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BriefING Romania
Key rate on hold, a dovish twist in language

Source: Reuters

EUR/RON
The EUR/RON closed slightly higher yesterday, around 4.6630 on somewhat higher turnover. In a
press briefing following the National Bank of Romania's board meeting, Governor Mugur Isărescu
didn’t touch on the subject of FX directly but reading between the lines, the bank's sensitivity to FX
movements remains high. We still believe that FX stability will be the main driver of interest rate
decisions, particularly if depreciation pressure on the leu intensifies.

Government bonds
ROMGBs had another good day overall, as the curve closed the day 1-2bps lower, after correcting a
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bit as aggressive buyers following the NBR announcement got their orders filled. The overall dovish
twist in the governor’s speech didn’t seem to impress the market too much though. In evaluating
the monetary policy reaction so far, governor Isarescu struck a dovish note by saying that
monetary policy this year “had to do more than it should have done”, reiterating the monetary
policy “overburden” in the policy mix and suggesting less would need to be done in the future. The
inflation forecast has been maintained close to the upper bound of the target band for the year-
end, likely in an attempt to avoid de-anchoring inflation expectations. The 5Y auction for EUR-
denominated domestic market bonds met with good demand at a 1.93x bid-to-cover ratio and an
average yield of 0.96%, but the Ministry of Finance decided to reject all bids.

Money Market
Cash rates seem to have settled just above the key rate after Monday’s repo auction. Some
interesting comments regarding banks' liquidity were made yesterday by Governor Isarescu. He
mentioned that “the role of the central bank is to ensure money market liquidity” which can be
done at the key rate but also at the Lombard rate, but he also stated that covering normal liquidity
needs at the Lombard rate “would not be a good thing as the Lombard has some different
functions”. He also suggested that the time for a cut in minimum reserve requirements for RON
liabilities is likely approaching as the current liquidity deficit is “quasi-permanent”.

Source: Reuters, ING estimates
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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 regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) 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 http://www.ing.com.
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