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Romania: Rates on hold, cloudy outlook
The National Bank of Romania (NBR) kept the key rate on hold at 2.50%
in line with market expectations. The recently adopted ROBOR-linked
bank tax is seen curbing monetary policy flexibility and efficiency
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Benign inflation outlook
In line with analysts’ expectations, the NBR kept rates on hold today, including the level of
standing facilities and minimum reserve requirements. Governor Mugur Isarescu emphasised
in the press briefing that the central bank expects year-end inflation to stay within its 2.5±1ppt
target band and underlined that the short-term forecasts, at least, point to inflation printing
within target. Besides the statistical base effects and fuel price drop, the “careful calibration of
the monetary policy” has been repeatedly stated as a source of cooling inflation.

Economy not looking that bad
The governor went on to assess the current state of the Romanian economy as being more in
line with its potential, stressing that some dangerous overheating threats were avoided last
year. Moreover, this was achieved without compromising the exchange rate stability while still
maintaining interest rates within reasonable levels. A request to elaborate on the exchange
rate outlook was nevertheless declined.
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ROBOR-linked bank tax causes discomfort
The main topic of the day, however, was the long-awaited position of the governor towards
the recently adopted ROBOR-linked tax on banking financial assets. Governor Isarescu stated
that he found out about it from the media. He reiterated several times during the press
briefing that the emergency decree is unclear in some aspects (particularly related to the
quarterly or annual application of the tax) and that he wishes to discuss all these matters at a
meeting of the National Committee for Macro-prudential Surveillance (which he chairs).
Another interesting remark referred to the application of the bank tax to government
bond holdings as well which is seen as “interesting”.

Policy outlook: one more hike but ECB dependant
While adopting an overall more energetic tone, it seemed rather obvious that the inflation
outlook is not a major concern for the central bank in the near term at least. Hence, we believe
that another 25 basis point hike could come in the second part of the year only in sync with
the ECB, which seems to be an increasingly distant possibility. We still expect the National
Bank of Romania to shift its comfort range for the EUR/RON higher this year but the timing
remains a tough call.

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

https://think.ing.com/snaps/eurozone-economy-ends-2018-on-a-very-weak-note/?utm_campaign=January-08_eurozone-economy-ends-2018-on-a-very-weak-note&utm_medium=email&utm_source=emailing_snap
mailto:valentin.tataru@ing.com


THINK economic and financial analysis

Snap | 8 January 2019 3

(Registration number BR000341) 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.

https://www.ing.com

