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Briefing Romania

EUR/RON marching towards 4.70
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The EUR/RON delivered more of the same yesterday, with above average turnover, another
historical high fixing and an overall upward trend. The pair closed around 4.69 and a test of 4.70
now looks to be in sight. It remains to be seen if, at this level, we will have the first “line in the sand”
from the central bank, which so far has only smoothed the Romanian leu's weakening trend. For
now, we tend to believe that some consolidation at higher levels could occur after the move seen

since the beginning of the year.
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Government bonds

Mixed trading in ROMGBs yesterday which resulted in an overall bull flattening of the curve though
liquidity remains choppy and intraday volatility quite high. Primary market auctions failed to lift
spirits as outcomes have been weak at best. The RON500 million 1Y T-bills auction was rejected on
total demand of RON209 million at an average of 3.59%. This auction was more relevant for local
demand, which obviously is not looking too strong at the moment.

The February 2029 for RON40O million, on the other hand, came out a bit better at least demand-
wise, considering the recent pattern. The Ministry of Finance allocated RON389 million from a total
demand of RON593 million. Yield-wise however it came in above expectations at a 5.11% average
and 5.17% maximum, a rather unusual long tail, likely reflecting an increased degree of
uncertainty being priced in.

© Money Market

With overnight rates stable at the deposit facility, the upside move in the EUR/RON triggered some
paying interest along the FX swap curve yesterday. Implied yields above 1M are again trading
above the 3.50% Lombard rate, though the 1M to 1Y curve remains rather flat.

EUR/RON forecasts

1Q19 2Q19 3Q19 4Q19 1Q20
ING forecast 4.70 4.75 4.80 4.80 4.82
FX Forward 4.74 4.78 4.83 4.87 4.92

Source: Reuters, ING estimates

Market radar

spot %Ch EUR/RON
sy w ™ 5.00
EUR/RON 46925 04 13 06 B
: i i i 4.80
EUR/PLN 42874 00 01 04 470
EUR/HUF 3054 0.1 13 07 4,60
EUR/CZK 25535 -0 A5 13 4.50
. 4.40
ROSYELS 030 ) = 48 Mar17 Sep-17 Mar-18 Sep-18 Mar-19 Sep-19 Mar-20
ROBOR O/N* 174 90 20 30 EURRON ING forecast
ROBOR 3M* 290 30 20 -%0 = Mkt forward —— Mkt consesnsus
10Y yield
DAX 2002 0.4 05 24 £
S&P 500 0 0.8 -994 -994 N—" 23;8
DE BY" 025 10 95 -8 4,50
Us oY* 276 -2023 289 459 2138
3.60
3.30
Gold (US$)™ 2912 01 57 53 3.00
r T T T — 2.70
Brent (US$)™ 618 08 47 U3 Dec-15 Dec-16 Dec-17 Dec-18 Dec-19
*change in basis points; *US$ (data as at 06:15 GMT) 1oy Uiéld ING forecast

Source: Reuters, Bloomberg, ING

Author

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

Snap | 18 January 2019 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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