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Recent macroeconomic developments

C CPI inflation:
V Annual rate:
+3.27% (Dec. 2018/ Dec. 2017)
+4.04% (Dec. 2019/ Dec. 2018)
+2.45% (Sep. 2020/ Sep. 2019)

V Average annual rate:
+4.6%in 2018
+3.8%in 2019
+3.0%AY O6hOG20SNI Huamd ¢ {SLIWGSYDdSNJI i

C GDP growth:
2018:+4.5%
2019:+4.2%
2020 H1/2019 H1:4.5% (provisional data)

C Current account deficit:
2018:EUR 8,960 mn., up 71.7% yoy; 4.4% of GDP; 83.3% covered by FDI and capital accoul
2019:EUR 10,480 mn., up 17.0% yoy; 4.7% of GDP;73.5% covered by FDI and capital accot
Jan.-Aug. 202(EUR 5,789 mn., down 18.5% yoy; 66.3% covered by FDI and capital account
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Recent macroeconomic developmen®

C Foreign Direct Investment:
2018: EUR 4,945 mn., up 1.3% yoy
2019:EUR 4,849 mn., down 1.9% yoy
Jan.-Aug EUR 1,360 mn., down 68.2% yoy

C Fiscal balance (ESA2010 Methodology):
2017:-2.6% of GDP
2018:-2.9% of GDI
2019:-4.3% of GDI

C International reserves (including gold):
2018: EUR 36.8 bn.; forex reserves EUR 33.1 bn.
2019: EUR 37.5 bn.; forex reserves EUR 32.9 bn.
Sep. 2020 EUR 38.0 bn.; forex reserves EUR 32.6 bn.
(the latter covering 4.6 months of prospective goods-and-services imports

C Financial intermediation:
2017:27.1% of GDI
2018:26.4% of GDP
2019:25.2% of GDP

C Real growth of loans to the private sector:
2018/2017:4.5% (RON: 9.9%; foreign currency: -4.4%)
2019/2018: 2.4% (RON: 5.0%; foreign currency: -2.6%)

Sep. 2020/Sep. 201'1.5% (RON: 4.5%; foreign currency: -4.4%)
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The NBR’s main measures (i nc

A monetary policyrate cutby 0.5 pp, A monetary policyrate cut A monetary policyrate cut
to 2.0 percent by 0.25 ppto by 0.25 ppto 1.5 percent
A the symmetrical corridor defined by 1.75 percent A the deposit facility rate
Monetary interest rates on standing facilities A the deposit facility was lowered to 1.0
policy rates around the key rate wasarrowedto rate was reduced to 1.25 percent and the lending
+0.5 pp. Thus, the deposit facility rate  percent andthe lending facility rate to 2.0 percen
stood at 1.5 percent, while the facility rate to 2.25 percen
lending facility rate was lowereit
2.5 percent
A repo transactions directed towards
providing liquidity to credit institutions
Liquidity :
provision A purchases ofeu-denominated
government securitieon the secondary
market
A repo lineof EUR 4.5 billioetween
the ECB and NBR remain in place
Repo lines until end-2020, or as long as necessal
(it was extended in August until
end-June 2021)

18 NATIONAL BANK OF ROMANIA



The NBR’'s main measures (8 nc

A measures to ensure the smooth functioning of paym: A implementation
and settlement systems of the NCMO
recommendation
on restriction
of dividend distributions

. during the COVH29
ORI A allowed creditinstitutionsto use thepreviously built pandemic, in line with the

and capital buffersandnot to comply withthe minimum ESRBecommendation
SRSl liquidity ratio (as long as no dividends are payed)

payment
systems

A increased regulatorflexibility, so thatpandemie
relatedrequests to defer loan payments benefit from
Bark special treatment

A postponedthe deadline for collectingontributions to
the bank resolution fundand delay the reporting
deadlines

A allowed the norbank financial lenders entered in the
Special Register not to temporarily comply with credit
exposure limits

A Significant HR, IT, OPS adjustments/response
A . .

NBRS own S!mllar to corporate approach

operations A Digitalization initiative

A Introduced WFH, up to 70% of staff during lockdown-80% on an ongoing basis
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Variatie curs de schimb ianuarie - octombrie 2020
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Real exchange rate of the RON againstthe EUR

index, 2008=100, monthly averages
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*) seasonally adjusted series

Note: Starting January 2018 (until December 2018), the annual dynamics of the gross wage are adjusted for the effe
changing the way social security contributions are levied and their overall level (from 16.5 percent and 22.75 pi
for employees and employers respectively to 35 percent and 2.75 percent), as well as of the decline in income
from 16 percent to 10 percent, so that the resulting values should reflect developments in unit labour costs.

Source: Eurostat, National Institute of Statistics, National Bank of Romania calculations
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General government balance
(according to ESA 2010)

percent of GDP

200020012002 20032004 20052006 2007 2008 200920102011 201220132014 201520162017 2018 20192020f
f) European CommissiefEuropean Economic Forecast, Spring 202

Source: Ministry of Public Finance, National Institute of Statistics
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Public debt
(according to ESA 2010)

ercent of GDP
45 P
40 held by residents 37.1 37.6 392 50 8 37.4
® held by non-residents : 35.2
35 y 34.0 35.1 34.7
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Note: Government securities in MFIs portfolio as a share of GDP in Dec.08=2.0%, Dec.09=6.7%, Dec.10=9.5%, Dec.112:0 8%, De
Dec.13=11.1%, Dec.14=11.3%, Dec.15=11.2%, Dec.16=10.8%, Dec.17=10.4%, Dec.18=10.1%% endB40.202.2%.

Source: Ministry of Public Finance, National Bank of Romania, National Institute of Statistics
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Inflation rate

annual percentage change

Multi-annual flat target: 2.5% starting 2013

¢ 2012 target
3.0%

-2 ¢ 2011 target
3.0%

-4
Dec.11 Dec.12 Dec.13 Dec.14 Dec.15 Dec.16 Dec.17 Dec.18 Dec.19

Note: Variation band of the target isl percentage point.

Source: National Institute of Statistics, National Bank of Romania
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Contributions to annual inflation rate

contribution to annual inflation rate; percentage points

8 ____________________________________________________________________________________________________________________
m first-round effects of VAT rate cuts
6 Lo tobacco and alcohol
m volatile prices
I ® administrated prices
4 IIII """""""" adjusted CORE2 ~ glRRRRREC pembe

2II

Source:
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Real GDP

annual percentage change; gross data
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Source: National Institute of Statistics, National Commission for Strategy and Prognosis
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GDP structure by expenditure Contribution of demand components
to GDP annual growth
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Source: National Institute of Statistics, National Bank of Romania
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GDP structure by source Contribution of supply components
to GDP annual growth

percent
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Source: National Institute of Statistics, National Bank of Romania
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Current account balance

percent of GDP EUR billion 1
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Current account deficit financing

12 EUR bn., balance EUR bn., balance12
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B current account loans stable flows* | volatile flows** other flows

*) direct investment and capital account
**) portfolio investment and deposits
“+7 0 nf |l owtsf; | dws
Note: External sector statistics for the period 2€ABL8 were subjected to a benchmark revision.
Source: National Bank of Romania
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Credit risk and asset quality indicators

percent percent
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A Prior to the outbreak of the COI® pandemic in

the beginning of 2020, the relevant asset quality
indicators have recorded positive developments:
the nonperforming loan ratio fell to 3.9 percent a
end-March 2020, further placing the banking sec:
in Romania in the EBd&efined medium risk bucket

Over the past years, the efforts to reduce the NP
ratio were significant, coming from a level of
approx. 22 percent in 2014

The challenges brought forward by the new
economic context reflected in a slight increase of
the NPL ratio and the restructuring rate, balancet
by a rise in the NPL coverage by provisions

When | ooking at banks’
adjustments in NPLs were even more noteworthy
from ~30 percent in 2015 down to 7.5 percent in
June 2020

17



Credit risk outlook

A Going forward, we expect the default risk to rise, similar to anticipated
dynamics throughout Europe. However, future developments remain highly
dependent on the economic recovery and the evolution of the pandemic

A A particular point of interest in this case is represented by how debtors who
used the public and private moratoria will rebound: the outstanding amounts
for these debtors reachi1.8bin. lei (14.7 percent of total)

A Under the circumstances, it is paramount that banks start as soon as possib
analysis of debtors’ readi ness to
end

A The gradual buildup afonsistent capital reservesver the past years confers
the Romanian banking sector a good capacity to absorb potential losses

‘r@% NATIONAL BANK OF ROMANIA



Credit exposures at sectoral level

Structure and dynamics of banks exposures at
sectoral level, as a share in total corporate
portfolio

- A Another positive aspect for the Romanian
bankingsectorin the current crisisis the fact

77777 thatit doesnot havesignificantexposuresto

I activity sectors that have been gravely
15% w Impacted by the pandemic,namely HoReCa

104 tourism or air transportation

Ty
5 — A Banksare mainly exposedon sectorssuchas
o manufacturingindustry andtrade (around25

s i LI UTR s Extractive Industry Manufacturing Industry
Utilities s (onsiructions mTrade

e Soryices ool Estate

Source: MPF, NBR, NBR calculations
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Credit quality at sectoral level

A In terms of credit quality, the riskiestsectorsare extractive industry (a non-
performingloanratio of 24 percentasof August2020 down from anall-time
high of 58 percent in March 2017 and construction (17 percent non-
performing loan rate in August 2020 down from an all-time high of 48
percent in May2015).

A Amongsectorswith highestcredit quality there are real estate (NPLratio of
3,4 percent), agriculture (NPLratio of 5 percent), trade and services(NPL
ratio of 5,2 and 5,5 respectively)

A Theforecastof the probability of defaultfor the period June2020- June2021
from a sectoralperspectiveindicatesthat the highestvaluesare recordedin
the caseof construction and agriculture, while at the opposite end is the
manufacturingindustry.
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Analysis ratios for the banking system

Capital adequacy indicators

percent

solvency ratio

——Tier 1 capital ratio for credit risk

Tier 1 capital ratio

=== total capital ratio (CRD IV/CRR)
=== Tier 1 capital ratio (CRD IV/CRR)
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Source: National Bank of Romania
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Liquidity indicators
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Immediate liquidity = (cash, demand deposits and time deposits
with banks + unpledged government
securities + unencumbered bonds) /

Total liabilities (prudentlevel > 30%)
Liquidity ratio = effective liquidity / required liquidity
(regulated threshold = 1)

Note: For the period from 1 May 2020 to 30 September 202!
the liquidity ratio was reported exclusively for tB@ June
2020 and 30 September 2020 reference dates, pursui
to the provisions of Art5 of NBR Regulation No. 6/202(



Banking system profitability

percent
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Note: Starting January 2012, indicators are calculated based orctfpiant reports.

Source: National Bank of Romania
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Maybe a once in a lifetime opportunity (1).....

What 6s on the tabl e?

79.9 bin EUR

Major pillar for the recovery phase
NextGen is 8% of GDP

Ti |l ted towards grant s
But loans are helpful also

Frontloaded, prefinancings, more flexible
Infrastructure/Energy/Green/Digital/R&D

[ entiN eI - et anHEN en-E anH

Need to act, fast and smart!

National recovery and resilience plan for must be produced asap
Execution will be the key

Public sector reform is needed

Public entities need to coordinate, work together

Modest track record (2007-2013; 2014-2020)

New, results-driven, mindset needed

(G- - et e e e
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Maybe a once in a lifetime opportunity (2).....

Loansgrants,NextGen(EURbIn)
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