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Briefing Romania

November CPI inflation falls within the central bank's target band
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Low volatility and quite a thin market in yesterday's EUR/RON trading session. The pair remained
anchored around 4.6500 and we expect it to remain in a narrow range today as well.

@ Government bonds

Another relatively good day for Romanian government bonds with yields shifting c.2-3 basis points
lower across the curve. The October-2020 auction was in line with expectations at a 3.48% average
and 3.50% maximum yield and a decent 1.58x bid-to-cover ratio. RON698 million were allocated
versus the 600 million initial target. Today we will have a EUR200 million in 5Y domestic bond
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auction. The last attempt with a similar issue was made on 6 November this year and met good
demand with a 1.93x bid-to-cover but the average yield of 0.96% was probably considered too
high and the Ministry of Finance rejected all bids. We don't see major changes in the market
compared to last month, hence we look for broadly similar conditions. Otherwise, the below
expectations inflation data for November could re-ignite the buying spree for Romanian
government bonds.

© Money Market

Surplus liquidity seems to be quite abundant these days as the cash rates are trading closer to the
deposit facility rather than the key rate. The entire curve up to 1Y is now below the Lombard level
of 3.50% dragged by the lower carry and possibly fewer key rate hikes expected for 2019. Today’
CPI data can only support this view.

EUR/RON forecasts and forwards

4Q18 1Q19 2Q19 3Q19 4Q19
ING forecast 4,70 4.67 4.65 4.70 4.75
Forward rate 4.68 4.73 4.78 4.83 4.87

Source: Reuters, ING estimates
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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
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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 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
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Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

Snap | 11 December 2018 3


http://www.ing.com

