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Short lived liquidity squeeze?
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EUR/RON
Range trading with some upside tests for the EUR/RON yesterday which pushed the pair towards
4.6670 at times. In the end the market closed flat compared to the previous day, around 4.6610,
as corporates sold hard currency for quarterly payments to the state budget. The abnormally high
carry in the money market could discourage selling the local currency but the downside for the
pair looks fairly limited as well due to negative risk sentiment and weak fundamentals. We look for
a 4.6580-4.6680 range today.



THINK economic and financial analysis

Snap | 26 October 2018 2

Government bonds
Strong auctions in the primary market seem to become the norm this month for the Ministry of
Finance. This time it was for Mar-2022 bonds which gathered an impressive 2.1x bid-to-cover ratio
and led to an allocation of RON693 million versus RON500 million initial target.  Yield-wise it came
out broadly in line with expectations, at 4.62% average and 4.64% maximum. It was quite
successful, with large bond redemption at the end of November likely supporting the issuance
calendar ahead of it. Otherwise, the ROMGBs yield curve closed the day virtually unchanged.

Money Market
Yesterday’s payments to the state budget have triggered a significant spike in the short term
money market implied yields which traded in quite a wide range, from 4.50% to 6.00%. The
funding rates are likely to remain elevated today as well but the peak is probably behind us. The
outlook for short-term rates is entirely depending on NBR decision to inject liquidity on Monday.
We believe that the central bank will announce a one week repo auction on Monday. Otherwise,
the longer end of the money market curve was slightly better offered, possibly on expectations for
a repo auction next week.

Source: Reuters, ING estimates

Source: Reuters, Bloomberg, ING
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