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NBR review: On hold at 2.50%

The National Bank of Romania kept rates on hold at 2.50% in line with

consensus and pledged to maintain strict liquidity control. The overall

tone remained neutral. The highlight from the press release is that the
CPI trajectory has been slightly below the August forecast

Mugur Isarescu, the
Governor of the
National Bank of
Romania

In a pretty short press conference, NBR Governor Mugur Isarescu didn't offer many details or hints
regarding where the monetary policy is heading. The main excerpts from an otherwise pretty dull
press conference vary around the twin deficits issue:

The current account topic has been addressed first by underlying a slight improvement in
trends (too early to call for that in our view). Corrections are needed “to the extent they are
possible” and should come “more from the fiscal side”. However, not much is expected in the short
term: “we are not dreamers, we are aware of the electoral year”.

A possible RON depreciation to tackle the external imbalances has been again downplayed
as “currency depreciation is not a solution to rebalance things”. On the other hand, any RON
appreciation is not supported either and references to the summer months FX interventions to
curb RON gains have been made.

The other component of the twin deficits - the budget deficit has been addressed as well,
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mentioning the already known high rigid spending share in total revenues as well as the very low
26% - fiscal revenues in GDP. To sum up this issue “it's not the deficit itself but the quality of the
budget that poses a problem”.

Reading through the lines, it seems that FX stability is still the main thing on NBR's Board
members' minds. Speaking of that, today’s meeting was the last one of the current Board.
The next meeting comprising the four new members will be held on 6 November. We don't
expect any shift in the central bank’s policy stance as five out of the current nine members
will be part of the new Board as well. We see flat rates until the end of 2020 as inflation will
continue to stay close to the upper bound of the inflation target band while the RON is likely
to remain under a natural depreciation pressure, which could be exacerbated by the
political events.

Author

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
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.

Snap | 3 October 2019 2


mailto:valentin.tataru@ing.com
http://www.ing.com

