ING:

Snap | 12 February 2019 Romania

THINK economic and financial analysis

Briefing Romania

NBR revises its inflation forecast marginally higher
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With no repo auction yesterday and cash rates still above the Lombard rate, the EUR/RON traded
within a 4.7400- 4.7450 range on low turnover and closed just above 4.7400. In yesterday's
presentation of the February 2019 inflation report, NBR Governor Mugur Isarescu mentioned the
widening external deficits as a source of increased risk and concern. Absent any structural reforms,
the correction can only come via a combination of FX depreciation and interest rate moves, which
the central bank hopes to avoid.
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Government bonds

Romanian government bonds didn't seem to react to the marginal upward revision of the NBR's
inflation forecast. The central bank is now forecasting end-2019 inflation at 3.0% and 3.1% for
end-2020. With core inflation seen at 3.3% by end-2019 and 3.4% by end-2020, it seems that the
NBR is forecasting stable regulated prices in election years and continued excess demand.

The April-2026 auction came out positively overall at with a 1.69x bid-to-cover ratio. The Ministry
of Finance upsized from the RON300 million target and allocated RON334 million at a 4.50%
average and 4.54% maximum, slightly above our call.

@ Money Market

The downward trend in cash rates took a break yesterday, possibly as the market was expecting a
repo from the central bank. Hence, we are still around 4.00% in the short dates. We expect the
downward trend to resume today.

EUR/RON forecasts

1Q19 2Q19 3Q19 4Q19 1Q20
ING forecast 475 4.75 4.80 4.80 4.82
FX Forward 4,79 4.84 4.89 4,93 4,98

Source: Reuters, ING estimates
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(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 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 http://www.ing.com.
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