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National Bank of Romania minutes less dovish than expected

24h call €/RON 10yr yield O/N implied yield
= v v
EUR/RON: previous session ROMGBs
4.663 5.40 80
5.30
4.661 5.20 60
5.10
4,659 5.00 40
4.90
4,657 4.80 20
4.70
4,655 4.60 0
14-Aug 14-Sep 14-Oct 14-Nov
4.653 r T T T
8:22 11:40 14:55 17:04 mm— 3Y/10Y (spread, bp, ths) ——— 10Y (yield, %, lhs)
Source: Reuters

Despite closing flat on the day around 4.6570, the EUR/RON traded with an upside bias for most of
the trading session. Yesterday's NBR minutes mentioned that in the last Board meeting “a
particular reference was made to the relative stability further displayed by the leu exchange rate
against the euro” noting the “attractiveness of investments in domestic currency...due to the
considerable interest rate differential versus the prevailing levels in the EU and across the region”.

@ Government bonds

The ROMGBs yield curve steepened a bit yesterday as buyers focused mainly on the front end
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while the longer tenors were better offered. The NBR “board members repeatedly touched upon
the ECB's monetary policy stance and its relevance to the decisions taken by central banks in the
region, and upon the fact that the NBR's decisions could not overlook that context” at the previous
meeting. We read this as mildly dovish, as the NBR likely considers a further increase in the
interest rate differential as undesirable and would prefer to move in sync with the ECB and other
regional central banks, but we doubt that the central bank will be able to avoid raising rates given
the high FX pass-through in the context of RON's twin deficit vulnerability.

@ Money Market

Cash rates continue to trade marginally above the 2.50% key rate. While the system’s liquidity
should be comfortable for the current reserve period after the three consecutive repo auctions, the
timing of the cash flows could be somewhat tricky and might lead to a defensive stance from local
banks. Some of the monthly budget payments usually done on the 25th of each month could be
paid in advance on Friday 23 November (since the 25th falls on a Sunday) which is also the last
day of the minimum reserve maintenance period, while a repo auction might be needed to fill the
gap between Monday 26 November and Wednesday 28 November when the RON8 billion
redemption will occur.

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 4.89

Source: Reuters, ING estimates

Market radar

spot %Ch EUR/RON
D w ™ 5.00
EUR/RON 46570 0.1 01 03 B
i ' ’ 4.80
EUR/PLN 42055 02 07 06 4.70
EUR/HUF 3238 0.1 02 08 4.60
EUR/CZK 2595 00 05 02 450
. 4,40
ROSYGOS 97.9 T s 03 Dec16 Jun-17 Dec17 Jun-18 Dec-18 Jun-19 Dec19
ROBOR O/N* 259 -10 70 40 EURRON ING forecast
ROBOR 3M* 39 00 6.0 10 = Mkt forward = Mkt consesnsus
10Y yield
DAX 16273 13 08 13 £
S&P 500 280683 02 30 13 P 5.10
4.80
DE BY" 039 09 09 63 4.50
4.20
Us oY+ M 19 -0 82 390
3.60
3.30
Gold(US$)* 2023  -02 25 07 3.00
r T T T — 2.70
Brent (USS) 653 = 210 pecis Dec-16 Dec-17 Dec-18 Dec-19
*change in basis points; *US$ (data as at 06:20 GMT) 10Y yield ING forecast

Source: Reuters, Bloomberg, ING

Author

Valentin Tataru
Chief Economist, Romania
valentin.tataru@ing.com

Snap | 14 November 2018 2


mailto:valentin.tataru@ing.com

THINK economic and financial analysis

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 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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