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Romanian Economy

 Romania registered a current account (C/A) deficit of EUR

2.05bn in the first four months of 2018, higher by 14.9%

than in the corresponding period of 2017.

 The trade deficit for goods was EUR 3.5bn in

4M2018, up 13.5%yoy, with both exports and

imports diminishing their monthly growth pace due to

seasonal effects. Nevertheless, exports increased in

4M2018 by 9.8% compared with the corresponding

period of 2017, while imports increased by 10%yoy.

The highest exports’ share was represented by the

machinery and transport equipment (48.3%, out of

which 39.1% in relation to the EU). In terms of

imported goods, transport equipment is also the

most significant, at 37.3%, followed by raw materials

(20%) and chemical products (13%).

 69.5% of the goods’ deficit was covered by the

surplus in the services’ balance (which reached EUR

2.4bn at the end of April, lower by 5.6%yoy in

4M2018).

 Primary income posted a net outflow of EUR 1.4bn

in 4M2018, while the secondary income stood at

EUR 0.47bn for the same period.

 FDI amounted to EUR 1.5bn in 4M2018, 25% higher

than the EUR 1.2bn in 4M2017.

 May inflation came out at 5.4%, up from 5.2% in April, due

to higher food, fuel and tobacco prices, while core inflation

was stable. The strong RON had a disinflationary impact in

May. Inflation could peak at 5.7%yoy in June if the oil price

does not rise further and EURRON remains below 4.70.

Inflation is likely to remain above 5% until September, falling

toward 4%yoy by year-end as the effects of last year’s fiscal

measures drop out of the base. The National Bank of

Romania is likely to hike twice more this year to 3%, but

these hikes may come closer to year-end. There are several

risks that may trigger earlier hikes: poor risk appetite for EM

financial assets, the ECB announcing an end to its QE

program and potential tax increases.

 Romanian industrial output increased by 2%mom (working-

day and seasonally adjusted) in April, bucking the

downtrend in the annual growth pace over the previous 4

months (+5.8%yoy at the end of April). The monthly overall

increase was entirely supported by the 3.8%mom (wdsa)

rise in the manufacturing sector, as the production of energy
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Currencies 1D ch (%) 1M  ch (%)

EURUSD 0.06% -1.64%

EURCHF -0.16% -2.61%

USDJPY -0.19% 0.07%

GBPUSD -0.23% -1.82%

Currencies 1D ch (%) 1M  ch (%)

EURPLN 0.28% 0.61%

EURHUF 0.41% 2.41%

EURCZK 0.21% 1.00%

Currencies EUR USD SDR XAU (1g)

18-Jun     4.6662     4.0240     165.67     0.1231

18-Jun

15-Jun

14-Jun

M id-rate 1Y 3Y 5Y 10Y

18-Jun 3.1 3.9 4.5 4.9

15-Jun 3.1 3.9 4.5 4.9

14-Jun 3.1 3.9 4.5 4.9

ROBOR 1M 3M

18-Jun 2.95 2.90

15-Jun 2.95 3.00

14-Jun 2.95 3.00

Euribor 3M 6M

15-Jun -0.32 -0.27

14-Jun -0.32 -0.27

13-Jun -0.32 -0.27

USD Libor 3M 6M

15-Jun 2.33 2.50

14-Jun 2.33 2.50

13-Jun 2.34 2.50

Index 1D ch (%) 1M  ch (%)

S&P 500 -0.28% 1.82%

Dow Jones -0.54% 0.75%

FTSE -0.03% -2.01%

DAX -1.36% -1.25%

Hang Seng -0.43% -2.57%

Bucharest BET -0.46% -4.81%

Last

2,772.0

24,954.9

7,631.3

CURRENCIES - MAJORS

CURRENCIES - CEE

CURRENCIES - RON

EURRON USDRON

Last

1.1615

1.1558

110.47

1.3248

Last

8,163.8

12,834.1

30,309.5

STOCK MARKETS

4.668 4.019

4.660

4.667

2.08

2.09

2.70

MONEY MARKET RATES - MAJORS

MONEY MARKET RATES - LOCAL

4.2991

323.70

2.70

25.77

2.07

FIXED INCOME MARKET YIELDS - LOCAL

CURRENCIES - NBR REFERENCE

1M

1M

-0.37

-0.37

-0.37

ON

2.50

4.018

4.033
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International and Romanian Markets

 While G7, the Kim-Trump summit, US CPI data and even the FOMC decision hardly moved the rates

complex, the ECB’s verdict was highly supportive of core and periphery. Following the ECB’s revised

forward guidance, market expectations of the bank’s rate-hike path appear to be extraordinarily

cautious. Further rate guidance might be given at the ECB forum in Sintra, Portugal, from Monday

through Wednesday. German government bond yields dropped by up to 12bp and are now more or

less back to the levels that prevailed before a quartet of hawkish ECB statements pushed them up

one week ago. Periphery liked the ECB’s stance as well, with Italian government bond yields falling by

up to 45bp in the aftermath of the ECB statement.

 Romanian government bond (ROMGB) yield curve flattened somewhat over the previous week. The

short end of the curve increased, with the 1Y ROMGB adding 3bp to 3.03%, while the 3Y-10Y

segment decreased by 2bp, with the 10Y ROMGB trading close to 4.90%. The MinFin placed on

Thursday a planned RON 0.4bn in T-bonds with residual maturity of 0.9 years. The average accepted

yield was 3.09%, in line with the mid-quotes prevailing on the secondary before the auction. Demand

was good, with a bid-to-cover ratio of 1.38x. Monday’s auction was also well bid and resulted in

MinFin placing RON 0.32bn, slightly above plan, in T-bonds with 2.8 years residual maturity.

 ROBOR rates continued to steepen in the last week. The O/N – 1W segment decreased by 17bp and

5bp to 2.63% and 2.78%, respectively, as we are approaching the end of the current reserve period.

The 3M-6M segment, however, inched marginally higher, to 2.92% and 3.03% (+2bp and +3bp,

respectively). The NBR continued its deposit taking operations on 18 June, as liquidity conditions

seem to be improving in the interbank market. 13 participants placed a total of RON 5.5bn at the NBR

(up from RON 2.2bn last week) at the 2.50% monetary policy interest rate.

 The EURRON traded in the 4.6575 – 4.6685 range between 11 – 15 May. The pair is currently quoted

close to 4.6670, stabilizing around the upper bound of the range for the second consecutive week.

The ECB’s and Fed’s intentions on rates have created a negative mix for the EUR, dragging

EURUSD sharply lower below 1.16. As a result, USDRON breached the 4 threshold, trading above

this level in the second half of the week.

 UniCredit Research revised downward its EURUSD forecast to 1.20 (from 1.32) for 2018 and to 1.25

(from 1.36) for 2019. While UniCredit remains long-term positive on EURUSD, it now sees less

upside than before. The uncertainty surrounding the impact of higher US tariffs on highly export-

oriented regions, as well as increased political uncertainty in the Eurozone, will likely lead to

investment flows being less dollar-bearish – and less euro-positive – than previously thought.

UniCredit Research continues to see the recent strengthening of the dollar as temporary as a fiscal

expansion this late in the cycle is usually associated with FX weakness.

Romanian Economy (continued)

 and the mining sector posted negative performances (-6.2%mom and -0.6%mom, respectively).

Going forward, given the high exposure of industrial output to the European market demand, the

heightened protectionist rhetoric is likely to pose a risk to growth, limiting the expansion.
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European Economy

 The ECB announced on 14 June two important changes to its monetary policy stance. First, they plan

to taper QE in 4Q18 reducing the monthly purchases to EUR 15bn and stop the program in

December. Second, they announced a new (and dovish) forward guidance on policy rates, stating

they expect no rate change “at least through the summer of 2019”. This increases the risk that

UniCredit’s forecast for a first hike in June 2019 might prove too bullish. The ECB has just stated how

it expects its policy to develop going forward and, given the high and rising uncertainty around the

outlook for activity and inflation, keeps the optionality to depart from the announced policy path if the

outlook changes. The intention of the ECB seems clear: calling the end of QE while reassuring

markets that policy rates will remain steady for long amid increased uncertainty. A good balancing act,

in UniCredit Research’s view, which was strengthened by Draghi’s overall cautious tone. The market

reaction was dovish, as the rate message is seen offsetting the (largely expected) trajectory for asset

purchases.

US Economy

 The Federal Reserve delivered on 13 June another 25bp rate hike, in line with expectations, lifting the

fed funds target rate to a range of 1.75%-2.00%. The interest paid on excess reserves was lifted by

only 20bp in order to bring the effective fed funds rate back to the middle of the target range. The

updated Summary of Economic Projections contained some minor upgrades to the growth and

inflation outlook. The main change was arguably the upward move of the 2018 dot. The majority of the

FOMC now expects a total of four rate hikes this year (up from three), which is in line with UniCredit

Research’s baseline forecast. The post-meeting statement contained various wording changes. In

essence, they all reflect the Committee’s increased confidence in the economic outlook and the

growing conviction that further gradual normalization of the policy stance is needed.
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Focus Ahead: 18 – 22 June

UniCredit Weekly

 The MinFin will sell on Thursday: RON 0.2 in T-bonds with

residual maturity of 13.3 years.

 Demand for MinFin’s auctions improved in June, as higher

yields made the issues more appealing. However, given the

long time-to-maturity for this particular bond, we can not rule

out a partial allocation outcome.

MinFin Issues

Data Source: Thonsom Reuters
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Data Calendar

ISIN Code Auction Date Maturity Date Months Planned Amount Currency Total Applications Total Allocated Yield (avg)

RO1821DBN052 25-Jun-18 27-Oct-21 41 500 lei

RO1631DBN055 21-Jun-18 24-Sep-31 161 200 lei

RO1521DBN041 18-Jun-18 22-Mar-21 34 300 lei 529 319 4.05

RO1519DBN037 14-Jun-18 29-Apr-19 11 400 lei 552 400 3.09

RO1823DBN025 11-Jun-18 28-Jun-23 61 500 lei 955 658 4.8

RO1722DBN045 7-Jun-18 8-Mar-22 46 500 lei 714 500 4.57

RO1818CTN060 7-Jun-18 10-Dec-18 6 300 lei 625 169 2.93

RO1624DBN027 4-Jun-18 29-Apr-24 72 500 lei 410 231 4.78

BOND ISSUES - JUNE

19-Jun-2018 United States United States-Housing Stats - Housing Starts Number MM May. 2018 1.35 1.32 1.29

United States United States-House Starts - Building Permits: Number May. 2018 1.37 1.35 1.35

Eurozone Euro Zone-ECB c/a - Current Account SA, EUR Apr. 2018 32

Eurozone Euro Zone-ECB c/a - Current Account NSA,EUR Apr. 2018 40.6

20-Jun-2018 United States United States-Current account - Current Account Q1 2018 -129 -128.2

Germany Germany-PPI - Producer Prices YY May. 2018 2.6 2

Germany Germany-PPI - Producer Prices MM May. 2018 0.4 0.5

21-Jun-2018 Eurozone Euro Zone-Consumer confidence - Consumer Confid. Flash Jun. 2018 -0.2 -0.1 0.2

United States United States-Jobless - Initial Jobless Claims w/o Jun. 11, 2018 221 218

22-Jun-2018 Eurozone Euro Zone-PMI Flash - Markit Comp Flash PMI Jun. 2018 54.1 53.9 54.1

Eurozone Euro Zone-PMI Flash - Markit Serv Flash PMI Jun. 2018 53.8 53.6 53.9

Germany Germany-PMI Flash - Markit Comp Flash PMI Jun. 2018 53.4 53.5 53.1

Germany Germany-PMI Flash - Markit Service Flash PMI Jun. 2018 52 52.2 52.1

Germany Germany-PMI Flash - Markit Mfg Flash PMI Jun. 2018 56.4 56.1 56.8
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Economic Forecasts

2015 2016 2017E 2018F 2019F

GDP (EUR bn) 160.3 169.8 187.5 201.2 213.7

Population (mn) 19.9 19.8 19.6 19.6 19.5

GDP per capita (EUR) 8067 8591 9546 10275 10946

Real economy yoy (%)

GDP 4.0 4.8 7.0 4.4 3.6

Household Consumption 5.9 7.6 10.2 5.4 4.0

Fixed Investment 7.4 -2.0 5.4 1.3 3.4

Collective Public Consumption 0.2 3.1 1.6 1.6 0.9

Exports 4.6 8.7 9.5 7.5 5.9

Imports 8.0 9.8 11.1 8.8 7.1

M onthly wage, nominal (EUR) 576 643 724 939 981

Unemployment rate (%); ILO avg 6.8 5.9 4.9 4.5 4.4

Fiscal accounts (% of GDP)

Budget balance -0.8 -3.0 -2.7 -3.4 -3.6

Primary balance 0.5 -1.7 -1.5 -2.0 -2.1

Public debt 37.9 37.6 36.8 36.9 37.7

External accounts

Current account balance (EUR bn) -2.0 -3.5 -6.5 -8.2 -8.6

Current account balance/GDP (%) -1.2 -2.1 -3.4 -4.1 -4.0

Net FDI (% of GDP) 1.8 2.7 2.4 2.4 2.3

Gross foreign debt (% of GDP) 57.4 54.7 50.1 46.7 43.9

Fx reserves (EUR bn) 32.2 34.2 33.5 32.1 30.7

Inflation/M onetary/FX

CPI (pavg) -0.6 -1.5 1.3 4.6 3.4

CPI (eop) -0.9 -0.5 3.3 3.5 3.5

Central bank  inflation target 2.5 2.5 2.5 2.5 2.5

Central bank key rate (eop) 1.75 1.75 1.75 3.00 3.00

3M  money market rate (eop) 1.03 0.83 2.13 3.10 3.09

RON/USD (eop) 4.15 4.30 3.89 3.92 3.80

RON/EUR (eop) 4.52 4.54 4.66 4.71 4.75

RON/USD (pavg) 4.01 4.06 4.05 3.89 3.80

RON/EUR (pavg) 4.44 4.49 4.57 4.66 4.68

MACROECONOMIC DATA AND FORECASTS

UniCredit Forecast, eop Current Sep-18 Dec-18 Mar-19 Jun-19 Sep-19 Dec-19

EURRON 4.668 4.650 4.710 4.678 4.700 4.650 4.750

EURUSD 1.161 1.190 1.200 1.210 1.230 1.240 1.250

EURCHF 1.156 1.170 1.180 1.190 1.200 1.190 1.180

USDRON 4.021 3.908 3.925 3.866 3.821 3.750 3.800

CHFRON 4.039 3.974 3.992 3.931 3.917 3.908 4.025

EURIBOR 3M -0.37 -0.35 -0.35 -0.25 -0.10 0.00 0.10

ROBOR 3M 3.00 2.75 3.10 3.10 3.05 3.05 3.09
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but not limited to the following: (i) the UniCredit Group does not hold material equity interests in the companies that

are the object of this report; (ii) the companies that are the object of this report do not hold material equity interests in

the UniCredit Group; (iii) the UniCredit Group does not have material financial or commercial interests in the

companies or the securities that are the object of this report; (iv) the UniCredit Group is not involved in the

acquisition, sale and/or trading of the securities that are the object of this report; and (v) the UniCredit Group does

not receive compensation for services rendered to the companies that are the object of this report or to any related

parties of such companies..

Notice to Canadian investors: This communication has been prepared by UniCredit Bank AG, which does not have

a registered business presence in Canada. This communication is a general discussion of the merits and risks of a

security or securities only, and is not in any way meant to be tailored to the needs and circumstances of any

recipient. The contents of this communication are for information purposes only, therefore should not be construed

as advice and do not constitute an offer to sell, nor a solicitation to buy any securities.

Notice to Cyprus investors: This document is directed only at clients of UniCredit Bank who are persons falling

within the Second Appendix (Section 2, Professional Clients) of the law for the Provision of Investment Services, the

Exercise of Investment Activities, the Operation of Regulated Markets and other Related Matters, Law 144(I)/2007

and persons to whom it may otherwise lawfully be communicated who possess the experience, knowledge and

expertise to make their own investment decisions and properly assess the risks that they incur (all such persons

together being referred to as “relevant persons”). This document must not be acted on or relied on by persons who

are not relevant persons or relevant persons who have requested to be treated as retail clients. Any investment or

investment activity to which this communication related is available only to relevant persons and will be engaged in

only with relevant persons. This document does not constitute an offer or solicitation to any person to whom it is

unlawful to make such an offer or solicitation.
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Notice to Hong Kong investors: This report is for distribution only to “professional investors” within the meaning of

Schedule 1 to the Securities and Futures Ordinance (Chapter 571, Laws of Hong Kong) and any rules made

thereunder, and may not be reproduced, or used by or further distributed to any other person, in whole or in part, for

any purpose. This report does not constitute or form part of an offer or solicitation of any offer to buy or sell any

securities, nor should it or any part of it form the basis of, or be relied upon in connection with, any contract or

commitment whatsoever. By accepting this report, the recipient represents and warrants that it is entitled to receive

such report in accordance with, and on the basis of, the restrictions set out in this “Disclaimer” section, and agrees to

be bound by those restrictions.

Notice to investors in Ivory Coast: The information contained in the present report have been obtained by

Unicredit Bank AG from sources believed to be reliable, however, no express or implied representation or warranty is

made by Unicredit Bank AG or any other person as to the completeness or accuracy of such information. All opinions

and estimates contained in the present report constitute a judgement of Unicredit Bank AG as of the date of the

present report and are subject to change without notice. They are provided in good faith but without assuming legal

responsibility. This report is not an offer to sell or solicitation of an offer to buy or invest in securities. Past

performance is not an indicator of future performance and future returns cannot be guaranteed, and there is a risk of

loss of the initial capital invested. No matter contained in this document may be reproduced or copied by any means

without the prior consent of Unicredit Bank AG.

Notice to New Zealand investors: This report is intended for distribution only to persons who are “wholesale

clients” within the meaning of the Financial Advisers Act 2008 (“FAA”) and by receiving this report you represent and

agree that (i) you are a “wholesale client” under the FAA (ii) you will not distribute this report to any other person,

including (in particular) any person who is not a “wholesale client” under the FAA. This report does not constitute or

form part of, in relation to any of the securities or products covered by this report, either (i) an offer of securities for

subscription or sale under the Securities Act 1978 or (ii) an offer of financial products for issue or sale under the

Financial Markets Conduct Act 2013.

Notice to Omani investors: This communication has been prepared by UniCredit Bank AG. UniCredit Bank AG

does not have a registered business presence in Oman and does not undertake banking business or provide

financial services in Oman and no advice in relation to, or subscription for, any securities, products or financial

services may or will be consummated within Oman. The contents of this communication are for the information

purposes of sophisticated clients, who are aware of the risks associated with investments in foreign securities and

neither constitutes an offer of securities in Oman as contemplated by the Commercial Companies Law of Oman

(Royal Decree 4/74) or the Capital Market Law of Oman (Royal Decree 80/98), nor does it constitute an offer to sell,

or the solicitation of any offer to buy non-Omani securities in Oman as contemplated by Article 139 of the Executive

Regulations to the Capital Market Law (issued vide CMA Decision 1/2009). This communication has not been

approved by and UniCredit Bank AG is not regulated by either the Central Bank of Oman or Oman’s Capital Market

Authority.

Notice to Pakistani investors: Investment information, comments and recommendations stated herein are not

within the scope of investment advisory activities as defined in sub-section I, Section 2 of the Securities and

Exchange Ordinance, 1969 of Pakistan. Investment advisory services are provided in accordance with a contract of

engagement on investment advisory services concluded with brokerage houses, portfolio management companies,

non-deposit banks and the clients. The distribution of this report is intended only for informational purposes for the

use of professional investors and the information and opinions contained herein, or any part of it shall not form the

basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment

whatsoever.

Notice to Polish Investors: This document is intended solely for professional clients as defined in Art. 3.39b of the

Trading in Financial Instruments Act of 29 July 2005 (as amended). The publisher and distributor of the document

certifies that it has acted with due care and diligence in preparing it, however, assumes no liability for its

completeness and accuracy. This document is not an advertisement. It should not be used in substitution for the

exercise of independent judgment.

Notice to Serbian investors: This analysis is only for distribution to professional clients (profesionalni klijenti) as

defined in article 172 of the Law on Capital Markets.

Notice to UK investors: This communication is directed only at clients of UniCredit Bank who (i) have professional

experience in matters relating to investments or (ii) are persons falling within Article 49(2)(a) to (d) (“high net worth

companies, unincorporated associations, etc.”) of the United Kingdom Financial Services and Markets Act 2000

(Financial Promotion) Order 2005 or (iii) to whom it may otherwise lawfully be communicated (all such persons

together being referred to as “relevant persons”). This communication must not be acted on or relied on by persons

who are not relevant persons. Any investment or investment activity to which this communication relates is available

only to relevant persons and will be engaged in only with relevant persons.
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* UniCredit Research is the joint research department of UniCredit Bank AG (UniCredit Bank, Munich or Frankfurt), UniCredit Bank AG London Branch 

(UniCredit Bank, London), UniCredit Bank AG Milan Branch (UniCredit Bank, Milan), UniCredit Bank New York (UniCredit Bank, New York), UniCredit Bank 

AG Vienna Branch (UniCredit Bank, Vienna), UniCredit Bank Austria AG (Bank Austria), UniCredit Bulbank, Zagrebačka banka d.d., UniCredit Bank Czech 

Republic and Slovakia, ZAO UniCredit Bank Russia (UniCredit Russia), UniCredit Bank Romania.


