 5,25
425 + M -+ 41+ - 4HHHT--1-tH - - ---+ 4,25
3,25 -9 Y- -4ttt tH--¥+1--1-tH Ry ek - 3,25
225 4 -mm e 2 H-HH--4-1----H - -—— V\--\+ 2,25
.
1,25 == mmmm e m o + 1,25
0,25 +—+——+—+—+—+—r—"rr—"—r—"1—"T—"""1"T"T"T""T""""""TTTT T 0,25
HEHE A A AT A A A AN NANANANANANANANNANNOOOOOOOONOOONOONOON S
Sadgdagddddadadaddadgadadadoadadagdaddddg
coLLE>cswag 290 coss>csMWag2VcoESs>cs Moy 20 C
5933835330388 23323°3902388¢83323°33028°

Sources: NBR, OTP Research
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Last data: 16.01.2014

MID INTEREST RATES

Value (%) Weekly chg. (bp) YTD chg. (bp)
repo rate 3,75 =3 & -25
ROBOR ON 0,99 I £ -110
ROBOR 3M 1,98 4 £S5 $ -52
ROBOR 6M 2,63 i =7 3 =377
ROBOR 9M 2,72 I -12 £ -43
ROBOR 1Y 2,77 I -14 b -42

INTERBANK DEPOSITS

Value mnron) WIy chg. mnron)y YTD chg. (mnron)
outstanding 3.480,7 288,2 -1158,5

MID SWAP POINTS

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

USDRON 1W 4 4 0 ¥ -4
USDRON 1M 27 4 2 ¥ -8
USDRON 3M 102 4 -3 ¥ -16
EURRON 1W 4 4 -2 ¥ -6
EURRON 1M 35 4 -4 ¥ 29
EURRON 3M 166 4 -2 ¥ -10

MID EUR BASIS SWAPS
Value (bp) Weekly chg. (bp) YTD chg. (bp)

EURRON 1Y -80 = =
EURRON 3Y -70 =3 =
EURRON 5Y -70 o =

Source: Reuters

Repo operations since 2012
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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 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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