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Briefing Romania
Acceleration in GDP increases the odds for National Bank of
Romania tightening 

Source: Reuters

EUR/RON
The EUR/RON had another quiet day in the 4.7600-4.7650 range. Today the market will likely be in
wait-and-see mode before the central bank’s key rate decision and subsequent press briefing.

Government bonds
Some buying interest at the front end of the curve emerged yesterday on the back of very low
funding rates. Nevertheless, activity remained subdued and this should be the case today as well,
at least up until the central bank meeting. While the chances for a rate hike have increased after
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the higher-than-expected inflation print and today’s strong GDP advance (+5.0% year-on-year in
the first quarter), we still hold the consensus view of no rate hikes this year. We expect hawkish
rhetoric at today’s press briefing and the strict liquidity control pledge to be reiterated. Without
some augmentation of the policy toolkit, however, the pledge is likely to lose credibility.

Money market
Funding rates dipped below the central bank’s deposit facility rate of 1.50%, dragging lower the
longer tenors as well, with implied yields up to 1Y again close or below 4.00%. While the central
bank will likely hold a deposit auction again next Monday, the timing will be a bit tricky as it will
overlap the bulk of the monthly budget payments. Hence, banks will likely hold some liquidity
reserves aside to accommodate these payments, which should again lead to lower interest in the
central bank’s auction.
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