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Briefing Romania

10Y bond auction in the spotlight

Our call for today €/RON 10yr yield O/N implied yield
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EUR/RON

Tests above 4.7300 seem to be multiplying for the EUR/RON. On Friday, the pair moved as high as
4.7370 before returning below 4.7300, where it closed. The global dovish mood has been helping
the Romanian leu and post-G20 developments are likely to go in the same vein. Therefore, while
upside tests are still more and more likely, we don't expect meaningful depreciation pressures to
kick in yet and look for a 4.7200-4.7400 range this week, with the market eyeing parliament's vote
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on the new National Bank of Romania Board on 3 July followed by the central bank rate setting
meeting on 4 July.

Government bonds

With over 20 basis points lost in less than a week, today’s RON500 million Feb-2029 auction will be
a test for Romanian government bonds to see whether the new levels are a magnet for investors
or if the market has actually changed its stance following the adoption of a new pension law. We
tend to believe that the local idiosyncratic story is starting to take its toll as well, but not enough
yet to deter demand for what still seems to be one of the juiciest yields in the area. Hence, we
expect good demand for today’s auction, possibly with a bit of a longer tail and an average yield
around 4.65%.

Money market

The money market implied yields traded flat on Friday. We expect the NBR to roll over its deposit
taking auction and keep the front end anchored around current levels.

The week ahead

There is plenty of US economic data this week, starting with the ISM manufacturing index. We
believe there is a real risk that we see a sub-50 outcome, which will only increase fears of a US
economic downturn. We will also get the ISM non-manufacturing index which should perform a
little better, but given weaker sentiment surveys and other macro data, we would still expect a
decline. On Friday, we will get the US jobs report and we expect a rebound following the
surprisingly weak 75,000 outcome in May. Nonetheless, with Federal Reserve officials talking of
precautionary action, the prospect of a July interest rate cut has certainly increased.
Consequently, the risks are skewed towards 25 basis point cuts in July and September rather than
in September and December, as we are currently forecasting.

On the local front, we expect the National Bank of Romania (NBR) to keep the key rate at 2.50%

on its 4 July meeting where it is likely to embrace the global dovish mood, citing the “regional
context” and arguing that this year's inflation peak is behind us. However, before that, on 3 July
the parliament session runs into extra time to vote, among other appointments, for a new NBR
Board on 3 July. It seems that there is cross-party support, with some dissentients, to offer
Governor Mugur Isarescu a new term. This is likely to alleviate some investor concern about central
bank independence.

EUR/RON forecasts (eop)
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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
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Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR0O00341) 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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