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Money market rates and yields fell last week

Macroeconomics: Retail trade starts high in January (+4.3% MoM)
(Page 3-4)

What seems to have offered a strong support to annual GDP growth in Q4 is the
extraordinary hike reported by the IT and communications branch (+42% YoY). Looking
at the gross value added, only services was the driver of the the marginal growth in
2012, whereas constructions (+0% YoY), industry (-2.1% YoY) and agriculture (-21.2%
YoY) had no positive contribution. Without agriculture, which is a volatile component,
growth would have been 1.8% YoY in 2012 due to services and net taxes. The strong
monthly uptake of non-food trade (+6.9 % MoM in January) signals that consumer
confidence is improved and households may be ready to make longer term buying
decisions.

FX markets: The leu remained almost flat last week (Page 5)

The leu remained almost flat last week and it did not react to the removal of the liquidity
cap by the Central Bank (and the injected amount was anyway lower than in the
previous week). Interest for the Romanian bonds remained high, but the Treasury has
sold to a great extent the targeted amount for Q1 2013. So from this point of view,
support for the | eu fr onirebdems) smay beblimijed im the
short term.

Government securities: The yield curve is shifting down (Page 6-7)

Government securities yields continued to drop last week up to 12 bp (as of Thursday),
in line with the decline seen by the money market rates. We believe there is more
potential for yields to decline, given that we still expect money market rates to adjust
downwards.The Treasury sold the plan amount in bonds last week: 500 mn RON of
bonds with 35M residual maturity. Demand was healthy and bid to cover ratio stood at
4.19. The average accepted yield was 5.49%, which 24 bp lower than a similar issue in
Mid February thisyear. The bond was one of the 3 | SI
emerging market index. The
RON and this week it targets 1 bn RON in 12M T-bills and 2Y bonds.

MM: The Central Bank removed the liquidity cap (Page 8-9)

The Central Bank stopped capping liquidity at the weekly repo auction for the first time
since October 2012. ROBOR rates fell 5 to 26 bp (as of Thursday, w-o0-w). Liquidity
conditions are continuously improving: in February, the volume of Lombard loans was
1.4 bn RON compared to 5.1 bn RON in January. Deposits placed with NBR increased
as well, from 6.6 bn RON in January to 8.4 bn RON in February. ROBOR 3M is
declining as well, but it is still higher than the base rate of 5.25%. Average interest rates
for new loans in RON are higher by 1% than the minimum recorded last year of 9.6% in
April, according to the latest data ( January 2013). Meanwhile, the average rate for new
deposits is around 5.4%, 30 bp higher than in April last year, when minimum average
deposit rates were recorded.
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Macroeconomics: Retail trade starts high in January (+4.3% MoM)

PERIOD INDICATOR FACT CONSENSUS PRIOR
04 Mar Jan Producer Price Index (Yo', %) 57 49
05 Mar Jan Retail trade turnover index (y-o-y, %) 2.8 41
06 Mar Q4 2012 Final consumption { ¥-o-Y, %) 1.0 -0.5
07 Mar Jan MNet wage growth rate ( y-o-y, %) 55 5.8
11 Mar Jan Industrial trade turnover index (y-o-y, %) 52 -3.5
11 Mar Jan Index value of new orders in manufacturing {y-o-y, %)  -7.4 0.9
12 Mar Jan Construction works index (y-o-y, %) 10,7
12 Mar Jan Exports (y-o-y, %) 4.9
12 Mar Jan Imports (y-o-y.%) -7.9
12 Mar Feb Consumer price index (y-o-y, %) 6.0
13 Mar Jan Industrial Production Index (y-o-y, %) 2.2
14 Mar Jan CA balance (EUR mn, ¥YTD) -6039.4

Detailed GDP Q4 data showed that annual growth rat |n Q4 2012, the IT & C rose 42% Yaihual GDP
stood at 0.3% YoY (gross datapd quarterly evolution = growth was 0.3% YoY in Q4

was +0.1% QoQ (seasonally adjusted) in. @Vverall GB 10T f 10
growth in 2012 was revised up to 0.3% Yapainst the 5 -
preliminary 0.2% YoY and nominal GDP amounted to 5¢ |
bn RONWhat seems to have offered a strong support tc
annual GDP growth in Q4 is the extraordinary hik
reported by the IT and communications &nch (+42% YoY)
followed by theprofessional, scientific& technical activitie -5 |
& activities of administrative and support servide®.9%
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the driver of thethe marginal growth in 2012whereas
constructions (+0% YoY) industry (-2.1% YoY)and
agriculture (-21.2% YoY)had no positive contribution.
Without agriculture, which is a volatile component, growt
would have been 1.8% YoY in 2012 driven by services
net taxes.

[ annual GDP growth (NIS)
= = annualized QoQ GDP growth (OTP)

" Source: NIS, OTP Research
Non-food trade jumped 6.9% MoM in January

——annualized QoQ GDP growth (NIS)
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Retail trade advanced by 2.8% YoY in January (+4.3%
MoM seasonally adjusted). Main drivers of the annual hike
were the food sales (+4% YoY), while non-food sales L8888 55588588228828858gaa88®
remained almost flat and fuels sales dropped 1.3% YoY. ‘%“‘E‘:;‘a‘a‘c‘i‘a‘e‘:‘:;,-‘*‘e‘:‘:;;‘*‘e‘t‘:;;b‘a‘c‘:;‘a‘e‘:‘:;‘g‘a
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Most encouraging though was the strong monthly
uptake of non-food trade (+6.9 % MoM) which signals
consumer confidence is improved and households may
be ready to make longer term buying decisions.

Retail trade of fuels index (2005=100, SA)
—— Retail trade of non-foods index (2005=100, SA)
-----Retail trade of foods index (2005=100, SA)

——Retail trade index (2005 =100, SA)

Source: NIS, OTP Research
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In January, the producer price index rose by 5.7% YoY ' producer price index rose in January due to prices o
compared to 4.9% YoY. The hike was driven by prices on the local market

the domestic market (+6.7% YoY) while on the external 35
market, the pace was much lower, +3.8% YoY.
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The net monthly wage increased by 5.5% YoY in January, to =
1548 RON but the real wage suffered a decline of 0.4% L 1s
YoY. Gross monthly wage stood at 2138 RON. 15 1
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Gross monthly wage wa2138 RON+5.7 YY)

—— oross wage growth rate (3M moving avg.,YoY,

= inflation (3M moving average,YoY, %)

Source: NIS, OTP Research

Medium-term macroeconomic forecast*

Real GDP 7.9% 6,3% 7.3% -6,6% -1,1% 2.2% 0,0% 1,5%
Househaolds consumption expenditure 12.,9% 12,0% 5.0% -10,4% -0.2% 1.2% 0,8% 2,0%
Government consumption -11,56% 2.5% 6.2% 9.5% -13,7% -0.3% -1,4% 1,5%
Gross fixed capital formation 19,9% 30,3% 16,6% -28.1% -1.8% 7.3% 11,0% 5,2%
Exports 10,4% 7.8% 8,3% -6.4% 13,2% 10,3% -3,0% 0,4%
Imports 22 6% 27.3% 7.9% -20,5% 11,1% 10,0% 0,2% 1,6%
Consumer prices (avg.) 6.6% 4 8% 7.8% 5.6% 6.1% 5.8% 3.3% 4,1%
Budget Balance (GDP%, ESA 95) -2,.2% -2,9% -5,7% -9,0% -6,8% -5.5% -3,6% 3.3%
Public debt (GDP %) 12.4% 12.68% 13.4% 23 6% 30,56% 33.3% 35,0% 36,6%
CA balance (% GDP) -10,5% -13.4% -11,6% -4.2% -4 4% -4 6% 4,4% 4,6%
CA balance (bn EUR) -10,2 -16.8 -16,2 49 55 -6,0 6,1 6,6

Unemployment 7.3% 6.4% 5.8% 6,9% 7.3% 7.4% 7.1% 6,9%
Mominal wage growth 18.4% 21,8% 26,1% 4,8% 31% 4.1% 4,5% 4,4%
Real wage growth 9.0% 14, 7% 16,5% -1,5% -3.7% -1,9% 1,5% 0,3%
Key interest rate (avg.) 8.6% 7.5% 5.7% 9.1% 6.5% 6.2% 5,33% 5,25%
Key interest rate (e.o.p.) 8.8% 7.5% 10,3% 8.0% 6,3% 6.0% 5,25% 5,25%
EUR/RON (avg.) 3,52 3.4 3,68 4,24 4,21 4,24 4,45 4,47

EUR/RON (e.0.p.) 3,38 3.61 3,99 423 428 432 4,50 4,43

Source: Eurostat, NBR, OTP Research

Note: * under revision
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FX markets: The leu remained almost flat last week

The leu remained almost flat last week and it did not react to the
removal of the liquidity cap by the Central Bank (and the injected
amount was anyway lower than in the previous week). Interest for the
Romanian bonds remained high, but the Treasury has sold to a
great extent the targeted amount for Q1 2013, between 18-20 bn RON
(it actually sold 16.4 bn RON and the auctions left for this month do not
comprise any of the 3 ISINs which are part ofthe J M Mo r gmaergings
market bond index, like the ISIN auctioned last Thursday). So from this
poi nt of Vi ew, support for t he 1l
residents) may be limited in the short term. In the short term, a factor that
may worsen investorsd perception of the region could be the political
situation in Italy. Uncertainty regarding the political outlook in ltaly is the
reason for which Fitch has downgraded Italy& sovereign rating. We
expect the leu to weaken marginally in the short term and look forward to
Q2 planned debt sales.

The leu remained almost flat last week
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Last data: 003.2013

. FxBD |
Value Weekly chg. (%) YTD chg. (%)
EURRON 435 §  -0,08 $ -2,06
USDRON 332 § 047 4 -140
CHFRON 352 § AN $ 427
RONJPY 350 § 280 4 -980
RONPLN 1,04 § 057 £+ 1410
100HUFRON 146 §  -1,09 § 435
RONCZK 017 4 0,77 ¥ -339
RONRUB 011 § -063 4 19
RONRSD 004 § -029 4 -150
RONBGN 222 § 0,04 ¥ -205

Source: Reuters
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Government securities: The yield curve is shifting down

Last data: 003.2013

N ] ) RON GOVERNMENT SECURITIES

GovernmenF se.curltle.s yields coptlnued to drop last week up to 12 bp (as of Value (%) Weekly chg. (bp) YTD chg. (bp)
Thursday), in line with the decline seen by the money market rates. We 6M 533 § -1 § 86
believe there is more potential for yields to decline, given that we still expect ~ 12M 538 ¢ -2 $
money market rates to adjust downwards ¥ ML ¥ -2 v 10
: 5Y 552 § 10 § 68
10Y 562 8§ 9 § 76

The Treasury sold the plan amount in bonds last week: 500 mn RON of Value (bp) Weekly chg. (bp) YTD chg. (bp)
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T-Bills auction inMarch (in RON)

500.000.000
500.000.000

RO1314CTN060 | 11.03.2013|13.03.2013| 12.03.2014
RO1314CTNO78 | 18.03.2013]20.03.2013| 19.03.2014

Source: Ministry of Finance, OTP Research
Bondsauctions inMarch (in RON)

FLY 3-5-10 (bp)

RO1216DBN030|07.03.2013|11.03.2013| 27.01.2016 X 500.000.000
RO1214DBNO068 | 14.03.2013| 18.03.2013 | 28.07.2014 500.000.000
RO71320DBN022|18.03.2013|20.03.2013| 29.04.2020 £00.000.000
RO1323DBN018 [21.03.2013|25.03.2013 | 26.04.2023 500.000.000

Sources: Ministry of Finance, OTP Research
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3Y Interest rates

3Y Auctions data

€T0Z/€0/1T
€10Z/20/5C
€102/20/81
€10¢/20/90
€10Z/10/1°C
€102/10/9T
€10Z/10/¥T
roz/et/ve
zroe/11/8¢
zroz/11/61
210Z/01/%2
z10Z/0T/ST
z102/60/1C
z1oz/Lo/9t
Z10z/€0/9t
2102/20/90
2102/10/9T
110Z/11/12
110z/0T /¥
1102/60/61
1102/80/22
1102/50/90
010Z/11/62
010Z/11/80
010¢/20/80
010¢/10/1T
6002/21/12
600Z/1T/€2
600Z/11/0T
600z/01/9¢
6002/60/1¢
6002/80/¥2
800Z/71/TC
800¢/01/02
800¢/60/2T
800¢/80/5C

i Accepted amount (RON mn)

mm Offered amount (RON mn)
—Bid-to-cover ratio (r.h.s)

Sources: NBR, OTP Research

Sources: NBR, OTP Research

auction results

weekos

Last

Source: NBR, OTP Research




