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Briefing Romania

Romanian government bonds rally on lack of supply
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© EUR/RON

Things seem to be slowly and steadily calming down on the EUR/RON market, as turnover and
volatility are gradually decreasing. For now, we have indicated 4.7200-4.7700 as a new possible
comfort zone for the pair.

@ Government bonds

With no issuance calendar for this month, the bull flattening of the curve continued into Friday's
trading session. The usual thin liquidity has helped the longer dated tenors to inch another ¢.15
basis points lower. The move could continue albeit in smaller increments as yields are already back
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to where they were before the last sell-off.

© Money Market

No respite for the cash market which remains tense. Carry rates are trading again around 5.00%,
way above the Lombard rate, with longer tenors following in a proportionate upward shift. We still
expect the Ministry of Finance to step up its monthly spending which should lead to lower cash
rates but apparently the primary market issues are affecting the timing of spending as well.

The week ahead

For the week ahead, we are going to receive a backlog of delayed US data over the next couple of
weeks. This will include GDP, retail sales, trade and durable goods orders amongst others and it will
give us a better flavour of the state of the US economy. In the Brexit world, Theresa May heads to
Europe to seek concessions that could convince members of parliament to vote for a deal, allowing
a smooth exit from the EU on 29 March. In Germany, any rebound in industrial data is likely to be
too weak to push industrial activity back into expansion territory, but private consumption and
government expenditures should have been enough to prevent the entire economy from falling
into a technical recession.

On the local front, we look for no change at the 7 February National Bank of Romania meeting. As
was the case in January, media attention will likely be channeled towards the NBR's stance on
fiscal measures and its communication with the government.

EUR/RON forecasts

1Q19 2Q19 3Q19 4Q19 1Q20
ING forecast 4.75 4.75 4.80 4.80 4.82
FX Forward 4.80 4.85 4.89 4.94 4.99

Source: Reuters, ING estimates

Market radar

e TR EUR/RON
D w ™ 5.10
5.00
EUR/RON 47533 02 03 20 490
EUR/PLN 42900 06 01 00 4.80
4.70
EUR/HUF 375 06 00 12 460
EUR/CZK 2569 02 01 02 4.50
. 4.40
ROSTELS 4.5 SO i 05 Mar17 Sep-17 Mar-18 Sep-18 Mar-19 Sep-19 Mar-20
ROBOR O/N* 348 350 70 780 EUR/RON ING forecast
ROBOR 3M* 306 00 50 70 ——— Mkt forward ——— Mkt consesnsus
10Y yield
DAX 1180.7 01 06 77 5.40
S&P 500 270653 041 21 12 / 5.10
4.80
DE oY* o 10 33 14 450
Us o+ 270 56 54 "4 [3':38
3.60
3.30
Gold (US$)™ BL3 02 07 4 3.00
r T T T ~ 2.70
Brent (USS) 628 e it fite Dec-15 Dec-16 Dec-17 Dec-18 Dec-19
*change in basis points; *US$ (data as at 05:%5 GMT) 10Y yield ING forecast

Source: Reuters, Bloomberg, ING

Snap | 4 February 2019 2



THINK economic and financial analysis

Author

Ciprian Dascalu

Chief Economist, Romania
+40 31 406 8990
ciprian.dascalu@ing.com

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

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
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instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
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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
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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 www.ing.com.
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