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First MinFin auction in 2019
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@ EUR/RON

The EUR/RON seems to be consolidating above the 4.6600 mark, with the market eyeing
tomorrow’s NBR Board meeting where Governor Mugur Isarescu is expected to make his first
comments on the recent tax on bank financial assets. Hence we look for a quiet trading
session today in the same 4.6600-4.6700 range.

@ Government bonds

It was another good day for Romanian government bonds as yields dropped 5-6 basis points in
line with the general better sentiment towards risk assets. The Ministry of Finance begins its
auction calendar for this year with RON400 million up for sale in October-2021. This is the first
test for the market after the recent impressive rally we've had in ROMGB's. The tenor is usually
suitable for local ALM’s which most likely haven't been driving the rally. Hence, while we expect
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decent demand, yields are unlikely to break through the current secondary market mid-levels
of 4.03%.

© Money Market

The better liquidity conditions are pushing implied yields lower across the curve. Cash rates
dipped below the key rate and are now trading around 2.00%, with a proportionate
transmission into longer tenors which inched lower between 10 and 20 basis points. These
accommodative conditions should persist for at least the current reserve period, but any
comments from Governor Isarescu will be closely followed in tomorrow’s press briefing.

The week ahead

The key event for the market will be comments from Federal Reserve officials. At the
December FOMC meeting, they scaled back their expectations for monetary policy, suggesting
two 25 basis point moves was the most likely scenario for 2019, down from the three hikes
they had pencilled in back in September. We expect the bulk of Fed speakers to remain
cautiously optimistic while soothing the concerns about an overly aggressive response from
the central bank to any perceived inflation threat. In this regard, we expect December headline
inflation to be pulled lower by energy price moves while core inflation remains at 2.2%. In the
eurozone, look out for December's Economic Sentiment Indicator, which will probably be
impacted by the Yellow Vest protest movement in France. The NBR meeting is likely to bring no
change in policy stance, but the press briefing will be closely watched for hints about the
outlook, including for a possible revision on the FX guidance. We see EUR/RON trading within
4.6550-4.6850 this week.

EUR/RON forecasts

1Q19 2Q19 3Q19 4Q19 1Q20
ING forecast 4.67 4.70 4.72 4.75 4,72
Market consensus 4.69 4.70 4.70 4.73 4.75
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Market radar
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. /ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to requlation by the Financial Conduct
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Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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