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ROMANIA
- Overview -

1. Location

• In the South-eastern part of Central Europe, on either side of the Carpathians, on the
lower course of the Danube (1,075 km), with exit to the Black Sea (coast line 245
km);
• Boundaries: 3,150 km;
• Neighbouring countries: Bulgaria, Hungary, the Republic of Moldova, Serbia and
Ukraine.

2. Area

• 238,391 sq. km (ranking twelfth in Europe);
• Land use: farmland 61.8 percent (of which 39.5 percent arable land),
forest 26.1 percent, other 12.1 percent.
21.6 million inhabitants on 1 July 2006 (ranking ninth in Europe);
Density: 91 inhabitants/sq. km;
Urban: 54.9 percent;
Ethnic structure: Romanians 89.5 percent, Hungarians 6.6 percent,
other 3.9 percent;
• Administrative organisation: 42 counties, including Bucharest Municipality
(enjoying county status); 319 towns (103 municipalities) and 2,851 communes;
• Capital city: Bucharest (1.9 million inhabitants);
• Official language: Romanian.

3. Population

•
•
•
•

4. Government

• Republic;
• Legislative body: Parliament (Senate and Chamber of Deputies);
• Executive body: government headed by Prime-Minister (appointed by the
President); following general elections, the President is elected by universal vote for
a five-year mandate.

5. Currency

• Romanian leu (RON); fractional coin – ban;
• Full convertibility;
• Exchange rate set in the interbank forex market on a daily basis;
reference currency – euro.

ABBREVIATIONS

AVAS

Authority for State Assets Recovery

BIS

Bank for International Settlements

BSTDB

Black Sea Trade and Development Bank

BUBID

Bucharest Interbank Bid Rate

BUBOR

Bucharest Interbank Offered Rate

CD

certificates of deposit

EBRD

European Bank for Reconstruction and Development

ECB

European Central Bank

ECOFIN

Council of Economics and Finance Ministers
of the European Union

EFC

Economic and Financial Committee

EIB

European Investment Bank

ESA

European System of National and Regional Accounts

ERM II

Exchange Rate Mechanism II

ESCB

European System of Central Banks

FDI

Foreign Direct Investment

IBEC

International Bank for Economic Co-operation

IBRD

International Bank for Reconstruction and Development

ICSID

International Centre for the Settlement of Investment Disputes

IFC

International Financial Corporation

IFRS

International Financial Reporting Standards

IIB

International Investment Bank

IMF

International Monetary Fund

ISC

Insurance Supervisory Commission

MIGA

Multilateral Investment Guarantee Agency

MFA

Ministry of Foreign Affairs

MPF

Ministry of Public Finance

NDP

National Development Plan

NSC

National Securities Commission

NSSD

National Strategy for Sustainable Development

PEP

Pre-Accession Economic Programme

PSAL

Private Sector Adjustment Loan
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Overview of the main economic, financial, monetary
and foreign currency developments in 2006
1. Key macroeconomic indicators
In 2006, the authorities pursued economic policies and undertook actions in the
context of preparations for Romania’s accession to the European Union on
1 January 2007. Against this backdrop, Romania’s economy continued to post a
good performance in terms of disinflation and economic growth. However, some
risks became more manifest, particularly those related to the widening of the
balance-of-payments current account deficit.
The National Bank of Romania focused on the continuation of disinflation by
consolidating the results of inflation targeting strategy. In this vein, the central
bank set an ambitious central target, i.e. 5 percent ±1 percentage point
(December/December) in order to reduce the inflation differential against the
advanced economies and achieve sustainable anchoring of inflation expectations at
a lower level, given that in 2005 the target band was marginally overshot.
The result of this endeavour was reflected by an annual inflation rate of 4.87
percent at end-2006, backed by the significant drop in core inflation (annual
CORE2 inflation rate fell to 4.5 percent), thereby proving that the central bank
made headway towards attaining its primary objective, i.e. to ensure price stability.
Moreover, in 2006, the Government together with the National Bank of Romania
drafted the first National Convergence Programme, which outlines the
macroeconomic framework and sets the steps to be taken until euro introduction
due for 2014. The timing for adopting the single European currency was
established after setting a calendar for this process based on a cost-benefit analysis.
In preparing this analysis, decision-makers considered the following: (i) the need to
continue implementing substantial structural reforms prior to ERM II entry, while
maintaining the consistency and discipline of macroeconomic policies; (ii) the
outlook for further high capital inflows, especially in the long term, after joining
the EU, which complicates the efforts for setting the central parity as close as
possible to the equilibrium exchange rate; (iii) the necessity to deepen and
consolidate nominal and real convergence with the euro area, also in what regards
the fulfilment of nominal convergence criteria prior to the participation in ERM II
with a view to ensuring as high a likelihood as possible for Romania to limit its
stay in this mechanism to the minimum 2-year period referred to in the Maastricht
Treaty. Even though at first sight 2014 appears to be an insufficiently ambitious
goal, this choice is based on a realistic estimation of feasible and necessary efforts
to accomplish a sustainable nominal and real convergence of the Romanian
economy with the euro-area economies.
The year 2006 also saw the conclusion of capital account liberalisation in
September, paving the way for stronger integration of the national economy into
global financial flows, but rendering the conduct of macroeconomic policies even
more difficult.
National Bank of Romania
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Economic growth. Real GDP grew at a faster pace in 2006 (7.7 percent against 4.1
percent). This development was driven by domestic component of aggregate
demand, whereas the negative contribution of net exports of goods and services to
economic growth increased markedly (from -4.6 percentage points to -6.4
percentage points).
Similarly to the previous year, the chief driver of GDP dynamics was gross fixed
capital formation, the growth rate of which added 3.5 percentage points to 16.1
percent. Final consumption growth also reported a pick-up, with the annual pace of
increase of private consumption speeding up to 12.6 percent, from 9.1 percent a
year earlier; this was fuelled in part by outlays for goods-and-services purchases,
hinting at larger inflationary pressures exerted by consumer demand. In 2006, the
weaker performance of external demand can be attributed to the widening negative
gap between the real growth rate of exports (gathering momentum year on year to
levels comparable to those recorded prior to 2005, amid a slight increase in EU’s
market share and significant structural changes, namely the rise in the share of
goods with higher value added in the total) and that of imports of goods and
services, which hit a 6-year high, pointing to the step-up in investment and private
consumption, as well as to the effects of a stronger leu.
Hence, it may be asserted that in 2006 the essential features of the economic
growth pattern in Romania were as follows: (i) maintenance of GDP above its
potential level (putting upward pressure on consumer prices), the increase in
potential GDP notwithstanding, and (ii) persistence of a domestic/external
imbalance favouring domestic absorption. This state of affairs can be traced to the
following factors:
–

the lag between the time of making some investments and that of their impact
becoming apparent on aggregate supply and productivity;

–

the swift rise in household income, sometimes at a pace exceeding that of
labour productivity, along with the still fast credit growth; both contributed to
the increase in consumption in the current period, behind which stood also the
long period of unfulfilled private consumption in the past few years and the
anticipation of further income hikes (consumption smoothing);

–

the fast development in recent years of activities producing largely nontradables such as services (trade, financial and banking services) and
construction; and

–

appreciation of the domestic currency, which boosted demand for imports, and
the significant wealth and balance sheet effects, which compress the restrictive
nature of the stronger leu on economic activity.

Inflation. The steadily declining trend in inflation continued in 2006, with the 12month inflation rate dropping at year-end to 4.87 percent, down 3.7 percentage
points from the year-earlier reading and marginally below the 5 percent target.
Consolidation of disinflation was also illustrated by the drop in the average change
of the Harmonised Index of Consumer Prices (HICP) from 9.1 percent in 2005 to
10
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6.6 percent in 2006. This variable is used in formulating the Maastricht criterion on
inflation rate. The development led to the reduction of the spread between the
HICP rate for Romania and the average HICP rates of the three best performing EU
Member States in terms of price stability (from 8.1 percentage points in 2005 to 5.2
percentage points in 2006).
Behind the reduction in the annual dynamics of consumer prices (December/
December) stood mainly the package of macroeconomic policy measures, structural
factors and, last but not least, one-off effects. Thus, a significant bearing had the
increased restrictiveness of broad monetary conditions, jointly resulting from the
implementation of monetary policy decisions and of the prudential and
administrative measures taken by the central bank and from the nominal
strengthening of the domestic currency against the euro (7.2 percent1 ). Furthermore,
disinflation was underpinned by the de facto maintenance of a cautious fiscal policy
stance, until end-October at least. Hence, CORE2 inflation (excluding the effects of
administered and volatile prices, as well as adjusting for the impact of excise duties
on tobacco and alcohol) fell considerably, its annual rate dropping to as low as 3.04
percent in December 2006 from 4.81 percent in December 2005.
A favourable impact on the CPI inflation rate continued to have: (i) the less sharp
adjustments of administered prices (their annual change slowed 4 percentage points
to 10.2 percent, remaining however significantly above the average rise in
consumer prices), amid a relative alleviation of pressures on the energy products
market and the strengthening of the leu versus the major currencies and (ii) the
development of modern outlet types for consumer goods, by boosting supply (also
via imported goods) and by promoting an attractive pricing policy; in addition, the
keener competition in retail trade put pressure on domestic producers, given the
high degree of openness of the Romanian economy and the stability of external
prices 2 . One should not overlook the strong downtrend in the annual dynamics of
volatile prices (to -2.5 percent at year-end) due to current developments (the
bumper harvest of fruit and vegetables and cheaper oil on international markets)
and a base effect arising from the adverse shocks manifest in 2005 (widespread
floods, the spike-up in crude oil price). Against this backdrop, inflation
expectations 3 shrank considerably in the latter half of 2006, thereby counting
among disinflation determinants.
The favourable impact of the above-mentioned factors was offset in part by the
inflationary pressures stemming from the robust domestic demand propelled by:
(i)

easing of income policy, wage increases in the expanding private sectors that
have been exposed to the temporary migration of workers, as well as by
larger remittances and transfers from abroad;

(ii)

brisk rise in non-government credit as a result of expectations of sustained
wage growth, as well as of a keener competition among credit institutions to
gain market share;

1

Monthly average, December/December.
Annual growth rate of producer prices for consumer goods exported by the European Union
decelerated to 0.58 percent at end-2006 from 1.76 percent at end-2005.
3
According to the NBR-conducted bank survey.
2

National Bank of Romania
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(iii) change in the fiscal stance in November and December 2006, reflected by a
wider consolidated general government deficit at end-2006 than at end-2005,
with the increase in public spending also spurring aggregate demand in early
2007.
Consolidated general government deficit. Even though 2006 saw an easing of
fiscal policies, mirrored by a widening of consolidated general government deficit
to 1.7 percent of GDP as against 0.8 percent of GDP in 2005 (according to IMF
methodology), this occurred towards the end of the year. At end-October 2006, the
consolidated general government posted a surplus of 2.04 percent of GDP,
meaning that de facto, in the reported period, fiscal policies helped consolidate
disinflation.
For Romania, a matter of concern has remained the share of revenues in GDP
(around 30 percent, by far the smallest across the European Union), falling short of
meeting its EU Member State commitments.
Government debt. The wider budget deficit notwithstanding, government debt
kept contracting, reaching 12.4 percent of GDP at end-2006 from 15.8 percent of
GDP a year earlier (according to ESA95 methodology).
In terms of the Maastricht criteria on the sustainability of the government financial
position, the weights of government deficit and government debt in GDP were well
below the reference values of 3 percent of GDP and 60 percent of GDP
respectively.
External accounts. Even if exports continued to grow fast, they were still
outpaced by imports (16.2 percent and 25.1 percent respectively). Hence, the
current account deficit came in at 10.3 percent of GDP, with the worsening of the
trade balance being partly offset by the increase, for the fourth year in a row, in net
inflows of current transfers (worth EUR 4.8 billion). On the one hand, the massive,
potentially volatile foreign capital inflows act as an additional incentive on the leu
strengthening, thus helping curb inflation in the near run. On the other hand, the
capital streams stoke up excess domestic demand, so that they contribute to the
deterioration of current account shortfall and may trigger risks to financial stability
in the medium term due to the likelihood of a trend reversal. The magnitude of
such reversals could be augmented amid the risk that the excess liquidity currently
prevailing on global markets, which translates into low capital costs and readily
available financing sources for most emerging markets, might decrease markedly
in the future. As a result, those economies recording sharper external or fiscal
imbalances or an unsustainable level of government debt could be badly hit.
Current account deficit was covered up to 90.8 percent from foreign direct
investment. However, medium-term sustainability of this sort of financing is
questionable given the limited stock of privatisable assets and the persistence of the
main determinants of the external imbalance. In this respect, the key factor is the

12
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economic growth pattern based on domestic absorption, not net exports, as
reflected inter alia by:
–

steadily faster increase in imports than in exports (except for 2002);

–

year-by-year deterioration of current account deficit as a share to GDP starting
2003; and

–

reduction, over the same period, of the saving rate to 12.1 percent from
16 percent of GDP.

Other factors that contributed to external account deterioration were the following:
–

wage increases in excess of labour productivity gains in both 2005 and 2006
against the backdrop of a gradual narrowing of labour market;

–

upsurge in hydrocarbon prices in the past few years;

–

nominal appreciation of the domestic currency following the catching-up
process and under the impact of bigger capital inflows ahead of EU accession.

Conversely, substantial inflows of foreign direct investment over the longer term
may exert a favourable impact on external accounts. This should help increase
competitiveness and aggregate supply – including export-oriented supply –, such
sizeable investment being driven by the prospects of large productivity gains and
serving as a substitute for scanty domestic saving.
Unemployment, productivity, wages. In 2006, the annual growth rate of wholeeconomy average wage remained brisk. In year-on-year comparison, gross average
wage rose by 18.9 percent and net average wage by 16.8 percent (nominal terms).
Behind this development stood several factors, of which the following deserve
mention:
(i)

large demand for labour against the background of fast economic
growth. In 2006, average employment rate for persons aged 15 to 64
increased to 58.8 percent from 57.7 percent in 2005.
Moreover, labour market narrowing is reflected by the downtrend in
registered unemployment rate (from 5.9 percent at end-2005 to 5.2
percent at end-2006). The signals coming from employers hint at
increasing difficulties in finding adequately-skilled staff (especially in
construction, tourism and some industrial sectors), the most frequently
cited reason being the migration of workforce abroad.
In contrast to the developments in registered unemployment, the ILO
unemployment rate remained at a level similar to that recorded in
2005, i.e. 7.3 percent; the explanation could lie with the change in the
status of discouraged workers, whose number declined steeply in 2006.

(ii)

National Bank of Romania

rising share of performance-linked bonuses in the wage packages;
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(iii)

pay rises in the budgetary sector 4 and the shift in the seasonal pattern
by granting the “13th month” wage in December, instead of next
January, as it occurred in the previous years; hence, this segment’s
nominal gross wage displayed the fastest pace of increase (27.3
percent).

Across manufacturing, competition pressures caused, among other factors, the
growth rate of wages to lie below the average economy-wide (15.6 percent year on
year in the case of gross wage). Although this increase remained high, actual
productivity gains offset to a large extent the impact of unit labour cost (up 4.8
percent) on producer price dynamics (11.1 percent).

2. Correlation of macroeconomic policies
In 2005, when Romania shifted to inflation targeting, the National Bank of
Romania made clear its focus on pursuing price stability by formulating and
implementing monetary policy within the framework of this particular strategy,
which must be applied in a broader perspective, by closely monitoring and
approaching financial stability and macroeconomic developments lest they should
dent longer-term sustainability of disinflation. Moreover, the other components of
the macroeconomic policy mix could and must play an important part in managing
and correcting macroeconomic imbalances.
Monetary policy. The ambitious inflation targets set by the National Bank of
Romania together with the Government, i.e. 5 percent ±1 percentage point and
4 percent ±1 percentage point for end-2006 and end-2007 respectively, urged the
former to pursue a fairly cautious conduct all through the year under review. The
information available in 2006 H1, including the introduction of the so-called ‘vice
tax’ on tobacco and alcohol and, against this background, the worsening inflation
expectations, led to a year-end inflation forecast of 6.8 percent, 0.8 percentage
points above the upper limit of the target band. In this context, the central bank
increased the restrictiveness of its policies by resorting to the entire array of
instruments, as follows:
–

it raised the policy rate twice, to 8.5 percent and 8.75 percent (in February and
June respectively), the latter level being maintained until year-end, so that the
rise in real policy rate was an active instrument of the central bank;

–

it increased the reserve ratio on foreign exchange-denominated liabilities twice
in 2006 Q1, from 30 percent to 40 percent 5 . Thereafter, the central bank lifted
the reserve ratio on RON-denominated liabilities from 16 percent to 20 percent;

–

it kept in place the administrative measures on lending such as containment of
foreign currency exposure of credit institutions (Norms No. 11/2005); and

–

it enlarged the scope of the regulations concerning containment of credit risk
attached to household loans by including non-bank financial institutions, which
had recently come under the NBR jurisdiction (Norms No. 20/2006).

4
5
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The full capital account liberalisation, concluded in September, along with the
improved investor sentiment after the confirmed accession of Romania to the EU,
resulted in large foreign exchange inflows during December. Such inflows
provided an additional underpinning to disinflation via the appreciation of the
domestic currency. Over the period, the central bank maintained its policy of nonintervention in the foreign exchange market, as decision makers contended that
higher exchange rate volatility may cap the speculative capital inflows. In order to
cap these streams, the National Bank of Romania also resorted to partial
sterilization of excess liquidity in the money market in late 2006, thereby causing
the spread between the actual sterilization rate and the policy rate to widen
temporarily.
Despite the restrictive measures taken by the monetary authority, non-government
credit posted a steep pick-up all through 2006, rising by a real 47.3 percent year on
year, 13.5 percentage points above the previous year’s reading. Specifically, RONdenominated credit increased at a faster pace than foreign currency-denominated
credit (71.2 percent and 27.5 percent in real terms respectively). Such
developments, reflecting a tougher competition among commercial banks in terms
of market share, might fuel inflationary pressures, especially in view of the brisk
rise in borrowings used for purposes other than production. Financial
intermediation, i.e. the share of non-government credit in GDP, advanced to 27.2
percent against 21.1 percent in 2005. Monetisation of the economy, calculated as a
share of M2 in GDP, rose to 32.6 percent, compared with 30.0 percent a year
earlier. Special mention deserves the fact that RON-denominated credit increased
its share in total non-government credit to 52.6 percent, thereby facilitating an
improved pass-through of monetary policy stimuli throughout the banking system.
Sterilization operations performed by the National Bank of Romania dropped from
61.7 percent share-to-GDP to 43.7 percent, also mirroring the increasing
monetisation of the economy, whereas the costs associated with liquidity-absorbing
operations, i.e. the interest paid by the central bank, fell to 0.4 percent of GDP,
from 0.6 percent in the year before.
Fiscal policy. In 2006, the main taxation measures were the following: the 1.5
percentage point cut in social insurance contributions, the introduction of the vice
tax on tobacco and alcohol with a view to raising additional funds to be channelled
to the Health Ministry budget and the revision of budget deficit, from 0.9 percent
of GDP to 2.5 percent of GDP, given the need to finance infrastructure projects.
Eventually, following the scant capacity of preparing major infrastructure projects,
the consolidated general government deficit was no higher than 1.7 percent of GDP
(1.9 percent of GDP according to ESA95 methodology), even though part of the
non-incurred capital spending was offset by the larger current spending. All the
afore-cited measures had negative effects on inflationary pressures. Nonetheless,
the uneven nature of budget execution caused fiscal policy to actually exhibit an
ex post anti-inflationary feature throughout most of 2006.

National Bank of Romania
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Income policy. The increase in gross minimum wage was moderate in 2006 (from
RON 310 to RON 330). However, the relevance of this measure to the wholeeconomy wage dynamics is questionable, given that: (i) for the second year in
succession, the increase in gross minimum wage in the private sector – stipulated in
the national collective labour agreement – was larger (from RON 330 to RON 370)
and (ii) pay rises in the budgetary sector exceeded the whole-economy average.
On one hand, the increase in budgetary-sector pays is a must for having highly
skilled staff and ensuring high quality public services. On the other hand, the brisk
pace of budgetary-sector wage hikes might generate similar claims in the private
sector, the stronger budget constraints notwithstanding.
Administered price policy. The manner in which administered price policy was
conducted throughout 2006 made a substantial contribution to curbing inflation. At
end-2006, the annual rate of increase in administered prices stood at 10.2 percent,
down from 14.2 percent at year-end 2005. The performance was determined by
deflation of medicines prices and low inflation of telephony services and city
transport prices; at the same time, large-scale adjustments were still applied to
natural gas prices (33.6 percent) and water and sewerage services (21.4 percent).
From the perspective of anti-inflationary policy, public authorities should
accelerate administered price adjustments and excise duty increases agreed upon
with the European Union, although this implies an earlier-than-scheduled
implementation of the pre-announced calendars.
This should be done since inflation must consolidate at low levels before Romania
enters ERM II (which would render difficult the subsequent incorporation of
sizeable administered price increases into the CPI), on one hand, and the
preparation of a transparent calendar for administered price hikes would contribute
to the stabilisation of muted inflation expectations, on the other hand.
Structural policy. The private sector is prevalent in the Romanian economy in
terms of quantity and quality. Out of the nearly 11,000 enterprises in the portfolio
of the Authority for State Assets Recovery at the beginning of the transition period,
some 450 privatisable companies were left at end-2006. Of course, the landmark
privatisation deal of 2006 was the conclusion of the sale of Banca Comercială
Română (BCR), which brought EUR 2.23 billion into the government’s coffers.
Also in 2006, the abovementioned authority sold its majority equity stakes in 12
companies and disposed of the minority holdings in other 25 enterprises on the
domestic capital market.
The reduction, from 72 to 49, in the number of companies monitored in accordance
with Government Emergency Ordinance No. 79/2001 is yet another indication of
the retrenchment in the loss-making, state-run sector of the economy. Thus, 16
firms were taken out of the list after their being privatised and eight other economic
agents after they had agreed to undergo either voluntary liquidation or insolvency
proceedings. Nonetheless, although the number of companies subject to
monitorisation declined by one third, the remaining firms still incurred losses or
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arrears higher than the programmed figures. This should make the authorities
pledge further efforts aimed at strengthening financial discipline given that the
European Union will no longer accept, except for well-grounded cases, arrears to
the public budget, considered as grants-in-aid.

3. EU integration and relations with international organisations
In 2006, the NBR further monitored and ensured the fulfilment of commitments
assumed during the negotiations on the chapters related to its field of competence,
with a view to preparing Romania’s accession to the European Union. According
to these commitments, September 2006 saw the completion of capital account
liberalisation, thus removing any restrictions on operations in money market
instruments. Furthermore, given that, as of the accession date, Community
regulations are fully applicable to domestic laws, the NBR Board approved a
comprehensive list with all applicable Community regulations to be submitted to
credit institutions.
During the period under review, the National Bank of Romania contributed to the
first National Convergence Programme prepared by the Government. According to
this document, ERM II entry is scheduled for 2012, while euro adoption is
forecasted for 2014. This time span was deemed necessary in order to achieve
nominal convergence, but also to ensure its sustainability through a sufficient
degree of real convergence. Moreover, the NBR was invited to contribute,
according to its field of activity, to the drafting of the 2007-2010 National Reform
Programme (Lisbon Strategy), of the 2007-2013 Post-Accession Strategy, as well
as of the National Strategy for Sustainable Development (NSSD), i.e. the
documents outlining the medium-term trajectory of the Romanian economy.
After the signing of the EU Accession Treaty, the NBR was invited to participate –
as an observer until 1 January 2007 and as a full member afterwards – in the
meetings of ESCB structures. The central bank is currently represented in the
General Council, the main decision-making body of the ESCB, by the governor
and the deputy governor in charge of European integration matters; in addition,
some 60 persons represent the NBR and take active part in the meetings of the
12+1 ESCB committees and substructures.
As far as PHARE non-redeemable assistance is concerned, the NBR completed the
PHARE 2003 programme “Strengthening banking supervision and institutional
development of the National Bank of Romania” in November 2006, with a single
project extended until March 2007. The programme was aimed at strengthening the
NBR’s institutional capacity and provided a credit line worth EUR 2.516 million,
focusing on: (i) strengthening banking supervision; (ii) financial accounts statistics;
(iii) enhancing the expertise of NBR staff in the legal field; (iv) further
harmonisation of banking legislation (Basel II); (v) bringing the NBR’s internal
audit in line with the practices of central banks in other EU Member States with a
view to ensuring integration of the NBR in the European System of Central Banks;
(vi) completing the subproject “Computerisation of NBR’s accounting activity”;
and (vii) automated processing of market operations.
National Bank of Romania
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As concerns Romania’s relations with the IMF, 6 July 2006 saw the conclusion of
the precautionary stand-by arrangement. Under the circumstances, Romania’s
relation with the IMF is presently based mainly on the latter’s supervision function,
through reviews of economic, monetary, fiscal and structural policies and
developments under the annual consultations laid down in Article IV of the IMF’s
Articles of Agreement. Thus, the IMF mission visited Bucharest twice: in
February, to assess the economic developments in 2004-2005 and the outlook for
2006, and in October, to review the draft budget for 2007 and the dynamics of
macroeconomic indicators. As regards inflation targeting technical assistance, a
team of experts from the IMF and Česká Národní Banka (Czech National Bank)
visited Bucharest twice starting 2006.
In June 2006, the World Bank’s Board of Executive Directors debated the new
Country Partnership Strategy for Romania, spanning 2006-2009 and including
loans estimated at USD 450-550 million per year, as well as advisory services. As
far as the World Bank is concerned, Romania ranks second in Europe and Central
Asia in terms of the size of the project portfolio. Four new agreements were signed
in 2006, totalling USD 408 million, the most important one being supportive of the
transport sector.
The 2006 Annual Meeting of the EBRD’s Board of Governors debated the Bank’s
policy with regard to countries having joined the European Union. So far, Romania
has ranked second among the EBRD’s countries of operation in terms of the
volume of financial assistance received. The EBRD and Romania signed 15 new
agreements in 2006, amounting to EUR 165 million altogether.
Rating agencies further upgraded Romania’s ratings in 2006. Thus, on 6 October
2006, Moody’s improved Romania’s country ceiling for foreign currency debt
from Ba1 to Baa3 (investment grade), while Fitch elevated the rating from BBB- to
BBB on 31 August 2006.

4. Banking system
During 2006, the banking system continued to consolidate, as reflected by the
following:
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-

the completion of privatisation of Banca Comercială Română, which was
subject to a takeover by Erste Bank in a EUR 3.75 billion deal, a record figure
for the transition period;

-

the merger between HVB and “Ion Ţiriac” Bank under the logo HVB Ţiriac
and the start of its merger with UniCredit Bank;

-

the acquisition of the majority stake in Daewoo Bank by Cassa di Risparmio di
Firenze S.p.A., causing the former bank to be reclassified from the group of banks
with domestic private capital to the group of banks with foreign private capital;

-

the takeover of Romexterra Bank by MKB Bank of Hungary and the takeover
of Mindbank by Greece-based ATE Bank, causing the number of banks with
majority domestic private capital to drop to three;
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-

the change of the majority shareholder of Eurom Bank, which became Bank
Leumi after being acquired by the Israel-incorporated credit institution with the
same name;

-

the change of the main shareholder of MISR Romanian Bank, which was
acquired by Banque du Liban et d’Outre-Mer of Lebanon and became Blom
Bank Egypt;

-

the alteration o f the name of Finansbank to Credit Europe Bank 6 ; and

-

the revocation of licence granted to Nova Bank.

As far as the Savings Bank (CEC) is concerned, its privatisation strategy that had
been initiated in 2005 continued unfolding. After all legal stages were completed,
two bidders qualified for the final round of the credit institution's privatisation,
namely OTP Bank (Hungary) and the National Bank of Greece, which were to
submit improved financial bids. Given that the former withdrew its bid and the
Privatisation Commission of CEC deemed the latter’s bid amounting to EUR 560
million as insufficient, the privatisation process reached a stalemate and was to be
resumed at a later date. Moreover, considering the bank’s strategic importance in
implementing the direct payment programme in agriculture thanks to its
widespread branch network, the Government decided to increase the share capital
of CEC by RON 500 million.
In view of the above, the Romanian banking system neared a fully private
structure. At end-2006, the share of assets held by privately-owned banks and
banks with majority private capital rose to 94.5 percent of total assets, while the
share of assets owned by foreign-owned banks and banks with majority foreign
capital reached 88.6 percent of total assets. Given the changes to the banking sector
structure, the diversification of the range of bank products and services and the
increase in household purchasing power, the share of bank sector assets in GDP
advanced to 50.5 percent in 2006 from 44.8 percent in 2005.
The indicators defining the quality of asset portfolio also made good progress in
2006. Against this backdrop, overdue and doubtful loans accounted for 0.2 percent of
total loans, in net value terms, whereas the share of past-due and doubtful claims
equalled 0.1 percent of total bank assets. The faster increase of risk-weighted assets
than that of own funds (56.3 percent and 34.4 percent respectively) made the
solvency ratio drop to 18.1 percent at end-2006, remaining however well above the
minimum required level of 12 percent. Heightening competition impacted
profitability indicators, with net profits posting a slower growth rate than those of
total assets and shareholders’ equity. As a result, return on assets (ROA) was 1.3
percent at year-end 2006 compared with 1.6 percent in 2005 and return on equity
(ROE) stood at 10.3 percent in December 2006 as against 12.7 percent a year earlier.
The banking sector continued to expand in a cautious manner, as illustrated by the
outcomes of the stress test for end-June 2006 that confirmed the resilience to
6

In February 2007
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shocks. Even under a worst-case scenario, assuming the domestic currency lost
19.1 percent of its value and the interest rate was cut by 6.1 percentage points, the
resulting systemic risk was low. Under the circumstances, the aggregate solvency
ratio ran at 14.9 percent, i.e. above the minimum required level of 12 percent laid
down in the bank prudential regulations in force in 2006.
The National Bank of Romania adapted the entire legislative framework governing
risk management to Basel II requirements. Hence, commercial banks may
implement this framework as early as 2007 but no later than 2008.
One of the commitments assumed by the National Bank of Romania during the
negotiations with the European Union was aimed at implementing Directive
2002/87/EC on financial conglomerates. This task was completed in 2006 by
enacting Government Emergency Ordinance No. 98/2006 on the supplementary
supervision of entities (credit institutions, insurance undertakings and financial
investment companies) in a financial conglomerate with a view to ensuring
stability and protection of depositors, the insured parties and the investors.
Another commitment assumed by Romania refers to the transposition of Directives
2006/48/EC and 2006/49/EC. The provisions of the said Directives were
incorporated into Government Emergency Ordinance No. 99/2006 that defined
minimum access requirements and the operation of credit institutions from other
Member States, as well as the manner in which they would be subject to
supervision. The transposition of technical issues laid down in the said Directives
was achieved via the prudential regulations issued jointly by the National Bank of
Romania, the National Securities Commission and the Insurance Supervisory
Commission.
As for the tasks incumbent on the central bank in regard to the legislation
governing mortgage loans, the National Bank of Romania changed the existing
regulatory framework applicable to credit institutions in order to allow mortgage
loan banks to be included in its scope. In this vein, the central bank issued Norms
No. 10/2006 and Regulation No. 1/2007.
Non-bank financial institutions (leasing companies, guarantee funds, mortgage loan
companies, consumer credit companies, mutual benefit companies, pawnshops,
etc.) were brought starting 2006 under the supervisory umbrella of the central bank.
Thus, Government Ordinance No. 28/2006 was approved, as amended and added
by Law No. 266/2006. Hence, the authorities intended to mitigate risks specific to
this sector and to ensure adequate protection for the customers of such institutions
and equal treatment for such institutions and commercial banks in terms of
competition.
In 2006 too, the National Bank of Romania’s authorisation policy was aimed at
consolidating the banking system by bringing in strong investors capable of
exerting efficient control. In December 2006, the central bank approved the
establishment of Millennium Bank (the first stage of the authorisation process),
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whose founding members are legal entities belonging to the financial group
Millennium Banco Comercial Portugues. Moreover, on 20 December 2006, the
National Bank of Romania granted the operating licence to a branch of Bank of
Cyprus.
Following the coming into force of Government Emergency Ordinance No. 190/
2000 on the regime of precious metals in Romania and of Law No. 591/2004
amending and supplementing the said GEO, the groundwork was laid for
individuals to get back all the types of precious metals seized by the authorities
prior to 1990. The latest amendment to the legislation in this field was brought by
Law No. 82/2007 that stipulated the deadline, i.e. 31 December 2009, by which
legal and natural persons may ask for restitution of objects made of precious metals
and gems. In 2005, the Precious Metals Division was established on the premises
of the NBR Bucharest branch in order to ensure that all applicants are granted
compensations until the end of 2009.
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of the National Bank of Romania
Policy objective
In accordance with its Statute 1 , the primary objective of the National Bank of
Romania is to ensure and maintain price stability; the main task of the central bank
is to formulate and implement the monetary policy.
Under the specific circumstances faced in 2006, the central bank focused on
spurring disinflation and creating favourable conditions for the steady downward
trend of annual inflation rate (December/December), which had started in 2000,
to consolidate over the medium term. The NBR’s objective stemmed from the
annual inflation targets set for the 2-year horizon relevant for the monetary policy
under the current inflation targeting strategy. The annual inflation targets pursued
by the National Bank of Romania for year-end 2006 and year-end 2007,
i.e. 5 percent ±1 percentage point and 4 percent ±1 percentage point respectively,
were set consistent with the Romanian authorities’ commitments stated in the
programming documents prepared for the negotiations aimed at Romania’s joining
the European Union (Pre-Accession Economic Programme and National
Development Plan).

1. Policy challenges
In 2006, the major policy challenge consisted in ensuring that disinflation carried
on and was sustainable, given the macroeconomic climate marked by considerable
inflationary risks, which could have materialised in both short and medium term.
The most significant risks were related to: (i) excess demand, which persisted
throughout the year and was likely to increase further, after the budgetary
programme was revised, reflecting a looser fiscal policy stance and (ii) the
implementation of new stages in the administered price adjustment programme, as
well as in the increase of some indirect taxes.
The central bank became also concerned with the fast-paced widening in the
current account deficit and with the outlook that this trend, associated with high
rates of increase in external debt, would persist. Such developments, which were
seen as additional threats to ensuring sustainable disinflation, occurred against the
backdrop of stronger growth of household consumption and gross fixed capital
formation (the former being fostered by the sizeable rise in disposable income and
in loans to households). To this added the further fast nominal appreciation of the
RON versus the major currencies and stronger pressures exerted in this direction by
volatile capital. Such capital flows into the domestic financial market were spurred
by the convergence play speeding up in late 2006 ahead of Romania’s accession to
1
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the European Union. However, contrary to expectations, the implementation of the
last step of capital account liberalisation on 1 September 2006 did not have a
visible impact on the foreign exchange market and, implicitly, on its price
parameters.
Conducting monetary policy was further complicated by the still incipient
operation stage of the inflation targeting strategy the NBR had officially adopted in
August 2005 and by the implicit absence of a positive track record under the new
framework, which is essential for building central bank credibility and thus for
enhancing the efficacy of anchoring inflation expectations.
Under the circumstances, the ambitious nature of the inflation targets set for 2006
and 2007 led the National Bank of Romania Board to analyse, in early 2006, the
appropriateness of and/or the need for an upward revision of the inflation objective
for year-end 2006 and perhaps of the programmed trajectory of medium-term
disinflation. Nonetheless, the Board rejected the option of revising the inflation
targets. Thus, the monetary authority intended to show its commitment to the
previously announced objectives, on the one hand, and to reconfirm the focus on
the longer-term target, which can be influenced by using monetary policy
instruments, on the other hand. At the same time, the decision was meant to
underpin the efforts aimed at implementing a prudent mix of macroeconomic
policies, which should have a balanced contribution to the achievement of
programmed disinflation. From the perspective of monetary policy implementation
under the inflation targeting strategy, in favour of leaving the targets unchanged
weighed also:
–

the need to better anchor inflation expectations and to gear the decisions of
company managers in this respect, considering that a potential upward revision
of the 2006 target would have led to a significant deterioration of disinflation
performance in the medium term, thereby rendering the future monetary policy
conduct more difficult;

–

the need to take firm and prompt actions, given that monetary policy measures
impact inflation with a certain lag, via aggregate demand; and

–

the need to continue the relatively fast-paced disinflation in the medium term
with a view to ensuring more rapid convergence of inflation rate to the level set
forth in the Maastricht Treaty.

Against this background, the NBR reacted promptly by tightening the monetary
policy stance and broad monetary conditions. During 2006, the central bank
increased gradually their restrictiveness by resorting to all instruments available.
Broad monetary conditions were further tightened mainly via the inflation
targeting-specific operational framework of monetary policy, but also by keeping
in place and consolidating the mix of prudential and administrative measures the
central bank had already adopted in 2005. These measures were aimed at
enhancing the functionality and efficacy of the credit channel and hence of the
interest rate channel, as well as at maintaining financial stability. At the same time,
the National Bank of Romania continued to consistently apply the policy of non-
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intervention in the foreign exchange market adopted in October 2005, thereby
reflecting its increased commitment to attaining the objective of sustainable
disinflation.
Monetary policy was implemented in such a manner that it contributed
significantly not only to the better-than-expected disinflation performance,
illustrated by the undershooting of the year-end 2006 target, but also to the
substantial improvement of inflation outlook and to the increase in the likelihood of
attaining the target at the end of the horizon envisaged by the NBR’s policy and
actions. Throughout 2006, the 3.7 percentage point fall in the annual inflation rate
to 4.87 percent at yearend was steadily supported by the slowing core inflation
(adjusted for the effects of indirect taxes). Aside from the favourable impact,
including via inflation expectations, the increasing monetary policy restrictiveness
had on core inflation, behind its decline stood also the tight fiscal policy stance
maintained for most of the year under review, and the heightened competition on
the retail market. A significant contribution to the faster reduction in headline
inflation had volatile price deflation, the strong appreciation of the domestic
currency versus the major currencies and the slower annual increase in
administered prices.
Consumer Prices
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2. Policy implementation
In pursuit of putting inflation rate onto the programmed path, in the course of 2006
the National Bank of Romania continued to strengthen the monetary policy,
a process it had initiated in late 2005. During 2006 H1, the NBR Board raised the
policy rate twice, by one percentage point on 8 February (to 8.5 percent) and by a
quarter of a percentage point on 27 June (to 8.75 percent). At the same time, the
monetary authority increased the restrictiveness of minimum reserve requirements.
Thus, the NBR Board decided in February to proceed to a new rise, by 5 percentage
points, in the reserve ratio on foreign exchange-denominated liabilities of credit
institutions. Four months later, the central bank resorted for the first time in six-and-
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a-half years to an increase, by 4 percentage points, in the reserve ratio on RONdenominated liabilities.
Behind the decisions to raise the restrictiveness of monetary policy in the first half of
2006 stood mostly the risk of disinflation veering off the programmed path as a result
of larger and more persistent projected excess demand. Data released in that period
and in the following months confirmed the expectations of sped-up economic growth
(the annual rate of increase of GDP picked up to 7.8 percent in 2006 Q2 from
6.9 percent in the previous quarter). Household consumption had the main
contribution to the rise in excess demand. The stronger year-on-year dynamics of this
domestic demand component (11.1 percent and 12.6 percent in 2006 Q1 and Q2
respectively, up from 6.5 percent in 2005 Q4) was accompanied by the gradual
acceleration of real annual growth rate of net average wage (reaching 8.0 percent in
June compared with 4.9 percent in January), by a faster rate of increase of
household loans taken from credit institutions (particularly that of loans in domestic
currency) and from non-banks, as well as by the sharper downtrend in household
savings with banks.
Household Consumption-boosting Factors
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Moreover, the central bank grew concerned by the size of the expansionary impact
that the planned easing of fiscal policy was about to exert in 2006 H2. Following the
successive decisions to increase the programmed budget deficit from an initial
0.5 percent of GDP to 0.9 percent and finally to 2.5 percent of GDP (a 4-year high),
a massive amount of additional public expenditure was expected to be incurred
towards the end of the year.
Structural policy measures scheduled for being implemented by the authorities in
the first half of 2006, namely administered price adjustments and hikes in some
indirect taxes entailed an inflationary potential that also weighed in favour of the
increase in monetary policy restrictiveness. Thus, the NBR sought to minimise the
risks of these shocks feeding through to other price categories and of worsening
inflation expectations. Under the impact of sizeable corrections applied in January
National Bank of Romania
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2006 (increases in prices for gas and electricity by 17.2 percent and 1.9 percent
respectively), the annual inflation rate saw a trend reversal, up to 8.9 percent in
January. Another pause in the disinflation trend was in May, when the 12-month
inflation rate reached 7.26 percent (from 6.92 percent in April) as a result of raising
indirect taxes on cigarettes, tobacco and alcohol (also by imposing the so-called
‘vice tax’). Another reason for maintaining a prudent monetary policy approach
was the relative worsening of inflation expectations that surveys among banks and
business managers kept indicating in the first half of 2006, despite the fact that the
12-month inflation rate reverted to a downward drift immediately after the above
mentioned increases occurred.
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During 2006 Q3, the policy rate remained flat, as the NBR Board considered that
broad monetary conditions were in line with keeping disinflation on a path
compatible with attaining the medium-term target. The first reason for leaving the
policy rate unchanged at 8.75 percent was the improvement in near-term inflation
outlook, the NBR expecting a faster-than-previously projected decline in the annual
growth rate of consumer prices at yearend. Furthermore, given the lag needed for the
full pass-through of restrictive policy measures taken in late June, the NBR Board
chose, under the status quo of its monetary policy instruments, to vigilantly monitor
all economic developments, including the effects of its latest actions. Such an
approach would allow the central bank to promptly detect any signs of a potential
high increase in demand-pull inflationary pressures, which should call for a
recalibration of monetary policy parameters. The decision to leave the monetary
policy unchanged was also backed by the assumption of a possible rise in potential
GDP during 2006, which the NBR Board took into consideration in view of the
emergence, throughout the last quarters, of a mismatch between the performance of
CORE2 inflation (adjusted for the effects of indirect taxes) and the positive output
gap estimated by the central bank. This assumption was subsequently confirmed by
the results of quantitative assessments and analyses made by the NBR staff, so that
the level of potential GDP used for the new projections was revised upwards.
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Policy Rate, Inflation Rate and Exchange Rate
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The NBR Board decided to keep the policy rate at 8.75 percent in 2006 Q4 as well.
The decision was taken in spite of the significantly faster disinflation during Q3
and the expected decrease in December of the annual inflation rate below the
central target set for end-2006. Nonetheless, broad monetary conditions continued
to tighten due to further increase in real policy rate. In late October, the adoption of
additional measures meant to contain credit risk attached to household loans, in the
form of tougher eligibility conditions for both bank and non-bank loans, added to the
tightening of broadly-defined monetary conditions. Exchange rate movements also
contributed markedly to the increased restrictiveness of broad monetary conditions in
the last quarter of 2006, with the leu posting a noticeable real appreciation versus the
major currencies (5.4 percent and 9.4 percent against the euro and the US dollar
respectively in October-December 20062 ). The fast-paced appreciation of the
domestic currency owed to the massive upsurge of potentially volatile capital inflows
amid the brisker convergence play; this was the result of the conspicuous
improvement of investor sentiment towards sovereign risk (also reflected by the
developments on corporate bond spreads) ahead of Romania’s joining the European
Union.
The decisions to leave the policy rate unchanged at 8.75 percent were chiefly driven
by the risk of a possible deviation of medium-term disinflation from the programmed
path following the persistent effects of some potentially inflation-generating factors
along the monetary policy transmission horizon. The major threat to ensuring
sustainable disinflation, identified during the quarterly rounds of macroeconomic
development forecasts, was the increase of the projected level of excess demand in
the near term, also as a result of the easing of the fiscal policy stance expected for the
end of 2006. This was seen to be substantial, since the 2.5 percent deficit-to-GDP
target was left unchanged at the final budget revision in 2006, even though after
10 months the budget posted a surplus of 2.0 percent of GDP.
2

Compared with a real appreciation of 6.6 percent and 14.4 percent to the euro and the US dollar
respectively in the first 9 months of 2006. In 2005, the leu strengthened by a real 15.1 percent and
1.8 percent versus the euro and the US dollar respectively .
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The data published subsequently validated to a large extent the concerns of the
central bank. The third-quarter step-up in economic expansion (to 8.3 percent) –
albeit slightly below expectations – fuelled excess demand, especially its inflation
generating potential, against the background of a still fast-paced increase in
household consumption, with the annual growth rate of goods purchases touching an
all-time high. The assumption that the robust household consumption and the related
inflationary pressures would persist was underpinned by data on the annual rates of
increase in turnover reported by enterprises mainly engaged in retail trade and by
service-providing enterprises in the first part of 2006 Q4. Behind the brisk growth of
household consumption stood the substantial rises in wages and remittances from
abroad as well as, to some extent, net household savings with banks. The latter’s
worsening trend decelerated noticeably towards the end of the considered year due
both to the slower loan dynamics and the faster rate of increase in household
deposits.
The real annual growth rate of loans to households declined to 75.2 percent in
December 2006, after having risen more or less steadily during January-July 3 .
This expansion was due to robust household demand for loans, fostered by the rise
in income and the related improved outlook, as well as by the fact that loans
became more readily available. Credit further displayed a high level of availability,
in spite of the more restrictive broadly-defined real monetary conditions, whose
impact on the volume and cost attached to bank loans was partially offset by the
effect of heightening competition among banks. In order not to cool down demand
for loans, banks did not allow the effect of the increase in monetary policy
restrictiveness to fully pass on to lending rates and even cut interest rates
temporarily by launching promotional campaigns. In addition, credit institutions
sought to avoid the constraints arising from the prudential and administrative
measures imposed by the central bank and decided to reconfigure part of the
features attached to their loan supply. Hence, banks applied longer grace periods
and longer terms for granting the loans 4 , which made households increasingly
resort to RON-denominated long-term loans (over 5 years, with or without
mortgage collateral) to meet consumption needs. At the same time, credit
institutions lowered almost incessantly (since April) interest rates on new EURdenominated loans (in contrast to the rising trend in interest rates on such loans
prevailing on foreign markets) and spurred granting of loans denominated in
currencies less common to the domestic market, such as the Swiss franc or the
Japanese yen, owing to lower lending rates. Banks’ favourable expectations of the
financial standing of their customers, the dwindling risk of adverse selection, the
larger volume of funds raised from international markets and capital increases,
supported widely by borrowings from the parent undertaking, boosted credit
growth as well.

3
4
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National Bank of Romania

Annual
Report
2006
Chapter 1. Monetary policy

Non-government Credit

Deposits with Banks

real annual percentage change

real annual percentage change

120

60

100

50

RON

80

RON

60

foreign
currencies

40
20

foreign
currencies

40
30
20
10

0

0
J F M A M J J A S O N D
2006

J F M A M J
2006

J A S O N D

However, demand for loans slackened towards the end of the year. This development
can be attributed to (i) the increase in some interest rates (particularly those on new
RON-denominated medium-term loans), (ii) the lower indebtedness capacity of
low-income persons and, possibly, (iii) the temporary delay of some outgoings in
anticipation of better conditions on the consumer goods, real estate and credit
markets following Romania’s accession to the EU. Against this backdrop, the
annual real change of RON-denominated loans to individuals stayed on an upward
path only in the 7-month period ended July 2006 to reach 84.2 percent in
December, 12.9 percentage points above the end-2005 reading, but 31.9 percentage
points below the July figure. Conversely, partly as a result of a substitution effect,
foreign currency-denominated loans outstanding with individuals resumed their
fast annual growth as from October (86.8 percent at end-2006, broadly the same
level as at end-2005).
Credit to Households

Household Deposits with Banks
real annual percentage change

real annual percentage change
140

60

120

50

100
80
60

RON

40

foreign
currency

30

RON
foreign
currency

20

40
20

10

0

0
J F M A M J J A S O N D
2006

J F M A M J
2006

J

A S O N D

At the same time, the final months of 2006 saw a rebound in RON-denominated
time deposits, their annual pace of growth standing at 19.0 percent in December
(from 14.9 percent at end-2005 and 6.7 percent in April 2006). This favourable
performance was underpinned by the upward revisions in credit institutions’
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interest rates following the policy rate hikes and stiffer competition for fund
raising, on the one hand, and by the rises in wages coupled with slower growth in
bank debts of some household segments, on the other hand. Nevertheless, the
propensity for saving in foreign exchange continued to gather momentum, with the
annual growth rate of foreign currency-denominated loans (expressed in euros)
outstanding with individuals hitting a 4½-year high of 42.4 percent in December
2006 amid the swifter rise in remittances of Romanians working abroad (up 43.6
percent year on year) combined with a one-off effect, i.e. Erste Bank’s payment for
the shares bought from BCR employees.

3. Use of monetary policy instruments
In 2006, the increase in restrictiveness of broad monetary conditions was the result
of consolidating the mix of prudential and administrative measures the National
Bank of Romania had adopted in 2005 and making flexible and active use of the
components of the monetary policy operational framework specific to inflation
targeting.
Given the central bank’s protracted position of a net debtor vis-à-vis the banking
system, the interest rate policy was tightened not only by raising the policy rate
twice (to 8.5 percent and 8.75 percent in February and June respectively), but also
by increasing the firmness of control over liquidity and subsequently by preserving
this stance for most of 2006.
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The process of increasing the restrictiveness of monetary control, which had been
initiated in late 2005, persisted into early 2006, with the National Bank of Romania
continuing to gradually enhance the role of open-market operations, i.e. one-month
deposit-taking operations and issuance of certificates of deposit, in mopping up
excess liquidity on the money market. Against this backdrop, banks’ resort to the
deposit facility declined to low levels, relatively similar to the usual ones, being
recorded generally at the end of the reserve maintenance periods, while the average
interest rate on credit institutions’ holdings with the central bank kept rising,
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causing the spread separating it from the policy rate to narrow gradually. This
spread vanished in May and then remained at very low levels until towards the
year-end, reflecting mainly the National Bank of Romania’s consistent approach to
sterilization operations and the relative mitigation of market participants’
uncertainties surrounding the central bank’s moves, as well as the effects of
autonomous liquidity factors.
The above-mentioned development was also generated by the gradual
consolidation of the role of one-month deposit-taking operations, the NBR’s key
monetary policy instrument, within the set of instruments used to soak up excess
liquidity. As a result, starting with March, the average balance on one-month
deposits rose to more than 60 percent of the average monthly deposits of credit
institutions with the central bank. The National Bank of Romania chose to perform
deposit-taking operations by organising volume auctions at an interest rate equal to
the policy rate. In order to increase the predictability of operations for the
management of liquidity conditions and to reinforce monetary control efficacy, the
central bank standardised the frequency of deposit auctions to once a week starting
with the latter half of February.
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Nonetheless, in December, the central bank eased control over liquidity slightly, in
response to the brisk strengthening of the domestic currency ahead of Romania’s
accession to the European Union. In order to deter potentially volatile capital
inflows and hence to ward off the risk of a potentially unsustainable appreciation of
the RON, the central bank gradually reduced the volume of liquidity absorptions
performed via open-market operations.
In 2006 however, the volume of excess liquidity the NBR drained on its initiative
remained high. The year-on-year 15 percent decline from the peak attained in 2005
can be ascribed to the central bank continuing its policy of non-intervention in the
forex market and to the net contractionary effect on liquidity arising from the
Treasury’s operations, on the one hand, and to the increase in banks’ demand for
National Bank of Romania
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reserves 5 , on the other. Consequently, the costs associated with the National Bank
of Romania’s sterilization operations were lower than a year earlier, standing at 0.4
percent of GDP.
In an effort to make broad monetary conditions more restrictive, the central bank
adjusted the parameters of minimum reserve requirements. To counter the
expansionary effect on foreign-exchange-denominated credit exerted by the
movements in the exchange rate of the local currency against the euro and to
enhance the constraints on credit growth arising from the prudential and
administrative measures already in place, the NBR Board decided in February to
raise the reserve ratio on banks’ foreign-exchange-denominated liabilities to 40
percent from 35 percent; the decision became effective starting with the 24 March23 April 2006 maintenance period. Moreover, to boost the impact of policy rate
decisions on the dynamics of non-government credit, on that of the domestic
currency-denominated component in particular, the central bank increased in June
the reserve ratio on RON-denominated liabilities of credit institutions to 20 percent
(from 16 percent) with effect from the 24 July-23 August 2006 maintenance
period.

4. Policy guidelines
For the period ahead, the National Bank of Romania’s monetary policy will further
be implemented under the inflation targeting framework. Thus, the central bank
will further focus on consolidating disinflation and ensuring the decline in
inflation to sustainable levels in the medium term, in line with the definition of
price stability. The annual inflation targets for the 2-year monetary policy
transmission horizon show a downward track, being set at 4 percent ±1 percentage
point and 3.8 percent ±1 percentage point for 2007 and 2008 respectively. This
disinflation trend complies with the commitments the Romanian authorities
assumed under the programming documents drafted during the pre-accession
period and the preparations for the introduction of the euro, a process Romania
started on 1 January 2007 (the successive editions of Pre-Accession Economic
Programme and the first edition of the Convergence Programme, finalised and sent
to the European Commission in early 2007).
The central bank formally confirmed the end-2007 target in the February 2006
Inflation Report. The necessary steps for substantiating and establishing, together
with the Government, the inflation target for end-2008 were initiated by the NBR
Board during the period prior to drafting the August 2006 Inflation Report. Against
this background, setting the inflation target together with the Government was
reaffirmed to be an essential principle of inflation targeting strategy. Its role is to
increase the efficiency of the above-mentioned strategy by both enhancing the
support lent to monetary policy by government policies (i.e. fiscal, income and
structural policies) and more firmly anchoring corporate expectations, which are
thus evened out.
5
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As a result of the increase in required reserves related to RON-denominated liabilities of credit
institutions, mainly following the raise in their reserve ratio.
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From the NBR’s perspective, two types of reasons consistent with the principles
and requirements pertaining to the inflation targeting strategy underpinned the
decision to set the 2008 target at 3.8 percent. On one hand, the target was in line
with the need to further bring the inflation rate down to levels sustainable over the
medium term and subsequently to a level compatible with fulfilling the inflation
criterion laid down in the Maastricht Treaty as well as with the European Central
Bank’s quantitative definition of price stability. Furthermore, considering its
potential of anchoring inflation expectations, the target set for 2008 would help
attain the inflation target for end-2007 and fostering a relative reduction in the
related costs.
On the other hand, the aforesaid target reflected the central bank’s concern for
dealing with credible, realistic goals, considering that throughout 2008 a relative
slowdown in disinflation was quite likely due to the continued action of some
inflation-boosting factors, most of them outside the central bank’s authority, such
as: (i) considerable adjustments of administered prices and indirect taxes scheduled
for 2008, (ii) further price increases as a result of the ongoing convergence of the
Romanian economy, and (iii) the relatively high inflation persistence.
Recent economic developments combined with the outcomes of the updated
projection of medium-term macroeconomic developments included in the May
2007 Inflation Report reaffirmed the fact that the objective of curbing annual
inflation rate to 3.8 percent at end-2008 and that of ensuring sustainable
disinflation thereafter constituted a real challenge for the central bank. Given the
current context, the difficulty of attaining these objectives arises not only from the
persistence during the projection horizon of supply-side inflationary factors, but
also from the maintenance in the near run of excess demand. The latter is
associated largely to the initiation earlier in the year of an easing of fiscal and
income policies, a process expected to gather steam over the next quarters, as well
as to the likely ensuing substantial hikes in private-sector wages. In the medium
term, the prospect of the ongoing overly fast dynamics of domestic absorption and
implicitly the potentially continued widening of the current account deficit, along
with the still brisk growth rate of external debt, render the objective of ensuring
sustainable disinflation more complicated.
Under the circumstances, monetary policy was left with the burden of reducing the
output gap to negative levels, in line with the objective of keeping inflation rate on
a path consistent with achieving the medium-term targets. Hence, the National
Bank of Romania has to pursue a relatively highly restrictive policy stance in order
to counter the expansionary effects of fiscal and income policies in the period
ahead. Against this background, for disinflation to remain on a sustainable path it is
critically important that all components of the macroeconomic policy mix be
resorted to.
In view of the requirements listed above, the National Bank of Romania pursued a
policy stance that eventuated in the tightening of broad monetary conditions in real
terms ever since the end of 2006. The ensuing maintenance of restrictive broad
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monetary conditions in real terms was widely accountable for the 1.21 percentage
point decline of the 12-month inflation rate in 2007 Q1. Specifically, their
restrictiveness was the result not only of the increase in the real margin of the
policy rate and the considerable real appreciation of the leu against the major
currencies, but also of the still restrictive minimum reserve requirements. At the
same time, during the first quarter of 2007, the central bank chose to abandon the
prudential and administrative measures it had employed starting with 2005 with a
view to cooling the demand for private sector credit.
According to this approach, the National Bank of Romania will ensure the
adequate degree of restrictiveness for monetary conditions by using solely the
operational framework of monetary policy specific to inflation targeting strategy,
mainly on the back of developments in real interest rates and real exchange rate of
the domestic currency. Thus, including via proper management of money market
liquidity conditions, the central bank will seek to consolidate the role of interest
rate policy in monetary policy transmission, along with the signalling role of policy
rate and implicitly its capability of anchoring inflation expectations.
Even against this background, keeping disinflation on the projected track is not an
endeavour without risks and uncertainties. The most significant risk which, if it
materialised, would put inflation rate on a higher-than-projected path continues to
be the possible large increase in wages, irrespective of labour productivity
dynamics; apart from effects related to higher domestic demand, this could fuel
cost-push inflation. Adding to this risk is the larger-than-programmed expansionary
stance of fiscal policy, which might result in lower-than-projected budget revenues
and/or the change in the structure of public spending by raising current
(consumption-related) expenditures to the detriment of capital (investment-related)
expenditures. Given the new position as international asset of the domestic
currency, a high degree of uncertainty also surrounds future developments in the
exchange rate of the RON, which may reflect only in part, for certain time periods,
the domestic economic fundamentals. This risk is reinforced by the persistent
overall excess liquidity, as well as by investors’ volatile and unpredictable risk
appetite. For the period ahead, additional risk and uncertainty sources are the
calendar and magnitude of administered price adjustments, the size of indirect tax
hikes, as well as the future movements in volatile prices.
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1. Financial stability
1.1. Main assessments on financial stability
The financial system remained stable in 2006. Financial intermediation improved
and the gap between Romania and the EU Member States narrowed. The banking
sector consolidated its leading position in the system, holding 83.8 percent of total
financial assets. This was attributed to (i) vigorous growth of credit, in the context
of (ii) high levels of financial stability indicators, providing also resilience to
significant exogenous shocks.
(i) Non-government credit moved up a real 47 percent in 2006, as compared with
33.8 percent a year earlier. Around 90 percent of total loans were granted to
non-financial corporations and households. Structural analysis shows that
RON-denominated loans became prevalent for the first time, accounting for
53 percent of total loans. By maturity, long-term loans experienced the fastest
rate of increase, their share exceeding the shares of other maturities
(39 percent, compared to 28 percent for medium-term loans and 34 percent for
short-term loans). By debtor, non-financial corporations were still in the lead,
but the share of loans to households experienced faster growth (reaching
42 percent in 2006 from about 7 percent in 2001).
(ii) The banking sector developed in a cautious manner. Solvency and liquidity
have exceeded minimum requirements markedly. The outcomes of the stress
test for end-June 2006 point out the banking sector’s resilience to shocks.
The solvency ratio calculated for a worst-case scenario (depreciation of the
RON against the EUR by 19.1 percent and a 6.1 percentage point drop in
interest rate) equals 14.9 percent at the aggregate level, higher than the
minimum requirement stipulated by the bank prudential regulations in force at
end-June 2006, i.e. 12 percent.
Romania’s accession to the EU will stiffen competition on the bank services
market, given the higher profitability in the Romanian banking sector, the still low
level of financial intermediation and the putting in place of a regulatory and
supervisory framework in line with EU standards. Some tendencies requiring close
monitoring stand out, i.e. larger exposure to households and longer loan tenures.
Non-bank financial institutions (NFIs) came, in 2006, under the prudential
supervision of the central bank. The authorities intended to reduce specific risks
and to enhance the efficiency of measures for monitoring credit developments by
putting in place a more uniform regulatory framework. The systemic risk generated
by these institutions is low. The concentration and currency exposure are higher in
the NFI sector than in the banking sector, but these risks are expected to mitigate
after the inclusion of NFIs in the supervision scope of the central bank.
National Bank of Romania
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On the Romanian capital market, increased sensitivity to external shocks amid
fast-paced convergence caused some vulnerabilities to amplify. The correction of
the upward trend on the Bucharest Stock Exchange (BSE) in April-June 2006
appears to have the same origin as the similar moves on the capital markets in the
other emerging countries.
The foreign exchange market expanded significantly in 2006, but it still lags
behind the markets in the region in terms of depth and structure. The local currency
(RON) appreciated markedly, amid volatility similar to that experienced by the
currencies in the region. Non-residents were the driving force of market
development. The average daily volume of trades by non-residents stepped up
almost four times in 2006 versus 2005, outpacing the value of trades by residents
or domestic banks.
The turmoil episodes experienced by the international markets had little impact on
the liquidity of the money market, and the volatility of interbank interest rates was
not passed through to the real sector. A stable financial system helped the
implementation of monetary policy decisions.
The international macroeconomic framework was still favourable to the
financial stability in Romania. Romania’s main foreign trade partners resumed
economic growth and financing conditions for Central and Eastern Europe
countries remained accommodating. The market sentiment regarding emerging
countries’ capacity to cope with tighter lending conditions did not deteriorate, with
the exception of some corrections in May-June.
The year 2006 was the seventh consecutive year of economic growth for Romania,
amid persistence of the downward trend in inflation. The dynamics of the key
economic and financial indicators shows the narrowing of the gap between
Romania and the EU emerging economies. The possible decoupling of real
convergence from nominal convergence and the uncertainties on economic growth
patterns were the main risks to financial stability arising from the real sector.
The external balance worsened, with the current account deficit widening by
about 45 percent. The twofold increase in short-term external debt requires, in turn,
a close monitoring. First, the pace of indebtedness in the non-bank sector was
almost as fast as that seen in the banking sector. Second, the concentration of such
debt is high and rising. Third, companies in the real estate and manufacturing
sectors that contract short-term foreign borrowings hold almost 50 percent of this
type of debt and feature below par liquidity.
The corporate sector maintained a moderate risk profile. The profitability and
liquidity of companies kept improving but operational efficiency saw mixed
developments. The credit risk faced by the banking sector remained moderate.
On one hand, the capacity of servicing financial obligations worsened, whereas
concentration of loans went up. On the other hand, the probability of default
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diminished and the perception of creditors regarding credit risk improved.
A (domestic or external) interest rate shock could impact Romanian companies
only to a moderate extent. An exchange rate shock may have a higher negative
impact, as the companies’ foreign currency exposures are only to a small extent
naturally hedged (22 percent). The allocation of bank resources to companies
improved, but payment discipline showed mixed developments: arrears hit a
historical low, whereas the number of payment incidents rose slightly.
The risks posed by the household sector to financial stability increased on both
assets side and liabilities side. Amid upbeat expectations, money income stayed on
an upward path, prompting households to take higher risks in 2006. The foreign
exchange position of households deteriorated, implying a greater negative impact
in the case of an exchange rate shock. The rate of increase of indebtedness posed
two major risks: debt service moved up at a very brisk pace and the net creditor
position of households declined markedly. On the other hand, the loan
concentration and the overdue loan ratio moved down.
Financial infrastructure, particularly the regulatory framework, consolidated in
2006, when convergence with the EU standards gained momentum. The most
notable development in this area was the putting in place, as from the beginning of
2007, of the new framework for risk regulation (Basel II), yet Romanian credit
institutions opted for its implementation starting with 2008.

1.2. Instruments supportive of prudential supervision
and financial stability
Central Credit Register (CCR)
Following the pick-up in lending and, in turn, in the volume of information in the
CCR database, the utilisation rate of the CCR increased markedly. Thus, in 2006,
credit institutions sent 8.4 million queries into the CCR database compared to only
4.1 million in 2005, of which 99.4 percent with the consent of potential debtors.
The queries concerned data on global risk, loans and overdue loans. However, the
share of new debtors for which authorised queries were made declined to 85.7
percent in December 2006 from about 92 percent a year earlier. The larger number
of queries was crucial to preserve the quality of bank loan portfolio amid the rapid
credit growth.
The number of debtors and the number of loans in the CCR database surged
35 times and 29 times respectively after seven years in operation, while the total
amounts due soared by more than 18 times. Mention should be made that, at end2006, the CCR database included 8.9 percent of the number of debtors in the
banking system and 9.5 percent of the total number of loans granted. These figures
indicate that consumer loans still held a significant share in the loan stock. At end2006, given that the reporting threshold was left unchanged at RON 20,000, the
CCR database comprised around 79.6 percent of bank loans value, compared to
81.1 percent at end-2005.
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In this context, it is worth noting that the number of debtors, natural persons, rose
considerably in 2006 as well. While in December 2005 the number of natural
persons whose exposure outstripped the CCR database reporting threshold
amounted to 186,691, in December 2006, the number reached 403,943 (up 116.4
percent). The value of loans granted to households rose to RON 21,692 million in
December 2006 (up 116.9 percent) from RON 10,000 million in December 2005.
The number of households accounted for 84.4 percent of total debtors in the CCR
database at end-2006, compared to 78 percent a year earlier; the value of loans
granted to households held 21.2 percent of the loan stock in December 2006 versus
17.7 percent at end-2005. Out of total loans to households, EUR-denominated
loans accounted for 57.2 percent, RON-denominated ones for 38 percent, and loans
in US dollars for 2.2 percent.
Furthermore, at end-2006, some 116,150 debtor groups and 276,660 households
with loans worth less than RON 20,000 each and payments overdue for more than
30 days were recorded in the CCR database; the value of such overdue payments
ran at RON 278.5 million.
In 2006, credit institutions reported to the CCR database card frauds perpetrated by
43 debtors (compared to 18 in 2005), the value of the fraud totalling RON 41,863
(compared to RON 19,103 a year earlier).
In compliance with Government Ordinance No. 27/2002 on the petition approach
procedures and Law No. 677/2001 on the protection of persons concerning the
processing of personal data and the free circulation of such data, in 2006, the
Financial Stability Department provided 1,710 individuals with the information
requested on the data entered in the CCR database on their name, compared to 682
individuals in 2005.
Moreover, mention should be made that the information on debt servicing in the
CCR database enabled the Financial Stability Department to develop some models
for the assessment of companies’ default likelihood. The data on the characteristics
of corporate loans also allowed the monitoring of the factors likely to affect
financial stability, as well as the measurement of their potential effects by using the
stress-test application.

Payment Incident Bureau (PIB)
The same as in 2005, the analysis of PIB database shows that the number of
payment incidents and accountholders that generated payment incidents was still
growing in 2006, albeit at a much slower tempo compared to the early years.
As compared to 2005, in 2006, the number of accountholders in the PIB database
that generated payment incidents was up 9.2 percent year on year (against 9.1
percent), the number of rejected payment instruments rose by 6.5 percent (against
14.9 percent), and the value of rejected amounts increased by 33.1 percent (versus
12.2 percent). The large increase in the value of the rejected amount was due to the
entering into the PIB database of two incidents involving very large value cheques.
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In 2006, more than 67 percent of the total number of rejected payment instruments
and 74 percent of the total value of the rejected amount were reported by six banks.
Furthermore, it is to be noted that the most frequent reason for rejection (75.6
percent of total reasons for rejection) was the “total or partial lack of cash”.
In 2006, banks made 2.8 million queries into the PIB database, compared to 1.99
million a year earlier, in their own name or in the name of customers. The queries
were meant to check whether payment incidents had been recorded in the name of
accountholders.
In compliance with the provisions of Regulation No. 1/2001 on the organisation
and operation of the Payment Incident Bureau with the National Bank of Romania,
as subsequently amended and supplemented, the Financial Stability Department
answers the queries made by public authorities regarding the entering of
accountholders into the PIB database. Thus, in 2006, the Financial Stability
Department dealt with 2,076 queries from public authorities, compared to 2,303 in
2005.

2. Licensing and regulation of financial institutions
2.1. Licensing and regulation of credit institutions
2.1.1. Licensing of credit institutions
In 2006, the National Bank of Romania relentlessly pursued its policy of
strengthening the banking system by ensuring sound shareholding capable of
exerting efficient control over bank managers with a view to helping them carry
out the envisaged activities. The licensing of new credit institutions relied on this
policy objective assumed by the National Bank of Romania.
In virtue of Law No. 58/1998 – The Banking Act, in December 2006, the National
Bank of Romania approved the establishment of the Millenium Bank joint-stock
company (the first stage of the licensing process). The founding members of the
bank are legal persons belonging to the financial group Millenium Banco
Comercial Portugues.

2.1.2. Legal and regulatory framework for credit institutions
Primary legislation resulting from the transposition into the national legislation of
the EU Directives consists of the following:
–

Government Emergency Ordinance No. 99/2006 on credit institutions and
capital adequacy, published in Monitorul Oficial al României No. 1027/
27 December 2006, which, apart from the transposition in principle of
provisions of Directives Nos. 48/2006 and 49/2006 (minimum requirements for
the taking-up and pursuit of business of credit institutions, the regime of credit
institutions in other EU Member States and third countries, operational
requirements, hedging requirements, supervision of credit institutions, etc.),
also revises the provisions specific to various categories of credit institutions
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(banks, credit co-operatives, savings and loan banks for housing, mortgage
loan banks and electronic money institutions). Given the applicable unitary
prudential regime, according to the Community legislation, credit institutions
and investment firms, this Ordinance addresses, in a separate section, issues
related to the enforcement of legal provisions on financial investment
companies under the supervision of the National Securities Commission;
–

Government Emergency Ordinance No. 98/2006 on supplementary supervision
of credit institutions, insurance and/or reinsurance undertakings, financial
investment companies and investment management companies in a financial
conglomerate, published in Monitorul Oficial al României No. 1023/
22 December 2006, which ensures the transposition of Directive
No. 2002/87/EC and governs the regulation of supplementary supervision of
regulated entities that belong to groups carrying out inter-sectoral financial
activities (financial conglomerates), with a view to ensuring financial stability
and protection of depositors, the insured parties and investors.

The transposition of the technical issues in the said Directives was achieved via the
regulations issued jointly by the National Bank of Romania, the National Securities
Commission and the Insurance Supervisory Commission, as follows:

40

–

Regulation No. 13/18/2006, issued by the National Bank of Romania and the
National Securities Commission, on the determination of minimum capital
requirements of credit institutions and investment firms, published in
Monitorul Oficial al României No. 1033 bis/27 December 2006, as approved
by Order No. 10/107/2006, issued by the NBR and the NSC (published in
Monitorul Oficial al României No. 1033/27 December 2006), which
establishes the risks against which the regulated institutions shall fulfil
minimum capital requirements (credit risk, dilution risk, counterparty credit
risk, position risk, settlement risk, currency risk, commodity risk and
operational risk);

–

Regulation No. 14/19/2006, issued by the National Bank of Romania and the
National Securities Commission, on credit risk treatment using the
standardised approach for credit institutions and investment firms, published in
Monitorul Oficial al României No. 1033 bis/27 December 2006, as approved
by Order No. 11/108/2006, issued by the NBR and the NSC (published in
Monitorul Oficial al României No. 1033/27 December 2006), which
establishes the determination of risk-weighted exposure amounts with a view
to calculating minimum capital requirements for credit risk, according to the
standardised approach;

–

Regulation No. 15/20/2006, issued by the National Bank of Romania and the
National Securities Commission, on the credit risk treatment using the internal
model-based approach for credit institutions and investment firms, published in
Monitorul Oficial al României No. 1033 bis/27 December 2006, as approved
by Order No. 12/109/2006, issued by the NBR and the NSC (published in
Monitorul Oficial al României No. 1033/27 December 2006), which
establishes the determination of capital requirements for credit risk, according
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to the internal model-based approach relying on input variables (probability of
default, loss given default, conversion factors and maturity) by using the
foundation IRB treatment or the advanced IRB treatment;
–

Regulation No. 16/21/2006, issued by the National Bank of Romania and the
National Securities Commission, on large exposures of credit institutions and
investment firms, published in Monitorul Oficial al României No. 1033 bis/27
December 2006, as approved by Order No. 13/110/2006, issued by the NBR
and the NSC (published in Monitorul Oficial al României No. 1033/27
December 2006), which addresses mainly the issues related to monitoring and
reporting of large exposures, the applicable limits on large exposures, as well
as the full/partial exemption from the application of large exposure limits;

–

Regulation No. 17/22/2006, issued by the National Bank of Romania and the
National Securities Commission, on the consolidated supervision of credit
institutions and investment firms, published in Monitorul Oficial al României
No. 1034 bis/27 December 2006, as approved by Order No. 14/111/2006,
issued by the NBR and the NSC (published in Monitorul Oficial al României
No. 1034/27 December 2006), which establishes, chiefly, the level of
compliance with the prudential requirements in the context of exercising
consolidated supervision, the scope of prudential consolidation, and the
consolidation methods used for prudential purposes;

–

Regulation No. 18/23/2006, issued by the National Bank of Romania and the
National Securities Commission, on own funds of credit institutions and
investment firms, published in Monitorul Oficial al României No. 1034 bis/
27 December 2006, as approved by Order No. 15/112/2006, issued by the NBR
and the NSC (published in Monitorul Oficial al României No. 1034/
27 December 2006), which establishes:

–



the structure of own funds, at individual and consolidated level, used for
the determination of prudential ratios provided by the applicable prudential
regulations;



the principles and conditions to be taken into consideration when including
or not certain items in the calculation of own funds;



requirements for minimum initial capital;



general issues regarding the reporting of own funds calculated at individual
and consolidated levels;

Regulation No. 19/24/2006, issued by the National Bank of Romania and the
National Securities Commission, on credit risk mitigation techniques employed
by credit institutions and investment firms, published in Monitorul Oficial al
României No. 1034 bis/27 December 2006, as approved by Order
No. 16/113/2006, issued by the NBR and the NSC (published in Monitorul
Oficial al României No. 1034/27 December 2006), which establishes the
determination of the effect of credit risk mitigation techniques on the
calculation of risk-weighted exposure amounts or of expected loss, as
appropriate, for the determination of minimum capital requirements;
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–

Regulation No. 20/25/2006, issued by the National Bank of Romania and the
National Securities Commission, on the treatment of counterparty credit risk of
financial derivatives, repurchase transactions, securities or commodities
lending or borrowing transactions, long-term settlement transactions and
margin lending transactions, published in Monitorul Oficial al României
No. 1034 bis/27 December 2006, as approved by Order No. 17/114/2006,
issued by the NBR and the NSC (published in Monitorul Oficial al României
No. 1034/27 December 2006), which establishes the determination of exposure
amounts for certain transaction (derivatives transactions, repurchase
transactions, securities or commodities lending or borrowing transactions, long
settlement transactions and margin lending transactions), which are
subsequently risk-weighted according to the standardised approach or internal
models based approach, in view of calculating minimum capital requirements
for credit risk;

–

Regulation No. 21/26/2006, issued by the National Bank of Romania and the
National Securities Commission, on the treatment of credit risk relative to
securitised exposures and of the securitisation positions, published in
Monitorul Oficial al României No. 1035 bis/28 December 2006, as approved
by Order No. 18/115/2006, issued by the NBR and the NSC (published in
Monitorul Oficial al României No. 1035/28 December 2006), which
establishes the determination of credit risk-weighted exposure amounts that
are subject to securitisation, as well as the transactions resulting from
securitisation transactions, with a view to calculating minimum capital
requirements for credit risk and dilution risk;

–

Regulation No. 22/27/2006, issued by the National Bank of Romania and the
National Securities Commission, on capital adequacy of credit institutions and
investment firms, published in Monitorul Oficial al României No. 1035 bis/
28 December 2006, as approved by Order No. 19/116/2006, issued by the NBR
and the NSC (published in Monitorul Oficial al României No. 1035/
28 December 2006), which establishes the determination of minimum capital
requirements for position risk, settlement risk and counterparty credit risk,
currency risk and commodity risk;

–

Regulation No. 23/28/2006, issued by the National Bank of Romania and the
National Securities Commission, on the technical criteria concerning the
organisation and treatment of risks, as well as the technical criteria used for
their review and evaluation by the competent authorities, published in
Monitorul Oficial al României No. 1035 bis/28 December 2006, as approved
by Order No. 20/117/2006, issued by the NBR and the NSC (published in
Monitorul Oficial al României No. 1035/28 December 2006), which
establishes the technical criteria for the organisation and treatment of risks
(credit risk and related risks, market risk, interest rate risk arising from nontrading activities, operational risk and liquidity risk), as well as the technical
criteria used for review and their evaluation by the competent authorities;

–

Regulation No. 24/29/2006, issued by the National Bank of Romania and the
National Securities Commission, on the determination of minimum capital
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requirements for operational risk of credit institutions and investment firms,
published in Monitorul Oficial al României No. 1035 bis/28 December 2006,
as approved by Order No. 21/118/2006, issued by the NBR and the NSC
(published in Monitorul Oficial al României No. 1035/28 December 2006),
which establishes the determination of minimum capital requirements for
operational risk according to one of the four approaches: basic indicator
approach, standardised approach, alternative standardised approach and
advanced measurement approach;
–

Regulation No. 25/30/2006, issued by the National Bank of Romania and the
National Securities Commission, on disclosure requirements for credit
institutions and investment firms, published in Monitorul Oficial al României
No. 1035 bis/28 December 2006, as approved by Order No. 22/119/2006,
issued by the NBR and the NSC (published in Monitorul Oficial al României
No. 1035/28 December 2006), which requires credit institutions to publish
quantitative and qualitative information, focusing on the key parameters of the
business profile, risk exposures and risk management;

–

Order No. 23/120/113136, issued by the National Bank of Romania, the
National Securities Commission and the Insurance Supervisory Commission,
on additional requirements for capital adequacy, intra-group transactions and
concentration of risk at the level of a financial conglomerate, published in
Monitorul Oficial al României No. 1031/27 December 2006, rounding off the
general framework for the supplementary supervision of regulated entities,
Romanian legal persons, specified in Government Emergency Ordinance
No. 98/2006, regarding the calculation of additional requirements for capital
adequacy, identification and imposition of certain reporting requirements for
intra-group transactions and risk concentration.

In addition, in 2006, the following pieces of legislation were issued:
–

NBR Regulation No. 10/2006 on the notification procedure for branches of
credit institutions and the direct provision of services by credit institutions
(published in Monitorul Oficial al României No. 1044/29 December 2006),
which sets the procedure and, as appropriate, the conditions for the
establishment of branches and the direct provision of services by credit
institutions, Romanian legal entities, in other EU Member States and by credit
institutions that are authorised and supervised by competent authorities of other
EU Member States on the territory of Romania;

–

NBR Norms No. 25/2006 amending NBR Norms No. 6/1998 on notifying the
establishment, in Romania, of representative offices of foreign banks,
published in Monitorul Oficial al României No. 1015/20 December 2006.

One of the NBR’s ongoing concerns is the harmonisation of the regulatory
framework for credit institutions’ accounting with the similar accounting practices
in the European Community and with the International Financial Reporting
Standards (IFRS).
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The accounting regulations issued by the NBR in force during 2006 fiscal year are
The accounting regulations harmonised with EU Directives, applicable to credit
institutions, as approved by NBR Order No. 5/2005 (henceforth called Accounting
regulations harmonised with EU Directives). The regulations stipulate that
individual annual financial statements shall comply with the respective Directives
(with the caveat that where the Directive does not provide for accounting
treatments of certain economic and financial operations, the treatments laid down
in IFRS shall be applied) and the consolidated financial statements shall be
prepared in compliance with IFRS, starting with 2006 fiscal year.
During 2007 fiscal year, credit institutions will further apply Accounting
regulations harmonised with EU Directives, amended by Order No. 24/2006, and
the timing of IFRS enforcement by credit institutions at individual level is to be set
in the context of the national strategy adopted by the Accounting and Financial
Reporting Council.

2.2. Regulation of lending activity of non-bank financial
institutions
Government Ordinance No. 28/2006 on the regulation of some financial and tax
measures that sets the minimum requirements for the taking-up and pursuit of
lending business of non-bank financial institutions under Title I was amended and
supplemented by Law No. 266/2006, published in Monitorul Oficial al României
No. 580/5 July 2006.
The amendments made by the approving law focused mainly on the regulation of
NFIs – non-profit legal entities, established in compliance with Government
Ordinance No. 26/2000 on associations and foundations, as approved, amended
and supplemented by Law No. 246/2005 or in compliance with some special pieces
of legislation that allow the granting of loans from public funds or
reimbursable/non-reimbursable loans under inter-government agreements.
In 2006 and 2007 Q1, the secondary regulatory framework applicable to NFIs was
completed by the following pieces of legislation:
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–

NBR Norms No. 2/2006 regarding minimum capital of NBFs (published in
Monitorul Oficial al României No. 381/3 May 2006) which set the minimum
share capital/endowment capital and establish the legal sources for raising it,
as amended and supplemented by NBR Norms No. 2/2007 (published in
Monitorul Oficial al României No. 119/16 February 2007), with a view to
correlating the provisions on the sources that may be used to raise the share
capital of NFIs governed by transitory provisions;

–

NBR Norms No. 3/2006 on the General Register, Special Register and Entry
Register (published in Monitorul Oficial al României No. 381/3 May 2006),
which establish the structure and the manner of filling in the registers of NFIs,
as amended and supplemented by Norms No. 3/2007 (published in Monitorul
Oficial al României No. 119/16 February 2007) with a view to including some
provisions relative to NFIs – non-profit legal entities, established in
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compliance with Government Ordinance No. 26/2000 on associations and
foundations, as approved, amended and supplemented by Law No. 246/2005
or in compliance with some special pieces of legislation that allow the granting
of loans from public funds or reimbursable/non-reimbursable loans under
inter-government agreements;
–

NBR Norms No. 4/2006 on the notification procedure and the registration of
NFIs (published in Monitorul Oficial al României No. 381/3 May 2006),
which establish the notification procedure, as well as the requirements, cut-off
dates and the documents necessary for the registration of NFIs, as amended
and supplemented by Norms No. 27/2006 (published in Monitorul Oficial al
României No. 1044/29 December 2006) with a view to observing the
amendments to Government Ordinance No. 28/2006;

–

NBR Norms No. 6/2006 on the criteria for registration in the Special Register
of NFIs (published in Monitorul Oficial al României No. 442/23 May 2006),
which establish the actual and potential volumes of activity of a non-bank
financial institution that bring it under the supervision of the NBR, as amended
and supplemented by Norms No. 4/2007 (published in Monitorul Oficial al
României No. 119/16 February 2007), with a view to observing the
amendments to Government Ordinance No. 28/2006 and the provisions
regarding the manner of keeping accounting records;

–

NBR Norms No. 7/2006 regarding the changes to the situation of NFIs
(published in Monitorul Oficial al României No. 493/7 June 2006), which set
forth the notification procedure for the changes made subsequent to obtaining
the document certifying the registration in the registers kept by the National
Bank of Romania;

–

NBR Norms No. 16/2006 regarding the own funds of NFIs (published in
Monitorul Oficial al României No. 770/11 September 2006), which set the
minimum level of own funds of NFIs recorded in the Special Register, as well
as the method for their calculation and reporting. The Norms stipulate that the
level of own funds of NFIs recorded in the Special Register shall equal, on a
continuous basis, at least the level of minimum share capital;

–

NBR Norms No. 17/2006 on supervising the exposures of NFIs (published in
Monitorul Oficial al României No. 770/11 September 2006), which set, for
the entities recorded in the Special Register, the upper limits for the exposure
to a single debtor, to persons having special relations with the bank and for the
aggregate exposure;

–

NBR Norms No. 18/2006 on the organisation and internal control,
management of significant risks, as well as the internal audit of NFIs
(published in Monitorul Oficial al României No. 770/11 September 2006),
which establish, for the NFIs recorded in the Special Register, requirements
similar to those applicable to credit institutions in what concerns risk
management in the context of organisation and internal control;

–

NBR Regulation No. 8/2006 on the “know-your-customer” standards of NFIs
(published in Monitorul Oficial al României No. 941/21 November 2006) –
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the general framework for the formulation, by the NFIs recorded in the Special
Register, of own “know-your-customer” policies and procedures, with a view
to combating money laundering and the financing of terrorism;
–

NBR Regulation No. 4/2007 on amending and supplementing NBR
Regulation No. 5/2002 regarding the classification of loans and placements, as
well as the setting-up, adjustment and use of specific provisions for credit risk,
as subsequently amended and supplemented (published in Monitorul Oficial al
României No. 189/19 March 2007), which extends the treatment applicable to
credit institutions over NFIs, with limitation to the specific objective pursued
by the NBR as regards the latter institutions;

–

NBR Norms No. 5/2007 on amending and supplementing NBR
Methodological Norms No. 12/2002 on the enforcement of NBR Regulation
No. 5/2002 on the classification of loans and placements, as well as on the
setting-up, adjustment and use of specific provisions for credit risk (published
in Monitorul Oficial al României No. 191/20 March 2007), which tailor the
existing regulation to the amendment to the basic legal act by including NFIs
in its applicability scope;

–

As the NBR must issue regulations specific to NFIs relative to the organisation
and management of accounting activity, as well as the drawing-up of financial
statements that are subject to endorsement by the Ministry of Public Finance,
Order No. 2/2006 on the organisation and management of accounting activity,
as well as on the drawing-up of financial statements by NFIs was issued.
The Order stipulates the implementation by NFIs, by end-2006, of accounting
regulations in force, issued by the Ministry of Public Finance, namely Order
No. 1752/2005, issued by the minister of public finance, on the approval of
accounting regulations harmonised with EU Directives and the enforcement,
starting with the 2007 fiscal year, of the provisions of Order No. 5/2005,
issued by the NBR Governor, on the approval of accounting regulations in
compliance with the EU Directives, applicable to credit institutions.

As the notification and registration in the General Register of NFIs in operation
upon the entry into force of Government Ordinance No. 28/2006, as amended and
supplemented by Law No. 266/2006, was not completed by end-2006, Order No.
2/2006, issued by the NBR Governor, with a view to regulating the organisation
and bookkeeping by NFIs to be registered in the General Register in 2007 was
supplemented. For this purpose, Order No. 4/2007 supplementing Order No.
2/2006 was issued in February 2007. Accordingly, the supplementations made by
Order No. 4/2007 refer to:
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–

the implementation throughout 2007 by NFIs established before the entry into
force of Government Ordinance No. 28/2006, which are subject to registration
in the General Register in 2007, of accounting regulations applicable to
economic agents (Order No. 1752/2005 issued by the minister of public
finance);

–

the introduction of the option for the enforcement of accounting regulations
applicable to credit institutions (Order No. 5/2005 issued by the NBR
National Bank of Romania

Annual
Report
2006
Chapter 2. Financial stability, regulation and prudential supervision

Governor) for NFIs entered in the General Register by end-January 2007,
under the conditions of ensuring transposition in the new chart of accounts of
the balances outstanding at end-December 2006, as well as of the operations
performed in January 2007.
Registration of non-bank financial institutions in the registers
kept by the National Bank of Romania
The notification of NFIs for their registration in the registers kept by the central
bank started with filing the statements mentioned in Article 60 of the said
Ordinance by 4,801 entities. In compliance with the above-mentioned statements,
the NBR compiled and made public a list of entities which, considering their
activity, come under the incidence of the said Ordinance, with a view to facilitating
reorganisation.
The notification and the registration in the registers are under way, at end-2006 the
procedure being completed for 1,903 NFIs. Out of these, 55 NFIs – mainly
financial leasing companies and companies performing multiple categories of
lending activity are registered in the General Register, out of which 10 NFIs have
also been entered in the Special Register and are under supervision, the remaining
being subject to monitoring, and 1,848 NFIs – mutual benefit societies or
pawnshops, whose activity will be monitored and assessed solely for statistical
purposes – are registered in the Entry Register.

2.3. Regulations on foreign currency regime
In 2006, the NBR continued to act towards fulfilling the commitments assumed in
Romania’s National Programme for Accession. As a result, on 1 September 2006,
the liberalisation of capital transactions was finalised.
In this vein, the regulatory framework regarding the foreign currency regime – put
in place by Regulation No. 4/2005 – was supplemented and amended by
Regulation No. 4/2006 which provides for the completion of capital account
liberalisation, starting with 1 September 2006, when the last capital transactions
were liberalised, i.e. operations in financial instruments normally dealt in on money
markets.

2.4. Regulations on mortgage loans
In the context of fulfilling the tasks devolving on it from the legislative package in
respect of mortgage loans, the NBR set the regulatory framework adjusted to the
new legal requirements on structured finance, the actions to be taken falling into
two categories:
1. The change of the existing regulatory framework, applicable to credit
institutions, so as to allow the inclusion in its applicability scope of mortgage loan
banks, materialised in the issue of the following:
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–

NBR Norms No. 10/2006 amending and supplementing NBR Norms No.
10/2004 on licensing of banks, electronic money institutions, other than banks,
of saving and loan banks for housing and the branches in Romania of foreign
credit institutions (published in Monitorul Oficial al României No. 604/12 July
2006);

–

NBR Regulation No. 1/2007 on the register of credit institutions, published in
Monitorul Oficial al României No. 119/16 February 2007.

2. The preparation and issue of the secondary regulations in the field of
competence of the central bank, as follows:
–

Regulation No. 12/3/2006 issued by the National Securities Commission and
the National Bank of Romania for the licensing of agents in compliance with
Law No. 32/2006 on mortgage bonds (published in Monitorul Oficial al
României No. 743/31 August 2006), which establishes the conditions and the
procedure for the licensing of agents, representatives of holders of mortgage
bonds/securitised financial instruments;

–

NBR Norms No. 19/2006 on the classes of assets eligible for supplementing
the portfolio and substituting mortgage loans in the portfolio (published in
Monitorul Oficial al României No. 770/11 September 2006), which apply to
banks and mortgage loan banks, Romanian legal entities, and regulate the
classes of assets, other than mortgage loans, eligible for supplementing the
portfolio and/or substituting mortgage loans in the portfolio backing a
mortgage bond issue.

In view of Romania’s accession to the EU, the central bank joins in the efforts of
the other government authorities on the path of furthering reform in Romania by
taking part in working groups at the level of the European Commission, dealing
with lending issues, taking into account all the aspects that might ensure a high
degree of financial intermediation and, at the same time, boost public confidence in
the financial system.

2.5. Key prudential regulation objectives for 2007
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–

The configuration of reporting forms relative to the Basel II regulatory
framework at individual and consolidated level, in line with EU standards
(COREP system), developed by the Committee of European Banking
Supervisors (CEBS) and their integration into the electronic reporting system
of the NBR;

–

The preparation of procedures for the acknowledgement by the NBR of the
external credit assessment institutions (ECAIs);

–

The harmonisation of the regulatory framework for authorisation and
adjustment of the situation of credit institutions with the new provisions of
Government Emergency Ordinance No. 99/2006;

–

The creation of a new regulatory framework regarding provisions for credit
risk;
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–

The revision of the regulatory framework for internal control and internal audit
functions, risk management in credit institutions, as well as the regulation of
the compliance function;

–

The steady concern of the NBR to achieve a sound and competitive financial
system translates, among others, into the systematic monitoring of domestic
and external developments with a view to putting in place a regulatory
framework permanently adjusted to the requirements specific to a functional
market economy. Against this background, in the period ahead, the legislation
applicable to non-bank financial institutions is to be amended so as to be
brought into line with the corporate governance principles regulated by the
general law and to be adequately adjusted to the changes in the regulatory
framework governing the activity of credit institutions;

–

Another objective pursued by the NBR in the field of financial institutions
regulation, ensuing from Romania’s capacity as an EU Member State, is the
harmonisation with the acquis communautaire, for which purpose the central
bank will revise the regulatory framework in order to prevent and combat
money laundering and the financing of terrorism and will directly participate in
transposing the Payment Services Directive into the Romanian legislation;

–

The drafting of regulations on the implementation of the financial reporting
framework for supervision purposes – FINREP (established by the CEBS), at
both individual and consolidated levels, necessary for the implementation by
the Romanian banking system of the new provisions on prudential supervision
in the New Capital Accord (Basel II), as well as the International Financial
Reporting Standards (IFRS) at consolidated level, which will ensure the
convergence, to the largest extent possible, of prudential reporting
requirements (COREP) and of financial reporting requirements for supervision
purposes (FINREP).

3. Prudential supervision of credit institutions
3.1. Composition of the banking system
The year 2006 saw the conclusion of a consequential cycle in the history of the
Romanian banking system, i.e. pre-accession to the EU. In fact, over the past years,
the Romanian banking system proved to be the soundest segment of Romania’s
economy, with the share of total bank assets in GDP rising steadily, from 36.6
percent in 2004 to 44.8 percent in 2005 and reaching 50.5 percent, that is more than
half of GDP, at end-2006.
Throughout 2006, the domestic banking system underwent numerous changes in
terms of both ranking and composition. These changes were generated mainly by
restructuring and privatisation, as well as by Romania’s prospect for EU
membership and the related competition environment. Against this background, the
events that weighed heavily on the banking system in 2006 were the following:

– completion of privatisation of Banca Comercială Română, the leading
Romanian bank, via its takeover by the Austria-based Erste Bank;
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– merger between HVB Bank Romania and “Ion Ţiriac” Bank;
– acquisition of the majority stake in Daewoo Bank by Italy-based Cassa di
Risparmio di Firenze S.p.A., causing the former bank to be reclassified from
the group of banks with domestic private capital to the group of banks with
foreign private capital;

– takeover of a 96.78 percent majority stake in MISR Romanian Bank Bucharest
by the Egypt-based branch of Blom Bank, the leading bank in Lebanon, the
former changing its name into Blom Bank Egypt;

– change in the structure of shareholding due to the takeover of the majority
stake in Mindbank and Eurom Bank by the Greece-based ATE Bank and
Leumi Bank respectively;

– takeover, in October, of a 55.4 percent stake in the capital of Romexterra Bank
by MKB Bank, member of the Germany-based Bayerische Landesbank
financial group;

– authorisation of the Bank of Cyprus branch in Bucharest at end-2006;
– revocation of the licence granted to Nova Bank.
The privatisation of Banca Comercială Română and its takeover by the Austriabased Erste Bank was by far the crucial event of 2006.
The privatisation strategy of Banca Comercială Română required that the strategic
investor be singled out from among leading international financial and banking
institutions or from a group (consortium) of investors, out of which at least one
investor should be a leading international financial and banking institution.
At end-2005, Erste Bank had been declared the successful bidder in the
privatisation process for the takeover of BCR, after making the highest bid of
around EUR 3.75 billion. According to the sale-purchase agreement, the new
majority shareholder of BCR acquired the 36.88 percent stake held by the
Romanian state and the 25 percent stake held by the EBRD and the IFC.
The participating interests of Financial Investment Companies and BCR’s
employees (30.12 percent and 8 percent respectively) were left unchanged. At endOctober 2006, the privatisation of BCR was completed by the payment by Erste
Bank of the value in exchange of the majority stake in the bank’s capital. Later on,
Erste Bank made BCR’s employees a generous offer and managed to take over
another 7.27 percent stake, so that it came to hold 69.15 percent by end-2006.
The decision regarding the privatisation of Casa de Economii şi Consemnaţiuni
(CEC) – the Savings Bank – was taken by the Government of Romania in 2005.
In compliance with the latest strategy for the privatisation of CEC (Government
Decision No. 573 of 26 April 2006), it was decided that the 69.9 percent majority
stake in the bank’s capital would be sold to a strategic investor (a leading
international financial and banking institution or a group (consortium) of investors,
out of which at least one should be a leading international financial and banking
institution). This package also included shares accounting for 9.9 percent of the
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capital of CEC, which, by law, are owned by “Proprietatea” Fund. A 5 percent stake
in the share capital of CEC had to be sold to the employees and retirees of CEC, and
the Romanian state was to decide whether the 25.1 percent stake of its shares
remaining after the sale of the majority stake would be sold in full or in part. Once
the privatisation has been completed, the CEC shares left with the Romanian state
could be sold by public offering on the stock market, also to the bank’s shareholders.
The sale of the majority stake was to be made in three stages, namely by
submitting: non-binding preliminary bids, final binding bids, and improved final
binding bids. In the final stage of privatisation of CEC, two entities were still
competing, i.e. OPT Bank of Hungary and the National Bank of Greece that were
to submit improved financial bids. At the very last minute, the former pulled out of
the privatisation process and no longer submitted the improved financial bid. The
EUR 560 million bid submitted by the National Bank of Greece was deemed too
small and was turned down by the Privatisation Commission.
The privatisation of CEC failed to be completed due to the pulling out of one
bidder, the lower-than-expected bid and, last but not least, the lack of interest in
acquisitions on the bank market.
Table 1. Market Share of Banks and Foreign Bank Branches
end of period

Banks with domestic capital,
of which :
- with majority state-owned capital
- with majority private capital
Banks with majority foreign capital
I. Total commercial banks
II. Foreign bank branches
Banks with majority private capital including
foreign bank branches
Banks with majority foreign capital including
foreign bank branches
Total (I+II)

Net assets
2004
2005
2006
RON mill.
% RON mill.
% RON mill.
%
34,059.4 37.9 48,391.7 37.8 19,710.3 11.4
6,194.1
27,865.3

6.9
31.0

9,492.9
10,217.4

5.5
5.9

48,053.7
82,113.1

53.6 70,091.8 54.7 142,528.1
91.5 118,483.5 92.5 162,238.4

82.8
94.2

7,661.2
83,580.2

8.5

7,644.4 6.0
40,747.3 31.8

9,606.1

7.5

10,058.7

5.8

93.1 120,445.2 94.0 162,804.2

94.5

55,714.9 62.1 79,697.9 62.2 152,586.8 88.6
89,774.3 100.0 128,089.6 100.0 172,297.1 100.0

Nevertheless, the government decided to make a EUR 500 million raise in the CEC
capital with a view to supporting the implementation of the new development
strategy for 2008-2010, which is aimed at the modernisation of the bank and the
increase in its efficiency, as well as the consolidation of its position in the retail
market, particularly in the rural area. In this vein, the first step on the path to
fulfilling these objectives was the signing, in May 2007, of the agreement with the
EBRD for the financing of small- and medium-sized enterprises in the rural area, as
CEC has the largest network, including the rural area; this is expected to boost the
competitiveness of local enterprises.
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Given all these changes, at present, the privatisation of the banking system may be
seen as nearing completion. At end-2006, the share of assets held by banks with
private capital or majority private capital in total assets of the Romanian banking
system was 94.5 percent (while the share of assets held by banks with foreign capital
or majority foreign capital, including foreign bank branches, accounted for 88.6
percent). Banks with fully or majority state-owned capital held only 5.5 percent.
In terms of banking system capitalisation, share/endowment capital increased year on
year in both nominal and real terms, by 28.2 percent and 22.3 percent respectively.
Table 2. Banks and Foreign Bank Branches as a Share in Aggregate Capital
end of period

Share capital/Core capital
2005
2006
% RON mill.
% RON mill.
30.7
2,287.7 31.1
2,002.4

%
21.2

234.8
1,272.9
3,108.1
4,615.8
298.1

4.8
25.9
63.2
93.9
6.1

886.9
1,400.8
4,561.2
6,848.9
517.0

12.0
19.1
61.9
93.0
7.0

1,408.5
593.9
6,702.3
8,704.7
740.0

14.9
6.3
71.0
92.2
7.8

4,679.1

95.2

6,479.0

88.0

8,036.2

85.1

3,406.2
4,913.9

69.3
100.0

5,078.2
7,365.9

68.9
100.0

7,442.3
9,444.7

78.8
100.0

2004
RON mill.
1,507.7

Banks with domestic capital,
of which:
- with majority state-owned capital
- with majority private capital
Banks with majority foreign capital
I. Total commercial banks
II. Foreign bank branches
Banks with majority private capital
including foreign bank branches
Banks with majority foreign capital
including foreign bank branches
Total (I+II)

Out of the 39 credit institutions operating in Romania, two were still state-owned
(CEC and Eximbank), three had Romanian majority private capital and 33 credit
institutions, including foreign bank branches, were foreign-owned. CREDITCOOP
is the only credit co-operative network authorised so far which had 124 territorial
outlets as at end-2006.
Table 3. Credit Institutions by Ownership
number of banks, end of period

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
I. Banks
Fully or majority state-owned
capital
- fully state-owned capital
- majority state-owned capital

31

33

36

34

33

33

31

30

32

33

31

7
1
6

7
1
6

7
1
6

4
1
3

4
1
3

3
1
2

3
1
2

3
1
2

2
1
1

2
1
1

2
1
1

Majority private capital:
- majority domestic capital
- majority foreign capital

24
14
10

26
13
13

29
13
16

30
11
19

29
8
21

30
6
24

28
4
24

27
6
21

30
7
23

31
7
24

29
3
26

II. Foreign bank branches

9

10

9

7

8

8

8

8

7

6

7

40
-

43
-

45
-

41
-

41
-

41
-

39
-

38
1

39
1

39
1

38
1

Total
CREDITCOOP
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As regards the country of origin of the capital invested in foreign banks, Romanian
legal entities, and foreign bank branches operating in Romania, the top three
countries were Austria (23.9 of aggregate capital), Greece (16.4 percent) and the
Netherlands (7.4 percent).
Table 4. Foreign Participations in the Share Capital of Banks
and Foreign Bank Branches in Romania as at end-2006
RON mill.
2,257.4
1,552.8
700.4
634.4
442.9
413.7
154.9
153.9
146.9
123.3
109.9
220.4

%
23.9
16.4
7.4
6.7
4.7
4.4
1.6
1.6
1.6
1.3
1.2
2.3

Aggregate foreign capital of the banking system

6,910.8

73.2

Total capital of the banking system

9,444.7

100.0

Austria
Greece
The Netherlands
Italy
Hungary
France
Cyprus
EBRD + IFC
SUA
Germany
United Kingdom
Other

Although competition among banks has increased by the year, 2006 further saw
sustained concentration of the banking system. The top five banks in terms of asset
size (BCR, BRD-Groupe Société Générale, Raiffeisen Bank, HVB Ţiriac, Banca
Transilvania) held 60.3 percent of aggregate assets, 63.5 percent of total loans, 58.4
percent of deposits, 34.9 percent of government securities, and 53.3 percent of
Romanian commercial banks’ tier 1 capital.

3.2. Performance and outlook
In a competition-driven economy governed by the profitability principle, the
capacity of the Romanian credit institutions to manage financial risk has
strengthened. An efficient banking strategy includes both programmes and
procedures meant to manage banking risks, which are actually aimed at reducing
the likelihood of such risks and the potential exposure of the bank.
The restructuring of the banking sector, the wider range of banking products and
services, and the higher purchasing power of households caused the rise in assets of
credit institutions in 2006, as compared to 2005 (by a nominal 34.5 percent and a
real 28.2 percent respectively) and thus the expansion of the share in GDP of bank
assets – the key component of the Romanian financial system – from 44.8 percent
at end-2005 to around 50.5 percent in 2006.
The dynamics of financial, accounting and prudential indicators was influenced by
the slowdown in lending growth, amid further below par values of indicators on
doubtful and overdue loans, by the larger volume of tier 1 capital, by the
National Bank of Romania
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maintenance of a high level of solvency, liquidity and of financial performance
indicators (ROA and ROE).
Table 5. Key Indicators
percent
Indicator
Solvency ratio 1 (>12%)
Solvency ratio 2 (>8%)***
Leverage ratio
(Shareholders' equity/Total assets)
Doubtful and overdue loans/
Total loans (net)
Doubtful and past-due claims/
Total assets (net)
Doubtful and past-due claims (net)/
Equity****
Total doubtful and past-due claims (net)/
Liabilities
Credit risk ratio (unadjusted exposure from
loans and related interest under "doubtful"
and "loss"/Total loans and related interest,
except off-balance-sheet items)
General risk ratio

1999* 2000 2001 2002 2003 2004** 2005** 2006**
17.9 23.8 28.8 25 21.2
15.8 18.9 26.2 22.9 18.2

20.6
-

21.1
-

18.1
-

7.5

8.6 12.1 11.6 10.9

8.9

9.2

8.6

…

0.6

0.7

0.4

0.3

0.3

0.3

0.2

2.4

0.3

0.3

0.2

0.2

0.2

0.2

0.1

31.2

3.3

2.7

2.0

2.0

2.1

1.4

1.5

2.6

0.3

0.4

0.3

0.3

0.2

0.2

0.2

35.4 3.8 2.5 1.1 3.4
40.7 38.7 39.7 42.9 50.7

2.9
47.0

2.6
47.6

2.8
53.0

* Clean-up and strengthening of banking sector began in 1999, and a period of stable
performance followed thereafter.
** Including foreign bank branches and CREDITCOOP.
*** NBR Norms No. 12/2003 no longer regulate solvency ratio 2.
**** From prudential report on own funds.

The central bank’s permanent and sustained concern to put a damper on lending of
credit institutions, by containing consumer risk and mortgage risk (NBR Norms
Nos. 15/2003 and 16/2003), as well as by mitigating credit risk attached to
households and limiting the concentration of exposures from foreign currencydenominated loans (NBR Norms Nos. 10/2005 and 11/2005) resulted in a more
moderate rate of increase of the loan stock and in the change of the composition of
non-government credit in favour of RON-denominated loans; their share in nongovernment credit rose to 53 percent in 2006 from 46 percent a year earlier.
As for non-government credit, household loans1 were still the main driver of
lending, yet they did not hold the largest share in the loan stock. With their share in
total credit rising from 35.2 percent in December 2005 to 42.1 percent a year later,
household loans contributed around 54.9 percent to the growth in non-government
credit, amid a much faster rise (83.8 percent in nominal terms and 75.2 percent in
real terms) than that of corporate loans (37.4 percent in nominal terms and 31.1
percent in real terms).
By purpose, retail credit showed remarkable growth potential as, on one hand, the
volume of such credit is relatively low and, on the other hand, the degree of
1
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financial intermediation is low. In this context, in 2006, consumer loans rose at a
faster clip (94.6 percent) than real estate and mortgage loans (48.1 percent).
Consumer loans totalled RON 31,182.3 million at end-2006, exceeding by far the
value of loans for housing (RON 7,867.5 million), despite households’ keener
interest in the latter.
By currency, RON-denominated loans prevailed at end-2006, their share in total
non-government credit accounting for roughly 53 percent. The fast-paced year-onyear growth of RON-denominated loans (up a nominal 77.3 percent and a real 69.1
percent; up 92.8 percent in the case of EUR-denominated loans) was due to the
strong demand for this type of loans, bearing proof to the efficient monetary policy
measures previously taken by the central bank.
In 2006, the indicators defining the quality of asset portfolio further had a good
performance. In this context, the share of “doubtful and overdue loans” (net) in
total loans was 0.2 percent. “Doubtful and past-due claims” accounted for 0.1
percent in total bank assets, 1.5 percent of tier 1 capital and 0.2 percent of bank
liabilities.
Data in the reports on the classification of loans, placements and related interest at
end-2006 illustrate a slight increase in the value of the key indicators measuring
credit risk, the share of unadjusted exposure attached to loans and interest
classified under “doubtful and loss” in total loans and related interest accounting
for 2.8 percent compared to 2.6 percent a year earlier. By including off-balancesheet items and interbank placements respectively, this indicator rose somewhat
from 2005 (the former stood at 3.1 percent compared to 2.5 percent and the latter
equalled 2.9 percent versus 2.4 percent).
The faster growth of risk-weighted assets (up 56.3 percent) compared to that of
own funds (up 34.4 percent) illustrates banks’ appetite for risk in 2006 too and
influenced the solvency ratio, which reached 18.1 percent at end-2006, the legal
limit being 12 percent.
In 2006, the general risk ratio, representing the ratio of risk-weighted assets to total
assets at book value, moved up 5.4 percentage points, to 53 percent from 47.6
percent in 2005.
In terms of financial performance, net aggregate profit of the banking system for
2006 rose by RON 147.3 million, or 7.2 percent (to RON 2,194.1 million in 2006
from RON 2,046.8 million in 2005). The main contributors to this development
were net interest income (RON 4,930.8 million) and net income from transactions
in securities (RON 542.3 million). Net interest income prevailed (holding the
largest share in aggregate profit), despite the narrowing of the margins between
lending and deposit rates, which was offset however by the larger volume of
transactions, as well as by the development and introduction of new banking
products.
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Table 6. Net Assets and Own Funds as at 31 December 2006
Net assets*
RON mill.
1. Banks with majority domestic capital, of which:
1.1 State-owned banks, of which:
1.1.1. Banks with fully state-owned capital:
Casa de Economii şi Consemnaţiuni
1.1.2. Banks with majority state-owned capital:
Banca de Export-Import a României - Eximbank S.A.
1.2 Banks with majority private capital, of which:
Banca Transilvania
Banca Comercială Carpatica
Libra Bank
2. Banks with majority foreign capital, of which:
1. Banca Comercială Română
2. BRD-Groupe Société Générale
3. Raiffeisen Bank Romania
4. HVB „Ion Ţiriac”
5. Bancpost
6. Alpha Bank Romania
7. ABN Amro Bank Romania
8. Volksbank Romania
9. Banca Românească Grupul National Bank of Greece
10. UniCredit Romania
11. OTP Bank Romania
12. Citibank Romania
13. Finansbank Romania
14. Piraeus Bank Romania
15. Romexterra Bank
16. SanPaolo IMI Bank România
17. Egnatia Bank Romania
18. ProCredit Bank
19. Bank Leumi Romania
20. Emporiki Bank Romania
21. Mindbank
22. Romanian International Bank
23. Banca C.R. Firenze România
24. Raiffeisen Banca pentru Locuinţe
25. Porsche Bank Romania
26. HVB Banca pentru Locuinţe
I. Total commercial banks
II. Foreign bank branches, of which:
1. ING Bank
2. Banca Italo-Romena
3. Anglo Romanian Bank
4. Garanti Bank International
5. Blom Bank Egypt
6. Banca di Roma
7. Bank of Cyprus
Total (I+II)
CREDITCOOP
* net value
** equity (for foreign bank branches)
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Own funds
% RON mill.

19,710.3
9,492.9
7,141.3
7,141.3
2,351.6

11.4
5.5
4.1
4.1
1.4

2,351.6
10,217.4
8,085.9
1,637.3
494.2
142,528.1
45,180.7
28,026.2
13,738.9
8,817.4
7,712.1
7,145.6
5,275.5
4,664.7
3,562.1
2,854.6
2,642.2
2,411.6
2,380.3
1,925.8
1,220.3
1,104.7
766.1
746.5
575.2
375.6
346.2
306.2
255.4
251.3
199.5
43.4
162,238.4
10,058.7
7,222.1
1,302.1
580.6
543.9
212.4
197.6
172,297.1
539.8

1.4
5.9
4.7
1.0
0.2
82.8
26.2
16.3
8.0
5.1
4.5
4.1
3.1
2.7
2.1
1.7
1.5
1.4
1.4
1.1
0.7
0.6
0.5
0.4
0.3
0.2
0.2
0.2
0.2
0.2
0.1
0.0
94.2
5.8
4.2
0.8
0.3
0.3
0.1
0.1
100.0
-

3,192 1
2,121.0
1,222 2
1,222 2
898.8
898.8
1,071 2
870.0
152.6
48.6
15,521 8
3,707.7
2,726.6
1,264 2
1,355.0
906.4
1,033 1
427.2
862.5
687.1
311.3
359.8
318.6
253.7
249.3
175.7
206.0
107.6
78.2
93.0
69.7
108.3
46.9
52.9
48.1
43.2
29.7
18,713.9
876.4 **
203.2
226.3
122.2
187.7
95.9
41.1
19,590.4
178.3

%
16.3
10.8
6.2
6.2
4.6
4.6
5.5
4.4
0.8
0.3
79.2
18.9
13.9
6.5
6.9
4.6
5.3
2.2
4.4
3.5
1.6
1.8
1.6
1.3
1.3
0.9
1.1
0.6
0.4
0.5
0.4
0.6
0.2
0.3
0.2
0.2
0.2
95.5
4.5
1.0
1.2
0.6
1.0
0.5
0.2
100.0
-
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Nevertheless, amid stronger competitive pressures, adjustments were seen in terms
of profitability, i.e. net profit rose at a slower pace than total assets and tier
1 capital. Thus, compared to end-2005, the two financial performance indicators
edged lower: ROA moved down 0.3 percentage points (1.3 percent at end-2006
versus 1.6 percent a year earlier) and ROE declined by 2.4 percentage points (10.3
percent at end-2006 from 12.7 percent at end-2005).
The liquidity indicator for the banking system (effective liquidity/required
liquidity) was 2.3 percent at end-2006 – above the minimum requirement (1),
further illustrating banks’ capacity to fulfil their commitments. At individual level,
banks and foreign bank branches proved they were capable of managing liquidity
risk in an adequate manner.

3.3. Identification of risks in the supervision process
In 2006 too, the focus on risk management had a positive impact on the quality of
the supervisory practices pursued by the NBR. The traditional approach which
relied on checking compliance with the norms and regulations in force has been
gradually replaced by the supervision based on risk assessment and on banks’
capacity to manage risks in an adequate manner. According to this approach, the
inspectors check especially those activities most likely to pose significant risks to
the bank, the objective consisting in the correction of banks’ deficiencies relative to
management and internal control before their financial performance might weaken.
The putting in place of a solid risk management system and an adequate
capitalisation are vital for a bank to operate efficiently and to contribute to the
stability of the financial system. Against this backdrop, the identification of the
possible deficiencies in banks’ management of the main banking risks (credit,
market, liquidity, operational, reputational risks) continued to be the major concern
of the supervisory authority.

Credit risk
Once banks have widened their range of products and lending activity has
expanded, the banking system made progress in enhancing its capacity to manage
and control loan portfolios, their composition, the term structure and the amount of
loans with a view to preventing and correcting the deficiencies before they produce
adverse effects. Nevertheless, amid stiffer competition for increasing the customer
base, several banks had difficulties in managing credit risk, usually manifest in the
form of: (i) flaws in the legal collateralisation for each type of loan, in the
compulsory insurance of assets pledged as collateral and in the transfer of
insurance policies to the bank; (ii) non-observance by the customers of the terms
and conditions for taking loans and the lack of documents necessary for the
approval of loans; (iii) failure to report or delayed reporting of off-balance-sheet
legal collateral; (iv) rise in off-balance-sheet loans and the low repayment rate;
(v) large share of high-risk collateral in the structure of collateral pledged by
customers; (vi) faulty assessment and reporting of loans representing large
exposures, namely the exceeding of the maximum requirement for large exposures;
(vii) high concentration of loans granted to a relatively small number of customers.
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Operational risk
On-site inspections have identified operational risk as the second most frequent
risk to banking. Operational risk involves mainly the following deficiencies:
(i) insufficient staff or large staff moves; (ii) non-observance of NBR Norms
No. 3/2002 on “know-your-customer” rules; (iii) faulty organisation of audit and
internal control system; (iv) inadequacies in the IT system; (v) non-segregation of
duties/responsibilities of employees; (vi) reporting of inaccurate data to the Central
Credit Register with impact on overall risk assessment; (vii) failure to detect some
operations that may be seen as suspicious.

Legal and reputational risks
Some commercial banks experienced certain forms of reputational risk mainly as a
result of operational failure – due to an inadequate internal control system:
(i) control and combat of money laundering; (ii) reporting of payment incidents to
the PIB and of risk information to the CCR; (iii) numerous legal disputes.
Amid the revamping of the supervisory process and the shift in focus to off-site
inspections, the number of complete thematic actions contracted to 24 from 29 year
on year. Conversely, the number of on-site inspections focusing on a small number
of supervisory themes or even on a single supervisory theme increased from 39 to
56. The key objectives of the supervisory actions related to the control and combat
of money laundering and of financing of terrorism through the financial and
banking system, checking the observance of “know-your-customer” rules,
classification of loans, use of specific provisions for credit risk, as well as banks’
investment and financing policy. In addition, on-site inspections were aimed at
identifying the potential discrepancies between the reports submitted by banks, the
fulfilment of measures agreed upon following prior inspections or at checking the
complaints of customers or other government bodies.
The findings relative to banks’ compliance with prudential requirements following
on-site inspections that focused on all supervisory themes or a single supervisory
theme, corroborated with the analyses based on the reports submitted by banks,
materialised in sending 11 notification and observation letters, as well as in the
imposition of sanctions on and adoption of measures for 17 credit institutions.

3.4. Measures to improve risk-based prudential supervision
In 2006, the major challenges the banking system had to face were the
transposition and implementation of the New Basel Capital Accord, the NBR’s
efforts being aimed at developing prudential supervision instruments adequate to
the new framework. The strengthening of co-operation and partnership with the
banking community, which plays an active part in the implementation of Basel II
Accord (banks with majority foreign capital account for 88.6 percent of the
Romanian banking market) make a large contribution to the fulfilment of these
objectives. In this vein, with a view to assessing the impact of enforcing Capital
Requirements Directive (2006/48/EC) on own funds requirements of credit
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institutions, the National Bank of Romania and the Romanian Banking Association
prepared in the first half of 2006 a quantitative study using data at end-2005.
All the 28 banks that participated in this exercise determined capital requirements
for credit risk by resorting to the standardised approach. According to the data in
the templates submitted by banks, the solvency determined based on the
standardised approach (19.47 percent) declined by only 1.52 percentage points
compared to the solvency calculated based on the current regulatory framework
(20.99 percent).
As for operational risk, 18 banks determined capital requirements for this type of
risk by using the basic indicator approach, whereas 10 banks resorted to the
standardised approach. Capital requirements for covering operational risk
contributed to an additional decline of 1.6 percentage points in banks’ solvency
(from 19.47 percent to 17.87 percent).
Analysis of aggregate data illustrates the further high level of capital available to
the banking system, almost 2.1 times higher than capital requirements, by taking
into consideration a solvency threshold of 8 percent which was put in place by the
New Basel Capital Accord starting with 1 January 2007.
Furthermore, the supervisory authority was in permanent contact with credit
institutions via on-site inspections aimed at assessing the conditions for the
implementation of Basel II Accord with a view to evaluate their preparedness to
implement the new prudential regulations. The survey conducted by the NBR to
identify banks’ options showed that, in 2007, the implementation of Basel I
provisions will continue. Starting with 2008, once the provisions of Basel II
Accord become binding, 32 banks, Romanian legal entities, and a branch of a nonEU foreign bank will use the standardised approach in determining credit risk.
As concerns operational risk, 19 banks will resort to the basic indicator approach,
13 banks will use the standardised approach and only one bank has opted for the
advanced internal ratings-based (IRB) approach.
In the case of the advanced internal ratings-based (IRB) approach, the central bank
proceeded to prepare handbooks on the validation of internal models for the
assessment of credit risk, market risk and operational risk that credit institutions will
use to determine capital requirements. In November 2006, the NBR Board decided to
set up an interdepartmental working group including the Supervision Department, the
Financial Stability Department and the Regulation and Licensing Department.
At the same time, once Romania gained EU membership, the NBR became a
member of the European System of Central Banks. This capacity allows Romania
to be represented at all levels (General Council, dedicated committees, working
groups) and implies participation in the regulation process at EU level that takes
place on four working tiers (Lamfallusy procedure). The main benefits of this
process include the faster pace of decision-making due to the delegation of powers
regarding technical regulations to dedicated Committees and the possibility to
achieve, over time, convergence in the field of supervisory practices at the level of
competent authorities in the EU.
National Bank of Romania
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Among the measures taken by the NBR with a view to attaining convergence in the
field of supervisory practices for banking activity are the following:
–

adjusting credit institutions’ reporting system to COREP requirements
(Common Reporting – standardised prudential reporting framework in the EU)
and FINREP (Financial Reporting – standardised financial reporting
framework used by the supervisory authorities in the EU) by establishing the
reporting forms and integrating them into the electronic reporting system of the
NBR;

–

drawing on the recommendations issued by the Committee of European
Banking Supervisors (CEBS);

–

signing ten bilateral memoranda of understanding with the supervisory
institutions in the countries of origin of the financial groups operating on the
Romanian market with a view to improving the exchange of information
necessary for exerting efficient supervision;

–

exchanging information with the supervisors in South Eastern Europe by
establishing a regional platform, as a result of the key role played by foreign
bank subsidiaries in the financial intermediation of the region;

–

promotion of a common supervision culture by ensuring participation in
twinning projects, staff training seminars, bilateral meetings of the NBR as the
supervisory authority in the host country and those in the country of origin,
such as Banca d’Italia, Austrian Financial Market Authority and
Österreichische Nationalbank, Hungarian Financial Supervisory Authority and
Bank of Greece.

Another important event in 2006 was the issue of Government Emergency
Ordinance No. 99/2006 on credit institutions and capital adequacy, the
responsibilities of the NBR in the field of prudential supervision being subject to
changes, especially as regards their limitation to credit institutions, Romanian legal
entities (at individual and consolidated levels when the NBR is designated as the
competent authority in the field) and the branches of non-EU credit institutions in
Romania. In the case of branches of EU credit institutions, the principle of
supervision by the competent authority in the country of origin is applied, the NBR
ensuring only the supervision of liquidity requirements. With a view to ensuring
consolidated supervision, criteria are established according to which, at the level of
Romania or that of the EU, the competent authority in charge of consolidated
supervision is designated. Concurrently, the new regulatory framework attaches
particular attention to the NBR co-operation with the other competent authorities
and to assigning the responsibilities of each such authority.
Amid vigorous expansion of financing provided by NFIs, the NBR brought these
institutions under its regulatory and supervisory umbrella.
Government Ordinance No. 28/2006 on the regulation of some financial and fiscal
measures, as approved by Law No. 266/2006, sets the legal framework for the
taking-up and pursuit of business of NFIs, established with a view to performing,
with professional status, lending activities in a wide sense and defines the minimal,
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equal and non-discriminatory conditions to trade on the market. The activities
performed by these entities come under the following categories: (i) granting of
loans, including, without being limited to, consumer loans, mortgage loans, realestate loans, micro-loans, trade credit, factoring, discount and forfeiting operations;
(ii) financial leasing; (iii) issuing of guarantees and assuming commitments,
including credit guarantee; (iv) granting of credits in exchange of goods for
safekeeping, i.e. pledging via pawnshops; (v) granting of credits to members of
non-profit-making associations set up based on free will of employees/pensioners
in order to grant their members financial support, i.e. mutual benefit societies;
(vi) granting of credits by non-profit-making legal entities from public funds or
redeemable/non-redeemable funds under intergovernmental agreements; (vii) other
lending forms in the nature of credits.
In the latter half of 2006, the Non-bank Financial Institutions Inspection Division
was established within the Supervision Department with a view to supporting the
NBR in ensuring financial stability, in compliance with the specific legislative
framework, as well as in securing equal and non-discriminatory conditions for
lending. The lending activity carried out by these entities has prompted the
Supervision Department to resort to a differentiated approach which requires the
creation of a system capable of monitoring the activity of the entities recorded in
the General Register (according to the regular reports on key financial and
accounting indicators, as well as to the notification of the changes in their
situation), supplemented with on-site inspections at the institutions entered in the
Special Register.
The supervision of NFIs focuses on sound development of financial intermediation,
mitigation of risks generated by lending, protection of loan recipients and provision
of additional financial data for statistical and analytical purposes.

3.5. Co-operation agreements on prudential supervision
The attainment of convergence criteria in the field of supervisory practices for the
banking activity at the level of competent authorities in the EU, the fulfilment of
tasks incumbent on the authorities in charge of consolidated supervision, as well as
the implementation of Basel II provisions nationwide require closer bilateral and
multilateral co-operation of the NBR in the international area.
Subsequent to preparations for negotiations and formalisation of co-operation
relations with the Republic of Moldova, Turkey, Cyprus, Italy, Greece, Germany,
the Netherlands, Hungary, France and Austria, actual co-operation measures were
taken in compliance with the clauses set by the bilateral memoranda concluded
with the supervisory authorities in those countries. Bilateral meetings were held
with representatives of Banca d’Italia, Austrian Financial Market Authority and
Österreichische Nationalbank, Hungarian Financial Supervisory Authority and
Bank of Greece. The meetings were held in the spirit of developing a common
culture on prudential supervision and occasioned the analysis of some issues
relative to the recent developments in those countries’ banking systems, especially
in the banks in the respective jurisdictions, co-operation regarding the approach
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and validation of internal ratings-based models, scheduling of common inspections,
exchange of information on crisis management and issues related to the
management of credit institutions.
In addition, with a view to surmounting potential crisis episodes, the EU Member
States signed a co-operation memorandum of understanding at the level of
supervisory authorities and central banks in those states in order to promote the
stability of financial systems. Following Romania’s joining the EU, the NBR will
automatically become a signatory party to the memorandum. According to this
document, the supervisory authorities and the central banks in the host and home
countries should develop close ties regarding: (i) the exchange of information;
(ii) the assessment of the impact of monetary policy measures on their own
financial systems and (iii) the submission and analysis of systemic assessments.
This infers that, prior to the unleashing of a crisis, the supervisory authorities
should clarify the following: (i) the potential conflicts of interest relative to
observing the requirements in the national legislation and co-operation within the
EU; (ii) the establishment of an operational structure for crisis management
regarding banks and bank groups that may pose systemic risk; (iii) ensuring
conditions for banks and bank groups to send the necessary information within the
shortest delay; (iv) the production and processing of information to be exchanged
between supervisory authorities and central banks in case of a crisis.
As concerns co-operation between local supervisory authorities, in June 2006, the
Private Pension System Supervisory Commission (PPSSC) requested the National
Bank of Romania, the National Security Commission (NSC) and the Insurance
Supervisory Commission (ISC) to be allowed participation in the memorandum of
understanding concluded on 10 March 2006 for ensuring the stability of the
financial system and its components.
As the memorandum of understanding stipulates the possibility of being amended
whenever appropriate and given the interest shown by the PPSSC to participate in
this memorandum, on 14 December 2006, an addendum was concluded according to
which the provisions of the memorandum became opposable to the PPSSC as well.
The PPSSC was set based on Government Emergency Ordinance No. 50/2005 as
approved, amended and supplemented by Law No. 313/2005, in its capacity as
autonomous administrative authority with legal personality, under the control of
the Parliament of Romania. The said authority regulates, co-ordinates, supervises
and controls the activity of the private pension system with a view to protecting the
interests of participants and recipients, by ensuring the smooth functioning of the
private pension system and providing information thereon. The main tasks of the
PPSSC are the following: issuing norms on the private pension system, granting,
suspending and withdrawing opinions and licences of pension funds, managers,
depositaries and financial auditors, prudential supervision and ensuring the
efficient functioning of the private pension system, controlling the activity of the
private pension system, controlling the relations between the manager and other
managers or commercial companies, controlling the setting-up and transfer by the
employer of the contribution to private pension funds, imposition of the sanctions
provided by law, appointment of the special administrator.
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In 2006, the National Bank of Romania continued to replace old notes and coins
with new ones, which were put into circulation on 1 July 2005. The dual
circulation lasted until 31 December 2006, according to the terms and conditions
laid down in Law 348/2004 on domestic currency redenomination.
Throughout the reported year, the NBR monitored closely the compliance with its
own strategy of putting into circulation the new notes and coins while withdrawing
the old ones. This strategy was linked to the cash requirements of credit
institutions and other cash users such as companies and households.
The Issue, Treasury and Cash Management Department oversaw and took the
adequate steps to fulfil – by end-2006 – the objectives set by the NBR Board
concerning the quantity of new notes and coins put into circulation and the
withdrawal of old ones.
In order to complete the new leu series, based on Circular No. 23 of 14 November
2006, the RON 200 banknote was put into circulation on 1 December 2006.
Circular No. 24 of 28 November 2006 on the cessation to be legal tender and
exchange of ROL notes and coins marked the launching by the central bank of a
new information campaign aimed at getting cash users accustomed to the
redenomination itself.
In 2006, the National Bank of Romania continued to co-operate closely with the
European Central Bank, other central banks, European printing works and relevant
government institutions with a view to improving the security of banknotes and
preventing counterfeits.
Moreover, the central bank was steadily concerned with implementing modern IT
solutions in order to ensure effective and secure circulation of currency and
documents.
Apart from the currency issue, the numismatic issue was another major topical
concern of the National Bank of Romania in 2006. Thus, the central bank launched
numismatic issues paying tribute to the great cultural and scientific figures highly
regarded in Romania and marking local and international historical events.
In 2006, the NBR launched the following numismatic issues:
–

gold coins, silver coins and copper-plated brass coins with face values of lei
50, lei 5 and leu 1 respectively, celebrating “140 years since the establishment
of the Romanian Academy” (31 March 2006);

–

replica of the gold medal-coin minted under Constantin Brâncoveanu in 1713
(19 May 2006);
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–

a set of coins marking the celebration of 150 years from the establishment of
the Botanical Garden in Iaşi, comprising Romanian coins with face values of
leu 1; lei 100; lei 500; lei 1,000; ban 1; bani 5; bani 10; and bani 50 as well as
a silver medal (5 June 2006);

–

silver coin with face value of lei 5 dedicated to the wooden church in IeudDeal in the series of numismatic issues titled “Christian Feudal Art
Monuments” (24 July 2006);

–

silver coin with face value of lei 5 marking the 150th anniversary since the
internationalisation of the legal regime of the Danube and the establishment of
the European Commission of the Danube (21 August 2006);

–

gold coin with face value of lei 500 dedicated to the 350th anniversary since
the building of the Patriarchal Cathedral (4 September 2006);

–

numismatic replicas of ancient Roman coins issued after the conquest of Dacia
by Emperor Traianus: replica of a silver denarius issued by Emperor Traianus
in 107 A.D.; replica of a bronze sestertius issued by Emperor Traianus
between 112 and 114 A.D.; replica of an aureus – gold coin issued by Emperor
Traianus between 112 and 117 A.D.; replica of an aureus – gold coin issued by
Emperor Hadrianus between 125 and 128 A.D. (18 September 2006);

–

gold coin with face value of lei 10 dedicated to the “Cucuteni Băiceni Hoard”
in “The History of Gold” numismatic series (16 October 2006);

–

silver coin with face value of lei 5 dedicated to Densuş Church (13 November
2006); and

–

silver coin with face value of lei 5 marking the designation of Sibiu as the
European Capital of Culture in 2007 (11 December 2006).
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Pursuant to Law No. 312/2004 on the Statute of the National Bank of Romania, the
central bank must promote the smooth functioning of payment systems in order to
ensure financial stability and maintain public confidence in the domestic currency.
In order to achieve its objective, aside from regulating, licensing and overseeing
the payment systems, the National Bank of Romania operates its own payment and
settlement systems to ensure all the conditions required by the development of
efficient and sound national payment and clearing systems and the effective
implementation of its monetary policy.
Therefore, the National Bank of Romania operates a real-time gross settlement
payment system for large-value and urgent payments in domestic currency
(ReGIS), and a central depository and securities settlement system for government
securities and certificates of deposits issued by the National Bank of Romania
(SaFIR). Given their particular significance, both systems are managed by the
National Bank of Romania. However, for efficiency reasons, services related to
technical operation of the system were outsourced to TRANSFOND (as technical
provider) 1 .
These systems were implemented as part of a wider project aimed at ensuring the
implementation of the electronic payment and securities settlement systems
consistent with similar systems in the EU, both from the point of view of the
available functionalities and the observance of the best practices and of European
and international standards in the field. The project was managed by the National
Bank of Romania, being co-financed by the EU (through the Phare programme)
and the Romanian banking community (through TRANSFOND). The project
included also the implementation of an electronic clearing system for small-value
payments (the automated clearing house), referred to as SENT (the System for
Electronic Net Settlement) which is operated and owned by TRANSFOND, and of
a back-up and disaster recovery system.
In addition to the above-mentioned systems, the National Bank of Romania
operates a payment system which ensures the paper-based clearing of payments
made via debit payment instruments (cheques, bills of exchange and promissory
notes). However, the paper-based system is going to be replaced by an electronic
processing system of debit payment instruments via SENT.

1

TRANSFOND is a joint-stock company, having as shareholders the National Bank of Romania
(33.33 percent) and 25 credit institutions (66.67 percent).
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1. ReGIS
General aspects
ReGIS, launched on 8 April 2005, ensures the real-time gross settlement of largevalue or urgent payments in domestic currency made by credit institutions, on its
own behalf and account or on customers’ account, as well as of payments in
domestic currency arising directly from, or made for the settlement of net positions
initiated by the net settlement systems and the settlement of the cash lag of
operations performed with financial instruments.
In 2006, ReGIS contributed further to the smooth operation of money market and
forex market, still playing a major role in the successful implementation of the
National Bank of Romania’s monetary policy, in view of the fact that monetary
policy operations performed by the central bank are processed solely through this
system. In 2006, ReGIS ran smoothly, the volume of large-value and urgent
payments settled through it posting a steady increase which has contributed to the
achievement of the National Bank of Romania’s policy objective, i.e. promoting
the settlement in the central bank money, as the sole means of payment.
Behind the increase in the volume of transactions made via this system stood also
the fact that there is no upper or lower limit on the value of processed payments
and the settlement is made in real time in central bank money.

Participation in the system
The criteria for participation in the system allow open and fair access. At end2006, among the participants in ReGIS were 38 credit institutions, the National
Bank of Romania, the State Treasury and 5 organisations providing clearing or
settlement services (TRANSFOND, the Bucharest Stock Exchange, the National
Securities Clearing, Settlement and Depository Company – NSCSDC, Visa
International and MasterCard International).

Pricing policy
Given the critical importance of ReGIS, the National Bank of Romania oversees
the system on a continuous basis in order to ensure that it complies with the Core
Principles established by the G-10 Committee on Payment and Settlement
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Systems 2 . These principles were also adopted by the Governing Council of the
European Central Bank as the minimum common standards for its oversight policy
on large-value payment systems operating in euro (and implicitly of the national
real-time gross settlement systems). One of these principles specifies that
systemically important payment systems should provide a means of making
payments which is practical for its users and efficient for the economy; the
dependency of the usage of the system on the pricing applied is one of the
indicators used for measuring the efficiency for the economy.
In this context, in order to ensure an enhanced efficiency of the system and bring
fees into line with those applied by other national central banks in the EU member
states, the National Bank of Romania acts on a continuous basis to maintain a low
level of the fee per transaction charged to participants. Thus, during 2006, the
National Bank of Romania cut down the fee per transaction two times in a row, i.e.
on 1 March 2006 by 30 percent (from RON 15.00 to RON 10.50) and on 1 October
2006 by 10 percent (from RON 10.50 to RON 9.45).
Overall, in 2006, the fee per transaction applied in ReGIS was diminished by 37
percent from end-2005, coming to be almost 69 percent lower than that applied in
the former payment system.

Payments in ReGIS
In 2006, the average daily volume of payments processed via ReGIS increased by
41 percent versus 2005, while the average daily value of these payments went
down 19 percent versus 2005, due mainly to the drop in the number of
interventions of the central bank on foreign exchange and money markets. Table
1 shows a general picture of the payments traffic in ReGIS in 2005 and 2006.
Table 1. Payments Traffic in ReGIS
Volume (no. of transactions)
Daily
Total
average
2005
2006
Change (±%)

1,100,668
1,548,371
+41

Value (RON mill.)
Average value
Daily per transaction
Total
average
(RON mill.)
4,325 2,408,448
9,370
2.19
6,096 1,927,346
7,588
1.24
+41

-20

-19

-43

2

The Core Principles for Systematically Important Payment Systems Report was published by the
Committee on Payment and Settlement Systems (CPSS) in January 2001. This committee was set up
in 1990 by the governors of the G-10 central banks, i.e. Banque Nationale de Belgique, Bank of
Canada, the European Central Bank, Banque de France, Deutsche Bundesbank, the Hong Kong
Monetary Authority, Banca d’Italia, Bank of Japan, De Nederlandsche Bank, the Monetary Authority
of Singapore, Sveriges Riksbank, Swiss National Bank, Bank of England, the Federal Reserve Bank
of New York and the Board of Governors of the Federal Reserve System in order to address the
general issues concerning the efficiency and stability of payment and clearing arrangements. To this
end, the committee pays attention to issues related to these systems (or arrangements), as well as to
their relations with the major financial markets that are relevant for the conduct of monetary policy.
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Developments in Large-Value and/or Urgent Payments in 2006
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The volume of payments settled throughout 2006 by ReGIS is nearly 1.5 million
payments; in January, the daily average stood at 4,802 transactions, whereas in
December, it came in at 9,841 transactions. The peak of the daily volume of
payments settled through ReGIS was recorded in December 2006 (14,448
transactions/day), this being traditionally the month with the most intense
payments activity, both interbank payments and in relation with the State Treasury
(in December, budgetary payment liabilities fall due).
Developments in Large-Value and/or Urgent Payments
in 2006 versus 2005
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Table 2 shows the structure of payments via ReGIS in 2006 by type of message
which indicates that payment transactions carried out by financial institutions on
their behalf, but on customers’ account (SWIFT MT103 messages-customer
payments) prevailed, holding 88.18 percent of the total volume of transactions in
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the system; however, their total value was relatively low, accounting for only
22.47 percent of the total value of transactions in the system. However, the volume
of payment transactions carried out by financial institutions on their behalf and
account (SWIFT MT202 messages) was relatively low, while their value was
significant.
The volume of payment transactions involving direct debiting/crediting of
participants’ settlement accounts stood at a low level given the low frequency of
these operations (the collection of fees by the National Bank of Romania, the
debiting and crediting of participants’ accounts linked to operations in relation
with the central bank, the operations carried out by the National Bank of Romania
on participants’ behalf, in contingency situations, when they are not able to
connect to the system and perform the operations themselves, etc).
Table 2. The Structure of Payments in ReGIS in 2006
Payments
Total volume
Total value

MT103
(%)
88.19
22.47

MT202
(%)
8.13
59.03

Direct transfer
(%)
3.68
18.5

As concerns the volume of payments made through ReGIS, market concentration is
comparable to the previous year, the top five credit institutions accounting for
about 54 percent of the market (against 52 percent in 2005). By contrast, in terms
of value of payments via ReGIS, the concentration degree increased, the top five
credit institutions holding nearly 54 percent of the market (compared with
37 percent in the preceding year).
A very high operating level in terms of ReGIS availability represents another
major objective of the National Bank of Romania, taking into account the
importance of the ReGIS system to the banking and financial system and the
national economy. In 2006, the average availability of ReGIS, namely the extent to
which participants could use the system without encountering difficulties during
operations, was 99.89 percent, falling within the range of tolerance established by
the National Bank of Romania according to the service level agreement.
Furthermore, this percentage represents however a small increase compared to
2005, when 99.84 percent in terms of average availability was reached.
Throughout 2006, the National Bank of Romania monitored steadily the settlement
and activity of participants in the ReGIS system. The participants’ behaviour was
adequate, in accordance with the system rules and procedures, without being
subject to any penalties or sanctions. The volume of payments did not witness
significant concentrations in certain time intervals (for instance, towards the end of
the operating day). Likewise, no gridlock situations occurred due to the lack of
funds in one or more participants’ settlement account/s. In 2006, participants
succeeded in adequately and efficiently managing their liquidities, the number of
payment instructions in the queue being relatively small and lasting for a short
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time only. Furthermore, no payment instruction was automatically cancelled from
the queue at the end of the operational day owing to insufficient funds in the
settlement accounts.

2. The payment system ensuring the paper-based clearing
of payments via debit payment instruments (PCH)
This system ensures the paper-based clearing of payments via cheques, bills of
exchange and promissory notes, being the last component of the former national
paper-based payment system. The system is managed by the National Bank of
Romania and operated by TRANSFOND, in its capacity as agent of the central
bank.
In 2006, the traffic of cleared payments made by debit instruments (cheques, bills
of exchange and promissory notes) increased slightly compared with 2005 both in
terms of volume (7.8 percent) and value of cleared payments (20.9 percent). The
changes in payment flow of cleared payments through this system are shown in
Table 3.
In 2006, this system ensured the clearing of roughly 8.3 million payment
instruments with a total value of RON 49,882 million; the daily average value of
payments was nearly RON 196.38 million.
Table 3. Developments in Cleared Paper-based Payments
2005

2006

Change
(±%)

7.7

8.3

+7.8

Value
(RON mill.)

41,249

49,882

+20.9

Average daily value
(RON mill.)

161.76

196.38

+21.4

Payments
Volume
(mill. instruments)

Considering the inefficient paper-based processing of debit payment instruments,
the current system will be replaced by an electronic processing facility of cheques,
bills of exchange and promissory notes through SENT (amendments to the current
legal framework are needed in order to support the electronic processing of debit
instruments).

3. SaFIR
General aspects
SaFIR, which was launched on 3 October 2005, is the central depository and
securities settlement system for government securities and certificates of deposits
issued by the National Bank of Romania, organising and managing the registration
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and transfer of proprietary rights on the above financial instruments. SaFIR is a
real-time gross settlement system that settles in the central bank money the cash
lag of operations performed with the respective financial instruments. The system
is provided with functionalities for the management of financial instrument and
accounts, for payment events processing, daily reconciliation and daily valuation.
By ensuring the registration and real-time settlement of the financial assets eligible
for the central bank monetary policy operations and by providing the real-time
collateral management, in 2006 SaFIR continued to be one of the main
contributors to the successful implementation of the National Bank of Romania’s
monetary policy and to the smooth functioning of national payment systems. These
tasks, provided for in Law No. 312/2004 on the Statute of the National Bank of
Romania, are pivotal in ensuring national financial stability.
Face value of outstanding issues
In 2006, the overall outstanding face value of RON-denominated issues registered
with SaFIR rose from end-2005, considering that the certificates of deposit issued
by the National Bank of Romania have been transferred to SaFIR. At end-2006,
certificates of deposit accounted for 35.8 percent of the overall face value of
outstanding RON-denominated issues.
Moreover, the outstanding face value of government securities decreased by 7.7
percent in 2006, owing to the lack of new government securities issues throughout
the year.
Apart from RON-denominated issues, SaFIR manages USD-denominated
government securities issues with an overall face value of USD 5.9 million.
Participation in the system
The criteria for participation in SaFIR allow open and fair access. At end-2006, the
participants in this system consist of 37 credit institutions, the National Bank of
Romania and the Ministry of Public Finance.
SaFIR operations
SaFIR settles operations performed by participants in relation to the issuer
(settlement of primary market results, interest and/or coupon payments,
partial/optional/total redemption) and operations performed by participants on the
secondary market (sale/purchase transactions, financial collateral arrangements,
repo transactions, portfolio transfers). The chart below shows the number and
value of these operations in 2006.
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Volume and Value of Transactions
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The structure of the transfers of financial instruments reveals the main feature of
the secondary market for government securities, i.e. a fairly low activity on the
interbank market: 95 percent of the total number of transfers made in 2006 were
free-of-payment transfers (FOP), representing trades between credit institutions
and their customers.
Management of collateral for ancillary systems
SaFIR provides the infrastructure required for the real-time management of the
collateral aiming to guarantee the settlement of net positions of participants in
ancillary systems (Visa, MasterCard, BSE, NSCSDC, SENT, PCH).
The chart below describes the structure of collateral set up.
Collateral in the Form of Financial Instruments
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Facilities for cash management in ReGIS
In order to ensure the smooth settlement in ReGIS, the National Bank of Romania
grants to participants in ReGIS an intraday credit facility using repo agreements
based on eligible assets. Although the access to this facility is free and nondiscriminating for the participants in ReGIS, provided they participate in SaFIR as
well, there was no request for the provision of intraday credit in 2006.
Availability of the system
Another major objective of the National Bank of Romania is to ensure the highest
possible availability of SaFIR. In 2006, the average availability of SaFIR reached
99.99 percent, falling within the range of tolerance established by the National
Bank of Romania according to the service level agreement. It should be noted that,
in 2006, the average availability of SaFIR posted a decrease compared with
100 percent in 2005; however, this comparison is not so relevant given that SaFIR
operated only for three months in 2005 (October through December).
Pricing policy
With a view to ensuring the efficiency of SaFIR, the National Bank of Romania
acts on a continuous basis to lower the level of fees per transaction charged to
participants in the system, in line with the increase in terms of volume of
transactions settled via the system. Thus, starting from January 2006, the National
Bank of Romania lowered the fee on delivery-versus-payment (DVP) transfers by
50 percent, from RON 158 to RON 79.

Developments in SaFIR in 2006
Implementation of the indirect holding system
Against the background of Romania’s joining the EU and of the liberalisation of
capital movements, with a view to providing the adequate legal framework to
enable the non-resident natural/legal persons having access to the domestic market
for government securities, during 2006, SaFIR was enhanced by adopting the
indirect holding system.
Indirect holdings call for a multi-tiered accounting structure. The system consists
of one or more tiers of intermediaries between the depository of government
securities and the final holder of government securities (the owner).
Until the implementation of the new holding system, holdings of financial
instruments in SaFIR were organised as a hybrid system (combining features of the
direct holding system and those of the indirect holding system), considering that
the proprietary right could be registered only up to the second tier of
intermediaries, i.e. the resident custodian banks.
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Registration and settlement of benchmark government securities
Throughout 2006, the Ministry of Public Finance coordinated the Phare project
“Improvement of the State Treasury’s management system”, whose main objective
was to develop an efficient and liquid market for government securities, with a
focus on benchmark government securities.
Benchmark government securities feature high standardization in terms of
maturities, payment events schedule, primary market procedures and computation
conventions. After implementing this system of organizing government securities
issues, for each maturity there will be a single benchmark issue outstanding.
Moreover, the face value of each outstanding issue may vary upwards, based on
the financing needs of the issuer.
In order to support these measures and allow the management of these new issues
and of the specific operations related to them, SaFIR was enhanced with new
functionalities:
–

registration of the benchmark government securities;

–

settling the primary and secondary market operations with benchmark
government securities;

–

daily valuation of benchmark government securities issues;

–

managing the payment events for previously-mentioned issues.

Registration and settlement of the certificates of deposit issued
by the National Bank of Romania
The certificates of deposit represent the central bank’s liabilities towards the
holders of such financial instruments; they are negotiable, are issued with discount
and redeemed at maturity at their face value. The National Bank of Romania issues
certificates of deposit in order to withdraw excess liquidity from the market,
achieving its tasks concerning the implementation of monetary policy.
Following the enhancements of the system, SaFIR took over the settlement of
primary and secondary market results, as well as the processing of payments
related to the certificates of deposit.
Therefore, the certificates of deposit can be used for:

74

–

monetary policy operations performed by the National Bank of Romania;

–

collateral for lending facilities granted by the central bank to banks;

–

collateral for the settlement of net positions related to the participation in the
ancillary systems.
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4. The National Bank of Romania’s participation in the activities
carried out within the structures of the European System
of Central Banks and the European Central Bank
In the context of Romania’s joining the EU, in 2006, the National Bank of
Romania participated, with an active observer status, in all the activities carried
out within the structures of the European System of Central Banks and the
European Central Bank, performing tasks in the field of financial market
infrastructures, i.e. within the Payment and Settlement Systems Committee,
including all its sub-structures: Payment Systems Policy Working Group,
Securities Settlement Working Group and Working Group on TARGET2.

5. Regulation, licensing and oversight of payment systems
In 2006, the National Bank of Romania issued the following regulations in the
field of payment systems:
a) Regulation No. 6/2006 on the issuance and use of electronic payment
instruments and the relationships between the participants in transactions
involving these instruments, regulating: (i) the inclusion of non-bank financial
institutions in the category of electronic payment instrument issuers, (ii) the
issuance and putting into circulation of electronic payment instruments, by
requesting the issuers to notify in advance the National Bank of Romania of these
operations, as well as the prerogative of the central bank to oppose the issuer’s
intention to put into circulation such payment instruments, (iii) the monitoring of
the activity performed by the issuers/acceptors of electronic payment instruments
and (iv) the imposition of measures, including the withdrawal of electronic
payment instruments which do not meet the safety requirements in terms of safe
utilisation and the enforcement of penalties.
b) Regulation No. 11/2006 on the circuit of debit payment instruments, regulating
the flow of debit payment instruments processed and cleared via an electronic
payment system. This regulation sets forth mainly:
–

the length of the debit payment instruments circuit;

–

the rights and liabilities of credit institutions;

–

the liabilities of the entity managing the multilateral clearing system of
interbank payments;

–

the enforcement of penalties by the National Bank of Romania where the
provisions of the regulation are not observed.

In addition, with a view to fulfilling its tasks laid down by Law No. 312/2004 on
the Statute of the National Bank of Romania, the National Bank of Romania
collaborated with the European Central Bank, providing it with assistance in
collecting statistical data on payments, payment and settlement systems of
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operations in financial instruments to be published in the annual report issued by
this institution (Blue Book). The National Bank of Romania together with the
central banks which are members of the European System of Central Banks, took
an active part in the development and improvement of the reporting methodology
for reporting entities related to the reporting schemes concerning payments,
payment and settlement systems, central depositories, trading platforms and
clearing houses, central counterparties and stock exchanges.
In order to implement these reporting schemes in the context of the specific
conditions of Romania, the National Bank of Romania conducted the following
activities:
–

cooperating with the reporting entities (credit institutions, the Ministry of
Public Finance, the Romanian Post Office, the Bucharest Stock Exchange, the
Sibiu Monetary-Financial and Commodities Exchange and the Sibiu Clearing
House) with a view to clarifying the reporting methodology related to each of
the mentioned reporting schemes;

–

collecting data and endorsing the statistical data received from the reporting
entities;

–

aggregating and transmitting the statistical data to the European Central Bank
for publication in the Blue Book;

–

drafting the chapter of the Blue Book related to the information on payment
instruments, payment and securities settlement systems in Romania.

Within the project for the optimisation of the reporting activity of credit
institutions, called “The IT Reporting System to the National Bank of Romania”, a
platform was developed and implemented for reporting the payments module.
To this end, the primary indicators were established in order to meet the needs of
the National Bank of Romania (the collection of statistical data and information
necessary for monitoring the functioning of payment systems and for analysing
and reporting on the operations provided by payment systems), as well as of the
European Central Bank.
As concerns the licensing of payment systems, in the last quarter of 2006, the
RoClear system was assessed in order to be licensed as a payment system ensuring
funds clearing and the settlement of operations in financial instruments.
The assessment was based on the licensing documentation handed over by the
system’s administrator, i.e. Depozitarul Central, and took into consideration the
minimum requirements such a system must meet; these requirements were
developed by the Committee on Payment and Settlement Systems at the Bank for
International Settlements (CPSS-BIS) and the Technical Committee of the
International Organisation of Securities Commissions (IOSCO) (Recommendations
for Securities Settlement Systems, released in January 2001). The RoClear system
was licensed by the National Bank of Romania on 28 November 2006, being
granted the operating licence on 2 March 2007.
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The short-term objective as regards payment systems is to complete and issue the
Regulation on oversight of payment systems, establishing the general principles of
the oversight of payment and securities settlement systems, as well as the liabilities
of systems’ operators, in order to enable the National Bank of Romania to exercise
its prerogative of payment system oversight.
In the medium term, the National Bank of Romania pursues the following
objectives:
–

to issue norms and/or procedures on the oversight of each system, i.e. largevalue payment systems, small-value payment systems, securities settlement
systems and card schemes;

–

to assess the three components of the electronic payment system from the
viewpoint of their compliance with the standards set forth by the European
System of Central Banks and the European Central Bank, the Committee on
Payment and Settlement Systems of the Bank for International Settlements,
IOSCO and CESR (the Committee of European Securities Regulators).
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Chapter 5. Management of international reserves
1. International reserves in 2006
In 2006, international reserves grew significantly to EUR 22,934.72 million at endDecember, of which EUR 21,309.65 million worth of foreign currencies
(accounting for 92.91 percent), and EUR 1,625.08 million, the equivalent of 104.7
tonnes of gold (accounting for 7.09 percent).
The gold reserves shrank by 137 kg, from 104.838 tonnes to 104.701 tonnes, as a
result of further retrocession to the rightful owners in accordance with the legal
provisions. Nevertheless, the gold stock value moved up EUR 164.54 million, due
to the increase in gold price on the international market.
Foreign currency reserves followed an uptrend. The chart below sets out the
quantitative developments in foreign currency reserves and the related inflows and
outflows.
International Reserves in 2006
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December
2005
18,258.30
16,797.76
1,460.54

December
2006
22,934.72
21,309.65
1,625.08

Change
Dec. 2006/
Dec. 2005
4,676.42
4,511.89
164.54
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EUR million

International reserves
I. Inflows - Total
1. Inflows of foreign currency to the Ministry of Public Finance accounts

2006
6,426.35
2,413.08*

2. Inflows to foreign currency required reserves of credit institutions

3,448.73

3. Incomes from management of international reserves

562.11
2.43
1,346.92
1,136.51
186.45
23.96

4. Surrenders to the foreign currency reserve
II. Outflows - Total
1. Repayment of public debt
2. Repayment of publicly guaranteed debt
3. Other
* In October, EUR 2.2 billion from BCR privatisation.

2. Strategic goals
Goals set for the period April 2006-March 2007
The principles complied with in the management of international reserves were the
same as in the previous period, namely security, liquidity and return on investment,
provided the first two principles are observed.
The strategy for foreign currency reserves management during April 2006-March
2007 was based on the assumption of a rise by 131 basis points in interest rates on
the US market and by 105 basis points on the European market, respectively.
Regarding the total return on investment, the increase in interest rates represented
a risk, as it triggers a fall in bond prices.
A depreciation of the US dollar against the euro was anticipated on the foreign
exchange market.
Based on this assumption, the strategy approved by the NBR Board in March 2006
envisaged the following objectives:
(i)

to maintain an average duration of portfolios to allow a total return of
3.2 percent over a 12-month horizon, with an 84 percent realisation
probability (subsequently, the reduction of the duration of eurodenominated portfolio to a 9-month horizon enhanced the realisation
probability to 90 percent);

(ii)

to have a currency composition in which the euro accounts for 60-68
percent of total foreign currency reserves, the US dollar for 28-34
percent of total forex reserves, and other currencies for at most
5 percent of total foreign currency reserves;

(iii)

to have the following categories of issuers: the US government,
government agencies or agencies sponsored by the US government,
the governments of the EU Member States, government agencies or
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agencies sponsored by the governments of EU Member States, and
supranational institutions, private entities issuing asset-backed bonds;
(iv)

to limit exposure to private entities other than those issuing assetbacked bonds, to 15 percent of total international reserves;

(v)

to limit exposure to private entities issuing asset-backed bonds to 10
percent of total international reserves; and

(vi)

to diversify international reserves management operations insofar as
the necessary contracts are completed.

Developments in external environment
In 2006, the pace of global economic growth accelerated over the year before
(5.4 percent from 4.9 percent), due to the faster expansion of economies in the
euro area, the United Kingdom and Japan. The economies of developing countries
in Latin America, Asia and Central and Eastern Europe also contributed to the
pick-up of global GDP expansion, whereas the economies of some developed
countries such as the USA, Canada, Australia and New Zealand recorded lower
rates of growth than in the previous year.
Against this background, expectations of increases in interest rates on the
European market were validated. Interest rate developments on the US market
followed the anticipated scenario only during the first part of the period considered
in the strategy; subsequently, interest rates flattened out or even decreased.

One-year Interest Rate on US
Treasuries Market

One-year Interest Rate on Eurobond
Market
4.2

percent
expected interest
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actual interest rate
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Developments on forex market confirmed the projections. The US dollar
depreciated about 6.5 percent against a basket of currencies consisting of the euro,
the Japanese yen, the British pound, the Canadian dollar, the Swedish crown and
the Swiss franc.
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3. The manner to achieve strategic goals
The Foreign Reserve Management Committee (FRMC) examined on a regular
basis the developments on financial markets and their impact on the prospects of
achieving the approved goals, and decided on the adequate measures.
Given the high interest rate risk implied by the ECB statements and decisions, as
well as by the expectations of higher interest rates, and implicitly lower prices of
fixed-income instruments in the portfolio, the FRMC decided to shorten the
duration of portfolios in euros from one year to 9 months. The decision led to a
rise in the yield of the portfolio in euro and paved the way for achieving the
established goal.
The duration of the portfolio in US dollars was kept at one year, as the risk of an
increase in interest rate diminished significantly in the second part of the period
under review, following the unexpectedly weak growth of the American economy.
Therefore, the yield of the portfolio in US dollars grew markedly, leading to the
improvement of total yield.
The duration of the portfolio in British pounds was raised from 3 months to 2.7
years, in order to benefit from higher yields on longer-term instruments.
Following these decisions, the total yield of international reserves stood at 2.33
percent for euros and 4.49 percent for US dollars. In comparison, in 2006, total
return on government bonds with maturities up to 3 years included in the Merrill
Lynch index came in at 2.07 percent for euros and 4.24 percent for US dollars.
Yield against Merrill Lynch Indexes
percent
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In 2006, the share of the euro widened from 66.6 percent to 68.8 percent in total
international reserves. This was the result of the advance in international reserves
by EUR 2.2 billion, representing the equivalent of the Romanian government’s
participation in Banca Comercială Română (BCR), as well as the appreciation of
the single European currency on the foreign exchange market.
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Forex Reserve Composition
on 31 December 2005

Forex Reserve Composition
on 31 December 2006
percent

EUR
66.6

other
currencies
4.8

EUR
68.8

other
currencies
4

USD
28.6

USD
27.2

The FRMC decided to extend the list of eligible bond issuers to thirty-seven, by
observing the provisions for the minimum AA- rating, with a view to diversifying
the array of financial tools used in international reserves management and boosting
revenues.
NBR Bond Portfolio Exposure
on 31 December 2006

NBR Bond Portfolio Exposure
on 31 December 2005
percent

guvernments
93.01

agencies
6.32

supranationals
0.67

agencies
7.89
governments
66.16

supranationals
9.49

covered
bonds
16.46

The number of counterparties eligible for trading remained unchanged at thirtyfour given that the financial standings or the ratings assigned to those entities saw
little change.
In 2006, the array of investment instruments was diversified in order to yield
higher returns. Thus, the NBR started to invest in bonds with repurchase option
issued by the Bank for International Settlements, as well as in European covered
bonds.
In September, the NBR’s securities lending programme was implemented.
The programme ensured that the bonds issued by the Federal Reserve Bank of
New York and held by the NBR in its custody account are actively resorted to in
order to yield additional revenues.
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As a result of the above-mentioned developments, net revenues ran at EUR 562
million, up EUR 250 million over the previous year. This hike in revenues was due
mostly to the increase in the profitability of reserves management (EUR 203
million), the remainder of EUR 47 million resulting from the expansion in the
volume of foreign currency reserves.
International Reserve Management
EUR million
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Chapter 6. Balance of payments and international
investment position
1. Current account
In 2006, the balance-of-payments current account deficit widened to EUR 9,973
million, up 44.8 percent year on year, accounting for 10.3 percent of GDP against
8.7 percent in 2005.
Table 1. Current Account
EUR million

a) Trade balance (goods)
- exports (FOB)
- imports (FOB)
b) Services, net
c) Incomes, net
d) Current transfers, net
Current account balance

2005
-7,806
22,255
30,061
-349
-2,326
3,593
-6,888

2006
-11,759
25,850
37,609
6
-3,014
4,794
-9,973

The EUR 11,759 million trade deficit, whose share in GDP rose to 12.1 percent in
2006, from 9.8 percent in 2005, weighed heavily on the current account deficit.
The trade gap widened 50.6 percent year on year due to the slowing growth rate of
exports to developing countries and still fast-paced imports. By group of countries,
the trade deficit was due to developed countries (58.4 percent, of which 51.2
percent from the trade with EU Member States), followed by countries in transition
(25.6 percent, of which 22.7 percent from the trade with the Russian Federation)
and developing countries (16 percent) 1 . Moreover, the coverage of imports through
exports and the openness of the Romanian economy dropped year on year by 5.3
percentage points and 0.5 percentage points respectively (to 68.7 percent and 68.5
percent respectively).
Exports of goods came in at EUR 25,850 million, up 16.2 percent from the
previous year, as a result of higher external prices (petroleum products2 ,
machinery, iron and steel products, chemical products, plastic products, furniture)
and of a larger increase in the export volume of processed goods (intermediate and
capital goods). The export value stood EUR 275 million higher year over year at
EUR 3,595 million. Manufactured goods accounted for 97 percent of Romania’s
exports; the value of exported industrial goods in 2006 amounted to EUR 25,025
million. Exports of manufactured goods advanced by 15.8 percent versus 2005,
except for clothing, building materials and other ore products.
Imports of goods expanded to EUR 37,609 million, up 25.1 percent year on year,
due to stronger domestic demand for capital goods (motorcars, tractors and other
1
2
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road vehicles, machinery, apparatus and mechanical devices, electrical equipment
and apparatus) and energy products. The year-on-year rise in import value equalled
EUR 7,548 million, up EUR 1,745 million from 2005, mainly as a result of the
expansion in the physical volume of imported goods.
Net terms of trade 3 further advanced in 2006 to reach 104.4 percent, against the
backdrop of a more significant increase in export prices (8.2 percent) when
compared to import prices (3.6 percent). Gross terms of trade4 stood at 88.9
percent, as the physical volume of imports rose faster than that of exports (20.8
percent and 7.4 percent respectively).
Behind the widening of the current account deficit stood also the expansion in
incomes of non-residents from direct investment 4 , leading to an increase in the
income deficit by about 30 percent over the previous year. The negative impact of
goods and services on the current account was alleviated by the positive
developments in current transfers, as well as by the turning of the services balance
deficit into surplus.

2. Financial and capital account
In 2006, the financial and capital account balance in amount of EUR 10,517
million (up 62.1 percent over the year before) was mainly the result of direct
investment by non-residents in Romania.
Net direct investment 5 added 72.8 percent year on year to EUR 9,052 million,
against the backdrop of the growth in foreign direct investment. Net direct
investment by non-residents in Romania soared 74.2 percent year on year totalling
EUR 9,082 million, of which 78.4 percent in equity holdings and intra-group
loans 6 , and the remainder in reinvested earnings and in-kind contributions to the
share capital. Privatisation proceeds pushed equity stakes up by EUR 2.25 billion7 ,
compared to EUR 0.8 billion in 2005.
In 2006, foreign direct investment was channelled towards the following economic
sub-sectors: industry, trade, financial intermediation and insurance services,
telecommunications, services supplied to companies8 , transport and construction.
Foreign investors came largely from the Netherlands, Austria, Germany, France,
Italy, the United Kingdom, Greece, Cyprus and the United States of America.
Portfolio investment in 2006 recorded net inflows of EUR 50 million from the
following transactions:

3

Source: National Institute of Statistics
Dividends and reinvested earnings
5
Net value of non-residents’ investment in Romania and the net value of residents’ investment abroad
6
Loans between foreign investor and resident company
7
Takeover by Erste Bank Austria of 36.8 percent in BCR capital in October 2006
8
Real estate transactions, renting and services provided chiefly to companies
4
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–

purchase by residents of a part of the RON-denominated bonds issued by the
World Bank and launched on the Romanian market in September 2006 (the
equivalent of EUR 116 million);

–

purchase of shares issued by Erste Bank Austria worth EUR 194 million in
December 2006 by part of BCR employees;

–

the issue and launch on the Luxembourg market of bonds worth EUR 215
million by BRD-Groupe Société Générale in December 2006;

–

the redemption in September 2006 by Societatea Naţională a Petrolului Petrom
joint-stock company of bonds worth EUR 125 million issued in 2001; and

–

transactions with Romanian financial instruments on the domestic capital
market.

In 2006, net external financing from medium- and long-term loans and credits
came in at EUR 1,374 million, down 56 percent from the previous year. The trend
was generated by the contraction in the loans taken by the banking sector, the
government sector and other sectors. Net inflows from short-term loans and credits
multiplied 4.2 times against 2005 to reach EUR 3,803 million.
Table 2. Current Account Deficit Financing
EUR million

Deficit financing
Capital transfers, net
Direct investment, net
Portfolio investment, net
Other capital investment:
- borrowings (MLT)
Ö inflows
Ö repayments
- loans (MLT), net
- loans (ST), net
- other*
NBR's reserve assets
(„-” increase)

2005
6,888
596
5,237
778
5,711
3,122
6,653
3,531
13
903
1,673
-5,434

2006
9,973
-36
9,052
50
6,065
1,374
5,608
4,234
503
3,803
385
-5,158

*) includes the following items, net: cash and cheques, deposits, in transit accounts, clearing and barter accounts,
errors and omissions.

In 2006, about 91 percent of the current account deficit (EUR 9,973 million) were
covered by direct investment, and the remainder by medium- and long-term loans
and credits.

3. Romania’s international investment position
At end-2006, official international reserves managed by the National Bank of
Romania amounted to EUR 22.9 billion, up EUR 4.7 billion from end-2005 as a
result of changes in the banks’ required reserves in foreign exchange (EUR 3.4
billion) and privatisation revenues worth EUR 2.3 billion (of which EUR 2.25
billion from the privatisation of BCR). Throughout 2006, official foreign currency
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reserves diminished by the value of payments on external debt service (EUR 909.6
million) and by that of foreign currency-denominated government securities
redeemed by the Ministry of Public Finance (EUR 290.7 million).
Medium- and long-term external debt 9 expanded 12.5 percent from end-2005 to
EUR 27.7 billion, as a result of EUR 3.8 billion worth of net inflows from foreign
credits and gains from EUR-USD exchange rate movements (EUR 0.7 billion). In
2006, medium- and long-term external debt service ran at EUR 6.1 billion, of
which EUR 5 billion in principal repayments and EUR 1.1 billion in interest and
commission payments.
Composition of medium- and long-term external debt by debtor illustrates the
prevalence of non-guaranteed public debt (57.9 percent), followed by direct public
debt 10 (25.2 percent), publicly guaranteed debt 11 (13.4 percent), and medium- and
long-term deposits (3.5 percent). In year-on-year comparison, the share of nonguaranteed public debt widened 7.6 percentage points, whereas the shares of direct
public debt and publicly guaranteed debt narrowed by 3 percentage points and 4.3
percentage points respectively. In 2006, foreign credits were further channelled
into financial, banking and insurance activities (43.5 percent), real-estate
transactions (16 percent), transport and warehousing (10.5 percent), manufacturing
(7.8 percent) and construction (4.7 percent).
Composition of medium- and long-term external debt by creditor shows that the
share of private creditors continued to widen (from 75.6 percent at end-2005 to
79.2 percent at end-2006). This development was attributed to the channelling of
loans granted by foreign private banks primarily into the Romanian banking sector,
while the shares of international financial institutions and bilateral creditors in total
external debt dropped to 19.8 percent and 1.1 percent respectively.
Composition of medium- and long-term external debt by maturity points to the
continuation of the previous year’s trend, with the share of long-term external debt
shrinking 1.6 percentage points from end-2005 to 64 percent of total medium- and
long-term external debt against the background of the decline in long-term public
debt and the pick-up in medium-term private debt.
Composition of medium- and long-term external debt by currency at end-2006
shows that the euro was in the lead (69.5 percent, up 6.3 percentage points against
end-2005), followed by the US dollar (19.4 percent, down 8.4 percentage points)
and other currencies (11.1 percent, up 2.2 percentage points). As for the
composition of medium- and long-term external debt service by currency, the euro
also took the largest share (63 percent), ahead of the US dollar (31.8 percent) and
other currencies (5.2 percent).

9

Arising from foreign loans and credits, bonds a. s. o.
External loans taken by the Ministry of Public Finance/local general government in accordance
with Public Debt Act.
11
External loans guaranteed by the Ministry of Public Finance/local general government in accordance
with Public Debt Act.
10

National Bank of Romania

87

Annual
Report
2006
Chapter 6. Balance of payments and international investment position

Medium- and long-term external debt accounted for 28.5 percent of GDP at yearend 2006, down 2.5 percentage points from end-2005, and for 88.4 percent of
exports of goods and services, down 5.1 percentage points. Medium- and long-term
external debt service ratio fell from 20.1 percent at end-2005 to 19.5 percent at
end-2006. Import cover of the National Bank of Romania’s reserves rose year on
year from 6.3 months to 6.4 months.
Table 3. External Indebtedness Indicators
percent

2005

2006

6.3

6.4

Medium- and long-term external debt / GDP

31.0

28.5

Medium- and long-term external debt / exports of goods and services

93.5

88.4

Medium- and long-term external debt service ratio

20.1

19.5

Official reserves / imports of goods and services (months of imports)

At end-2006, short-term external debt stood at EUR 13.4 billion. Its balance posted
a twofold increase throughout the year, on account of short-term capital inflows
(EUR 6.8 billion) resulting mainly from financial and commercial loans, intragroup credits (EUR 3.8 billion), as well as from short-term deposits and loans of
the banking sector (EUR 2.6 billion).
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1. European integration
In 2006, one of the priorities of the National Bank of Romania was the integration in
the European structures. Specifically, the central bank pursued two complementary
objectives: (i) finalising the preparations to bring the banking sector into line with the
EU requirements and (ii) preparing for the efficient functioning as a member in its
own right of the European System of Central Banks (ESCB).

Finalising the preparations to bring the banking sector into line
with EU requirements
1. Pre-notification/notification of the national pieces of legislation transposing
Community directives in the banking field
In between the signing date of the Accession Treaty (April 2005) and the accession
date (1 January 2007), Romania was bound to pre-notify the European Commission
(EC) of the actions taken to transpose the directives, by formally submitting to the
Commission both the relevant national legislation and the accompanying tables of
concordance in English, pursuant to Art. 53.1 of the EU Accession Treaty; the
measure is still valid after the accession date, when all Member States are bound to
notify the EC of the national pieces of legislation transposing new Community
directives. In its turn, the EC, in its capacity as “guardian of treaties”, must ensure
that all Member States have properly implemented EU Directives in due course.
During May 2005 – December 2006, the National Bank of Romania took part on a
continuous basis in the pre-notification process along with the other institutions in
Romania, so that on the accession date the central bank had completely transposed
the directives applicable to its field of activity. The notification process regarding
the ways in which Community directives are transposed continues to be
coordinated by the Department for European Affairs (DEA), while the NBR, along
with the other institutions, is still bound to notify the transposing of the new
directives by the deadline laid down in the directive – otherwise, the European
Commission initiates the sanctions procedures.
2. Obligation to apply Community regulations alongside the national
legislation starting 1 January 2007, without transposing them through NBR
regulations
Given that, as of the accession date, Community regulations are fully applicable
to domestic laws, in July 2006 the Ministry of European Integration (MEI)
launched a process aimed at identifying and evaluating the legal acts integrally
or partially transposing such regulations in the Romanian legislation. Based on
the findings of this evaluation and depending on the way in which the
transposition was carried out, the national pieces of legislation had either to be
amended or completely/partially repealed, so that – on the EU accession date –
National Bank of Romania
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they might not overlap with, add to or encroach upon the provisions of
Community regulations. The NBR Board assigned the competent departments
the task of informing all financial institutions under the central bank’s
regulatory and supervision scope that Community regulations would be
enforced as such in Romania starting 1 January 2007, without being transposed
through NBR regulations. These notifications were conducted via the NBR
website and through other communication channels used by central bank
representatives. In March 2007, the DEA, as the institution coordinating
European affairs, together with the Ministry of Foreign Affairs (MFA), initiated
a large-scale process whereby each institution assumed the directly applicable
Community regulations. Following a thorough selection and technical analysis,
the NBR Board approved a comprehensive list with all applicable Community
regulations to be acknowledged and assumed by credit institutions.
3. Monitoring the fulfilment of assumed commitments
By the accession date, the NBR has further monitored the accomplishment of
commitments assumed under the negotiation process for the Romanian banking
system, also with a view to ensuring consistency with the other programming
documents and pieces of legislation prepared after the conclusion of negotiations in
December 2004. Given the tasks assigned to the banking system, the central bank
continued until the accession date to participate twice a month in monitoring the
fulfilment of commitments assumed under the “Priority Action Plan for EU
Accession (November 2005 – December 2006)”, a comprehensive document
compiled by the Ministry of European Integration and submitted to the
Government for regular review.
4. Co-operation with the European Institute of Romania
Since one of NBR’s steady concerns was translating the acquis communautaire, a
close co-operation was established with the European Institute of Romania (IER).
Thus, the IER asked the NBR to indicate the correct Romanian equivalents of several
banking terms encountered in Community legislation, while the European Integration
and International Relations Department provided steady support and advisory
services, with the valuable help of other competent departments, particularly the
Research and Publications Department. The central bank is also one of the
beneficiaries of accurate translations of EU regulations in the Romanian legislation,
thus avoiding any confusion that might occur upon enforcing such regulations.
5. The NBR’s ongoing contribution to drafting strategic documents
The central bank contributed further to drafting the strategic documents for:
– the pre-accession stage:
 Report on the Progress in Preparing EU Accession, the February 2006
edition, was updated thrice in 2006 (in March, June and August), with a
view to: (i) reasserting its functioning market economy status and its
capacity to withstand competitive pressure and market forces within the
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Union and (ii) confirming 1 January 2007 as Romania’s EU accession
date.
– the post-accession stage:
 The NBR was invited to contribute, according to its field of activity, to the
drafting of the 2007-2010 National Reform Programme for the Lisbon
Strategy Relaunched. This reporting and programming document
describes the enforcement, at a national level, of the Guidelines for
increasing labour force participation as proposed by the EC and approved
by the EU Council.
 The NBR was consulted in the drafting of the National Strategy for
Sustainable Development (NSSD), a document prepared in accordance
with the EU’s Sustainable Development Strategy, as adopted by the
European Council in June 2006. The key objectives for achieving
sustainable development are: economic prosperity, social equity and
cohesion, environment protection, fulfilment of the responsibilities
assumed at international level.
 According to its field of activity, the NBR also contributed to the 20072013 Post-Accession Strategy – a document outlining Romania’s social
and economic development pattern over the post-accession period and
defining its profile as an EU Member State.
 In accordance with its field of activity, the NBR participated in the
drafting of the first edition of the Convergence Programme, a document
evaluating the possibilities of sustainable economic growth by promoting
adequate policies for nominal and real convergence.

Preparing for the efficient functioning of the central bank as a full
member of the European System of Central Banks (ESCB)
After the signing of the EU Accession Treaty, the NBR was invited to participate –
as an observer until 1 January 2007 and as a full member thereafter – in the
meetings of ESCB structures and substructures. The central bank is currently
represented in the General Council, the main decision-making body of the ESCB,
by its governor and the deputy governor in charge of European integration matters;
in addition, some 60 persons represent the NBR in the meetings of the 12+1 ESCB
committees and substructures.
6. NBR’s participation in the General Council
Aside from attending the quarterly meetings of the General Council, this activity
also involves the management of another decision-making mechanism within the
ESCB, namely the written procedures mechanism. By decision of the NBR Board,
a Co-ordination Unit was established in January 2005 within the European
Integration and International Relations Department, having the task of managing
all General Council materials sent via CebaMail and/or posted on the EXTRANET
(the website of the ECB’s Secretariat Division) as well as co-ordinating NBR’s
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participation in the ESCB’s mechanisms for a centralised decision-making process
and a decentralised implementation of decisions:
−

Participation in the General Council meetings: during March 2006 – April
2007, the NBR Governor attended – as active observer – 8 meetings of the
ECB General Council (of which 3 by teleconference); starting 22 March 2007,
which marks the first participation of the NBR as a full member, the NBR
Governor attends the General Council meetings together with the Deputy
Governor in charge of European integration issues. The main topics covered
during the reported period included regular macroeconomic analyses, main
monetary and financial developments both within and outside the euro area,
the functioning of ERM II, issues related to financial stability and the Stability
and Growth Pact, the adoption of the 2006 ECB Convergence Report, the
monitoring of compliance by ESCB members with the provisions of Art. 101
and Art. 102 of the Treaty, ESCB social dialogue, as well as the ECB’s stance
on the medium-term strategy proposed by the IMF. For each meeting, the Coordination Unit has to prepare the participation folder, which comprises: (i) the
papers on the agenda of the General Council meetings; (ii) abstracts of these
papers and, if applicable, certain points of view formulated by the Coordination Unit; (iii) the points of view submitted by NBR representatives –
i.e. the competent departments within the central bank – to ESCB structures
and substructures concerning some of the matters on the agenda. Furthermore,
the Co-ordination Unit organises the briefing sessions prior to the NBR
representatives’ departure to the General Council. The role of these NBR
briefings is to review all the issues on the agenda of a General Council
meeting, to inform the Governor and the Deputy Governor on the details
discussed during the meetings of ESCB committees on selected topics, as well
as to achieve a uniform and consistent stance of both Governor and NBR
representatives in various committees.

−

Participation in the written procedures mechanism involves the NBR’s
obligation to consult the ECB on any legislative draft falling within its fields
of competence, but also the possibility of commenting on any ECB draft
opinions on the new European legislative proposals concerning issues
pertaining to the ESCB/ECB. Participation in this mechanism implies the
following tasks of the European Integration and International Relations
Department: (i) the management by the Co-ordination Unit of the documents
available on the EXTRANET; (ii) the assessment thereof; (iii) the
submission of the ECB draft opinions to the competent departments for a
point of view and/or contribution or the dissemination of the ECB Opinions
themselves. The NBR has not consulted the ECB on the drafting of any piece
of national legislation thus far.

7. Legal framework – preparations for amending Law 312/2004 on the Statute
of the National Bank of Romania with a view to ensuring legal convergence
for adopting the single currency
All ESCB members have to fulfil the legal convergence criteria, namely a first set
of criteria applicable to accession countries and another set of criteria for adopting
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the single currency. According to the acquis communautaire and to the General
Council decision of 16 June 2005, the second set of criteria should be transposed in
the national legislation (statute) of each national central bank (NCB) until the EU
accession date, although the concerned provisions will enter into force on the
actual adoption date of the single currency. Thus, the NBR fulfilled the first set of
criteria (Romania is currently a Member State with a derogation), while the second
set will require several amendments to Law 312/2004 on the Statute of the National
Bank of Romania, in order to: (i) observe the commitments assumed by Romania
(and implicitly by the NBR) for transposing and implementing the acquis
communautaire pertaining to Chapter 11 – Economic and Monetary Union even
after the conclusion of accession talks; (ii) meet the legal convergence criteria for
adopting the euro; (iii) ensure full compliance of the provisions in the NBR Statute
with the ECB recommendations formulated in the December 2006 Convergence
Report on the need to amend NCB statutes ahead of euro adoption (particularly as
regards the newcomers Estonia, Malta, Cyprus, Lithuania and Slovakia). Based on
EC and ECB recommendations, in its meeting of 8 February 2006, the NBR Board
decided to initiate the legislative harmonisation process ahead of euro adoption, by
reactivating the NBR Working Group for amending Law 312/2004 on the Statute
of the National Bank of Romania ahead of euro adoption. This group operates
pursuant to Order No. 170 of 20 March 2006 issued by the NBR Governor and is
co-ordinated by the Deputy Governor in charge of European integration issues. The
Working Group has identified the necessary amendments and has prepared a draft
law amending Law 312/2004 on the NBR Statute, in compliance with the
commitments assumed for meeting all legal convergence criteria.
8. Institutional mechanism: monitoring and co-ordinating participation in the
Community structures
−

Of the European System of Central Banks: aside from co-ordinating the
participation in the General Council, the European Integration and
International Relations Department also monitors the participation of NBR
representatives in the 12+1 ESCB committees and their related
substructures, which have a major role in preparing and implementing
decisions taken by the General Council and the Governing Council; in
addition, these structures ensure an efficient framework for developing cooperation among central banks in their fields of competence, namely:
monetary policies, market operations, international relations, supervision,
payments, banknotes, communication, statistics, internal audit, IT,
accounting, legal and human resources. The Co-ordination Unit monitors
NBR representatives’ participation in these meetings, based on both the
information received from the ECB and the information submitted by the
NBR representatives themselves. Furthermore, on a quarterly basis and
under the co-ordination of the Deputy Governor in charge of European
integration issues, the European Integration and International Relations
Department organises the meeting of NBR representatives in ESCB
structures and substructures, with a view to streamlining the participation
activity and ensuring a seamless flow of information. Thus, the European
Integration and International Relations Department has initiated and then
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updated the internal framework regulating the NBR representatives’
participation in the meetings of ESCB structures and substructures; in this
vein, the NBR Board approved Regulation No. 4/2007 repealing
Regulation No. 2/2006. The new Regulation was prepared in order to better
reflect the rights and obligations of NBR representatives in ESCB
structures, following the shift in their status – from active observers to full
members. The European Integration and International Relations
Department submits to the executive management (i) weekly reports on
monitoring the participation of NBR representatives in ESCB structures
and substructures during the respective week, as well as (ii) monthly
reports on the activity reports received for the previous month’s meetings;
in addition, the European Integration and International Relations
Department submits regular reports to the NBR Board.
−

94

Of the European Commission and EU Council: following the signing of the
Accession Treaty, Romania and, implicitly, the NBR were invited to attend
(as observer until the accession date and as a full member afterwards) the
meetings of EC and EU Council structures/substructures; in some cases, the
NBR representative in the Permanent Mission of Romania to the EU
(currently the Permanent Representation of Romania to the EU) has also
participated in these structures, either accompanying NBR experts or as a
single representative. In this context, the NBR Governor attends, on a
biannual basis, the ECOFIN informal meetings hosted by the country
holding the EU presidency. Furthermore, the NBR Deputy Governor in
charge of European integration issues regularly attends the meetings of the
Economic and Financial Committee (EFC), which acts as a consultative
body to the European Union Council and debates issues related to
amending and implementing the Stability and Growth Pact, legal issues on
adopting the single currency by the new Member States, as well as certain
matters concerning financial services. The European Integration and
International Relations Department is also actively involved in the activity
of the EFC/IMF subcommittee, which technically reviews the IMF strategy
and the new financial development guidelines, and of the currency
subcommittee, both of these substructures forwarding their conclusions to
the EFC. NBR Directors participate in other Community structures as well:
Financial Services Committee (along with the MPF representative),
European Banking Committee, Committee of European Banking
Supervisors, etc., with NBR experts attending the meetings of the related
substructures (see annex). The NBR has pursued a tight co-operation with
the Ministry of Foreign Affairs, the Ministry of Public Finance and the
Department for European Affairs in drawing up joint statements, to the
extent permitted by its tasks as an independent NCB, ESCB member, by
the need to comply with the acquis communautaire on the independence of
an NCB, member of the ESCB, as well as with the provisions of Law
312/2004 on the NBR Statute, concerning central bank independence.
Thus, at the proposal of the European Integration and International
Relations Department, the NBR Board approved the formal framework for
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coordinating the co-operation activity among competent departments and
streamlining the flow of information between competent departments and
the Co-ordination Unit, for keeping the executive management abreast of
the latest developments.
9. Joint working platform with the state authorities on European affairs
The NBR further ensures weekly participation in the European affairs coordination
meetings organised by the DEA and the Ministry of Foreign Affairs, as the two
institutions coordinate the preparatory process of the COREPER II and
COREPER I meetings, attended by the Heads of Member States’ Permanent
Representations to the EU and their deputies respectively. The representative of the
European Integration Division participates on a continuous basis, so as to ensure
steady monitoring and weekly reporting to the executive management and the
competent departments with regard to issues on the COREPER agenda that are of
interest to the banking system. On such occasions, the NBR was requested to
submit opinions on several draft directives or regulations. These points of
view/opinions expressed by the NBR are then forwarded to the Permanent
Representation of Romania to the EU, to be examined, endorsed and integrated in
Romania’s stance during COREPER meetings.
10. Management of ECB documents
For all General Council documents, the European Integration and International
Relations Department has disseminated the relevant information to the NBR’s
executive management and competent departments, in compliance with the
applicable confidentiality and embargo rules. In addition, two permanent concerns
of the European Integration and International Relations were (i) to manage and
monitor access to ECB documents sent via CebaMail and EXTRANET, according
to ECB guidelines and (ii) to store and archive all these documents through its own
means, abiding by the ECB principles governing the management, security and
embargo of the information flow.
11. Other activities
In 2006 as well, the European Integration and International Relations Department
worked closely with the Secretariat of the SAPARD Monitoring Committee,
preparing the participation file of the NBR representative (either a member of the
executive management, a director or senior economist) in the SAPARD regular
meetings, in light of the central bank’s tasks.
Furthermore, by using the Progress Editor database managed by the European
Commission’s TAIEX Office, in 2006, the NBR continued to update every two
months the stage of legislative harmonisation for the banking system.
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Monitoring PHARE projects
As far as PHARE non-redeemable assistance is concerned, the NBR completed
PHARE programme 2003 RO 005.551.02.02 “Strengthening banking supervision
and institutional development of the National Bank of Romania” in November
2006, with a single project extended until March 2007. PHARE 2003 was aimed at
strengthening the NBR’s institutional capacity and provided a credit line worth
EUR 2.516 million, for carrying out the following subprojects: (i) strengthening
banking supervision; (ii) implementing European standards in financial accounts
statistics; (iii) enhancing the expertise of NBR staff: training of legal advisors;
(iv) further harmonisation of banking legislation (Basel II); (v) bringing the NBR’s
internal audit in line with the practices of central banks in other EU Member States
with a view to ensuring integration of the NBR in the European System of Central
Banks; (vi) completing the subproject “Computerisation of NBR’s accounting
activity” – continuing the subprojects financed through PHARE 1998 and PHARE
2001 to put in place an integrated accounting system consistent with the national
accounting system and the European Accounting Standards; (vii) automated
processing of market operations (computerisation of front office, middle office and
back office operations to revamp data processing and risk monitoring). PHARE
2003 projects were carried out through twinning procedures, technical assistance
and/or procurement of specific IT equipment and applications. Special mention
deserves twinning project RO 03/IB/FI/01, “Legislative harmonisation and
enhancement of NBR’s administrative capacity”, launched on 24 March 2005 and
completed in September 2006, between the NBR and a consortium of central banks
led by Banque de France and including Banca d’Italia and De Nederlandsche
Bank as well. The beneficiaries of the project were the Supervision Department, the
Statistics Department, the Legal Department, the Regulation and Licensing
Department, the Financial Stability Department, and the Internal Audit
Department. The key objectives of the twinning project were: (i) to strengthen
banking supervision based on risk analysis; (ii) to provide incentives for the
improvement of credit institutions’ competitiveness and soundness; (iii) to
implement the European standards in financial accounts statistics; (iv) to enhance
NBR expertise in the legal field; (v) to continue legislative harmonisation of
banking regulations; (vi) to ensure harmonisation of internal audit with the
practices of NCBs in EU Member States. The flawless unfolding of this project and
its outstanding results motivated both parties to continue the bilateral co-operation.
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Participation of NBR Representatives in the EU Council and European Commission
Structures/Substructures

Structure

Substructure

Economic and Financial Council

Representation
Governor/Deputy Governor

ECOFIN Informal
Financial Services Working Party Attachés

NBR representative at Romania's
Mission to the EU*
Deputy Governor

Economic and Financial Committee (EFC)
EFC Alternates

Director**

EFC Sub-committee on IMF
and related matters

Director (the second representative
of Romania)

EFC Euro-Coin Sub-committee

Expert (representative)

EFC Sub-committee on EMU Statistics Deputy director (acting for the
NIS)
EFC Sub-committee on EU
Government Bonds and Bill Markets

Expert (acting for the MPF)

Financial Services Committee (FSC)

Director

European Banking Committee (EBC)

First Deputy Governor/head of
division

Committee of European Banking Supervisors
(CEBS)

Working Group on Cross Border
Consolidation - WGCBC

Director

Working Group on Large Exposures

Expert
Deputy director

Groupe de Contact - GdC
Expert
Expert Group on Capital Requirements Expert
Directive – EGCRD
Expert Group on Financial Information Expert
- EGFI
Capital Requirements Directive Transposition
Director/head of division
Group (CRDTG)
European Financial Conglomerates
Committee (EFCC)
Interim Working Committee on Financial
Conglomerates (IWCFC)

Director

Committee on the Prevention of Money
Laundering and Terrorist Financing MLC

Head of division

Euro Counterfeiting Experts Group

Expert

Deposit Guarantee Schemes Working Group
(DGSWG)

Deputy director

Expert

* until 30 May 2007
** starting 24 April 2007, the NBR has been represented by the advisor to the Deputy Governor
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2. Relations with international financial institutions
International Monetary Fund (IMF)
Romania has been a member of the International Monetary Fund (IMF) since 1972.
At present, Romania’s subscription quota (subscribed and paid-up capital) in the
IMF share capital is SDR 1,030.2 million, of which SDR 243.8 million in gold and
foreign currencies and SDR 786.4 million in RON, in an IMF account opened with
the National Bank of Romania.
During 2006, the IMF mission led by Mr. Emmanuel van der Mensbrugghe visited
Bucharest twice, in order to assess together with the Romanian authorities: (i) the
economic developments in 2004-2005 and the outlook for 2006, against the
background of the consultations laid down in Article IV of the IMF’s Articles of
Agreement (27 January through 7 February); (ii) the draft budget for 2007 and the
dynamics of macroeconomic indicators (during 4-10 October).
As regards the inflation targeting technical assistance provided by the IMF, a team
of experts from the IMF and Česká Národní Banka (Czech National Bank) visited
Bucharest in February 2006.
In addition, Mr. Jeroen Kremers, Executive Director of the Constituency 1
comprising Romania, was on a brief visit to Bucharest during 18-20 December, for
talks with the Romanian authorities. Mr. Kremers met with the President of
Romania, the Minister of Public Finance, the NBR Governor, as well as
representatives of the banking system and non-government organisations
(CEROPE and SOREC).
On 6 July 2006, the precautionary stand-by arrangement approved by the IMF’s
Executive Board on 7 July 2004 was concluded. Under the circumstances,
Romania’s relation with the IMF is based mainly on the latter’s supervision
function, through annual reviews of economic, monetary, fiscal and structural
policies and developments under the consultations laid down in Article IV of the
IMF’s Articles of Agreement.
In 2006, principal repayments amounted to SDR 113.6 million and interest
payments equalled SDR 9.2 million, of which SDR 2.6 million in net interest on
SDR allocations-holdings.

World Bank Group
1. International Bank for Reconstruction and Development (IBRD)
At end-2006, the IBRD’s portfolio for Romania included 96 projects (signed
starting with 1991) in amount of USD 5.2 billion. Of these, 60 projects were
completed by end-2006, with the remaining 36 projects still in progress and
totalling USD 1.6 billion.
1
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Four new agreements were signed in 2006:
– Municipal Services Project, worth USD 131.7 million;
– Social Inclusion Project, worth USD 58.5 million;
– Transport Sector Support Project, worth USD 180 million;
– Avian Influenza Control & Human Pandemic Preparedness and Response
Project, worth USD 37.7 million.
Romania ranks second in Europe and Central Asia in terms of the size of the
project portfolio.
On 13 June 2006, the Board of Executive Directors debated the new Country
Partnership Strategy for Romania, spanning 2006-2009 and including loans
estimated at USD 450-550 million per year, as well as advisory services.
In September 2006, the World Bank issued RON-denominated domestic bonds
worth RON 525 million (USD 191 million). This issue was listed on the Bucharest
Stock Exchange in October. With a rating of AAA, the bonds proved a success
among both domestic and international investors. Consequently, the Brokers’
Association and the Bucharest Stock Exchange awarded the World Bank the
“Special Prize for the First Listing of an International Financial Institution on the
Romanian Capital Market”.
As a result of developments in the RON-USD exchange rate, on 30 June 2006, the
IBRD paid RON 9,270,585 to Romania as a financial liability arising from the
procedure of maintaining the value of Romania’s subscription in domestic currency
to the IBRD capital.
Government Emergency Ordinance No. 112 repealing Government Ordinance
No. 6/1997 was adopted on 21 December 2006. The former Ordinance stipulated
that the liability arising from the procedure of maintaining the value of Romania’s
RON-denominated capital subscription to the IBRD, available in the IBRD account
opened with the NBR on 30 June of the previous year, was paid from NBR funds.
The financial obligation was transferred to the Ministry of Public Finance pursuant
to Government Ordinance No. 53/25 August 2005 on regulating certain financial
measures in the budget and public accounting fields (Section 2).

2. Financial institutions affiliated to the World Bank
a) International Financial Corporation
The portfolio for Romania at end-2006 encompassed 22 projects, representing a
commitment of USD 513.8 million. Five assistance programmes were also
included, targeting: the health sector (financed by the Swiss government), the
legislation governing the secondary capital market (financed by the Canadian
government), ensuring the institutional capacity of Banca Românească (financed
by the Dutch government), the privatisation of water distribution and sewerage
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services in Bucharest (financed by the Japanese government) as well as the
professional training of specialists in local insurance companies (financed by the
Swedish government).
b) Multilateral Investment Guarantee Agency (MIGA)
The MIGA portfolio for Romania at end-2006 consisted of 7 guarantees in progress
totalling USD 262.6 million for supporting certain investments in Romania, made
mostly by Austrian investors and aimed at covering the risks of restriction on
transfers and expropriation of funds.
c) International Centre for Settlement of Investment Disputes (ICSID)
Ever since 1975, in its capacity as Contracting State, Romania has steadily
supported the measures for improving the legal framework underlying the activity
of this international arbitration institution. At end-2006, the files pending included
three trials against Romania.

European Bank for Reconstruction and Development (EBRD)
According to end-of-year data, the EBRD granted Romania assistance with a
cumulated value of EUR 3.3 billion, of which 62.7 percent were destined to
support the private sector. Romania was the second-largest recipient of EBRD
funds, after the Russian Federation, with 25 loan agreements signed during 2006,
totalling EUR 252.2 million.
The project portfolio for the financial and banking sector is entirely classified
under “private”, with loans amounting to EUR 941.7 million, accounting for 27.1
percent of the total assistance granted to Romania.
During the period under review, the EBRD concluded 15 agreements in the
financial sector with Romania totalling EUR 164.8 million, of which EUR 47.8
million were capital investments and the remainder were borrowings of
commercial companies.
Having the Third Capital Resources Review on the agenda, the 2006 Annual
Meeting of the EBRD’s Board of Governors debated the Bank’s policy on the
financing volume in the countries that became EU Member States. According to
this graduation policy, the states having completed the transition period will no
longer be recipient countries, while the relevant resources will be redirected to the
Member States in Eastern and South-East Europe.
During 8-13 October 2006, a delegation of EBRD executive directors conducted a
research mission in Romania, including meetings with Romanian officials and onsite visits to EBRD-assisted commercial companies. On 12 October, the delegation
met with the NBR executive management.
On 14 December 2006, the NBR hosted the launching of the Transition Report
2006 prepared by the EBRD Office of the Chief Economist.
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Black Sea Trade and Development Bank (BSTDB)
At end-2006, there were 8 loan agreements (of which 7 in progress and 1 approved,
pending signing) amounting to a total of SDR 60 million (USD 90.9 million). Out
of these, two projects were signed in 2006 (USD 15.8 million):
–

with Banca Comercială Carpatica (Trade Finance Loan): USD 13.2 million;

–

with Balkan Accession Fund (Project Finance Loan): USD 2.6 million.

The new Country Strategy for 2007-2010 was submitted to the Board for approval
at year-end 2006.

European Investment Bank (EIB)
Some 65 loan agreements were concluded between Romania and the European
Investment Bank starting 1991 and until end-2006, with a cumulated value of EUR
4.9 billion. In 2006, the EIB signed 7 agreements with our country (for projects in
transportation, municipal utilities, global loans through commercial banks, etc.),
representing a commitment of EUR 678.9 million.
Over the past five years, the European Investment Bank provided Romania with
financial assistance for various projects totalling EUR 2,593.1 million.

Bank for International Settlements (BIS)
On 3 July 2006, the NBR’s account opened with BIS was credited with CHF 3.8
million in dividends for the 2005-2006 financial year. According to the decision
passed by the Annual General Meeting of member central banks, the value of a
dividend was set at SDR 245, based on the actual standing at the closure of the
financial year, i.e. on 31 March. This amount is the equivalent of SDR 2.1 million
allotted for the 8,564 shares held by the NBR.
At end-2006, the NBR’s subscription quota in BIS capital was RON 68.3 million
or SDR 17.7 million.

Bilateral international relations
During 4-7 July 2006, Bucharest hosted the 5th session of the Romanian-Kazakh
Joint Commission for economic, technical and scientific co-operation. On this
occasion, both central banks reiterated their willingness to co-operate, to exchange
views and specialised documentation, as well as to promote joint technical
assistance programmes without concluding an agreement.
In 2006, further negotiations were held regarding the contents of articles in the
Memorandum of Understanding on co-operation and exchange of information
between the National Bank of Romania and the Central Bank of Tunisia, and
between the NBR and Bank Negara Malaysia, with a view to agreeing on the final
version of the text and signing the documents in 2007.
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Chapter 8. Preparations for euro adoption
According to the Maastricht Treaty, the countries joining the EU become “Member
States with a derogation” as concerns the adoption of the euro. Accordingly,
subsequent to accession, the new Member States will participate in ERM II, and
then, conditional upon the fulfilment of nominal convergence criteria, they will
adopt the single currency, thus completing the integration in the Economic and
Monetary Union. Even though the monetary and exchange rate policies of each
state become a matter of common interest after EU accession, it is nonetheless
clear that the post-accession monetary and exchange rate strategies are the main
responsibility and prerogative of the Member State concerned.
The entry of the Romanian economy in the euro area is an objective of utmost
importance that can be achieved by taking into account the related costs and
benefits. The first edition of the Convergence Programme, which was finalised and
released in January 2007 – after its draft was subject to public consultation in the
previous months –, is very important to Romania, as it is the first document
assessing the economic development opportunities in the context of pursuing the
policies aimed at achieving real and nominal convergence.
Considering the need to implement some structural reforms ensuring a higher
resilience of the Romanian economy to asymmetrical shocks, the Convergence
Programme sets forth that Romania will be able to start participating in ERM II no
earlier than 2012. In this context and considering the minimum 2-year stay in ERM
II, the euro might be adopted in 2014.
All the institutions involved in the drafting of the Convergence Programme
(Ministry of Labour, the Family and Equal Opportunities, National Bank of
Romania, National Commission of Prognosis, National Institute of Statistics, etc.)
joined their efforts under the co-ordination of the Ministry of Public Finance to
provide the most accurate and in-depth data and information, in compliance with
the requirements of the European Commission, which should underlie the
macroeconomic policies of economic growth and budgetary stability. In 2006, the
NBR, which has been concerned ever since 2003 with the establishment of a
timetable for euro adoption 1 , participated in the meetings of the joint working
group charged with drawing up the Convergence Programme.
In August 2006, the NBR Board analysed the draft on the NBR’s strategic options
as concerns the Convergence Programme, as well as the paper on Romania’s
fulfilment of economic convergence criteria, prepared by the experts working with
the central bank. The NBR Board decided that the two papers are appropriate to
underlie the position of the central bank during the talks with the Government for the
purpose of laying-out the Convergence Programme.
1
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Box 1. Nominal convergence criteria for the participation
in the Economic and Monetary Union
The nominal convergence criteria are used to assess from an economic perspective the
preparedness of an economy as concerns its participation in the third stage of EMU. The
Maastricht Treaty, which was ratified by all EU Member States in 1993, set out these
criteria that refer to:
− price stability: the average inflation rate (as measured by means of the harmonised
index of consumer prices) for the latest available 12-month period must not exceed by
more than 1.5 percentage points the arithmetic mean of the inflation rates of the three
best performing Member States in terms of price stability; in addition, the price
performance of the Member State must be sustainable;
− public finance: the government financial position must be sustainable; this will be
apparent from having achieved a government budgetary position without a deficit that is
excessive. In particular: (i) the ratio of the planned or actual government deficit to GDP
must not exceed 3 percent; when the reference value is exceeded, the budget deficit must
decline substantially and continuously and reach a level that comes close to the reference
value or the excess over the reference value is only exceptional and temporary: (ii) the
ratio of government debt to GDP must not exceed 60 percent; when the reference value is
exceeded, the ratio must sufficiently diminish and approach the reference value at a
satisfactory pace;
− exchange rate stability: the observance of the normal fluctuation margins provided for
by ERM II, for at least two years, without severe tensions, and particularly without
devaluing its currency against the euro on its own initiative. ERM II superseded the
ERM as of January 1999, its aim being that of establishing, by common agreement,
fixed, but adjustable central rates and a standard fluctuation band of ±15 percentage
points for the non-euro area EU Member States. The width of the fluctuation band may be
narrowed, by common agreement, as progress is made towards convergence;
− interest rates: average nominal long-term interest rate for the latest available 12-month
period must not exceed by more than 2 percentage points that of, at most, the three best
performing Member States in terms of price stability; interest rates must be measured
on the basis of long-term government bonds or comparable securities.

As concerns the fulfilment of nominal convergence criteria (Box 1), the
sustainability of the government financial position raises no problems for the
Romanian economy, the ratios to GDP of government debt and general government
deficit being, over the past years, well below those laid down in the Maastricht
Treaty. Inflation performance improved significantly in Romania during 20002006, yet the 2006 annual average inflation rate was 3.76 percentage points higher
than the reference value. In 2006, 10-year government securities were no longer
issued, and the interest rate on the 10-year government securities issued in August
2005 was 7.49 percent (as compared to the reference value of 6.2 percent); the
creation of a domestic market for long-term capital and the convergence of interest
rates are required in order to fulfil the specific criterion. During 2005-2006, the
fluctuation band of the RON-EUR exchange rate was of +10/-6.1 percent as
compared to the average for the envisaged 2-year period. This level falls within the
ERM II standard fluctuation band, but not within the asymmetric band of +15/-2.25
percent, which might be used in assessing the fulfilment without severe tensions of
the exchange rate stability criterion.
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Maastricht Criteria
(Nominal convergence indicators)
Nominal convergence indicators

Inflation rate
(percent, annual average)

Maastricht Criteria
<1.5 pp above the average
of the three best
performing Member States

Romania
2006

6.56

1)

(2.8 percent**)
General government deficit
(percent of GDP)

below 3 percent

1.9

Government debt
(percent of GDP)

below 60 percent

12.4

+ / -15 percent

+10.0 / -6.1

2)

2)

Exchange rate vs. euro
(maximum percentage change
vs. 2-year average*)
Long-term interest rates
(percent per annum)

<2 pp above the average
of the three best
performing Member States
(6.2 percent**)

7.49

3)

1) 4.8 percent – May 2007
2) according to ESA95 methodology
3) on 10-year government securities issued in August 2005 (6.91 percent on 10-year government
securities issued in June 2007)
*) The period 2005-2006 was considered, as the fulfilment of this criterion is assessed
depending upon exchange rate stability over the past 2 years. **) ECB Convergence Report December 2006.
Source: Eurostat, ECB, NIS, NBR

Real convergence criteria, even though they are neither laid down in the Maastricht
Treaty nor particularly monitored by the European Commission, are highly
predictive of the successful euro adoption by a country and the recording of a
favourable cost-benefit ratio. The single monetary policy designed by the European
Central Bank cannot and should not focus on the specifics of each economy, as it
addresses a potentially consistent group of economies.
In this context, the early abandonment by a country with an insufficiently
restructured economy of its own monetary policy may generate higher costs than
benefits. In this respect, decision makers should also attach particular attention to
real convergence criteria, even though they are not part of the “hard core” of the
acquis communautaire. Fulfilment of real convergence criteria ensures a high
cohesion between the economic structures of the members of a monetary union.
The key real convergence criteria are as follows:
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– GDP per capita in nominal terms and in terms of purchasing power parity;
– economy structure by sector;
– economy openness; and
– share of trade with the EU in total foreign trade.
Romania:

Share of Economic Sectors in GDP
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As regards the adoption of the euro, the NBR is in favour of ERM II entry in 2012
and, should necessary conditions be in place for a short stay in ERM II, of the shift
to the euro in 2014. The NBR’s position builds on supporting macroeconomic
consolidation and fostering the concentration of structural reforms in the early
years of the post-accession period, also by pursuing a limited flexibility of
monetary and exchange rate policies (subordinated to the objectives of achieving
programmed disinflation and of approaching the ECB’s definition of price
stability) during this time frame.
The NBR’s timetable for euro adoption relies on a balanced approach, which
represents a trade-off between two extreme options: longer delay of euro adoption
and faster euro adoption within a relatively short time horizon (Box 2). The NBR’s
approach strikes a balance between the desirable nature and the feasibility of the
projected trajectory. The adjustment period between the EU accession date and that
of participation in ERM II is necessary to:
– complete the largest part of structural reforms and ensure the flexibility of
labour market;
– bring the annual rates of inflation closer, in a sustainable manner, to levels
consistent with the Maastricht Treaty specific criterion and the ECB definition
of price stability;
– overcome the peak of capital inflows;
– provide further timing of the business cycles in Romania and the euro area and
make progress in terms of real convergence, not only in terms of nominal
convergence; and
– create ex ante conditions so that Romania’s participation in ERM II is most
likely limited to the minimum 2-year stay, which requires the observance of the
Maastricht criteria during the participation period in this mechanism.
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Box 2. Strengths and weaknesses of extreme solutions concerning
the timetable for the introduction of the euro
Longer delay of euro adoption
Strengths:
1.
longer period of time for making the still considerable structural adjustments;
2.

faster progress in achieving nominal and real convergence;

3.

timing of business cycles in Romania and euro area;

4.

autonomy of monetary and exchange rate policies for a longer term.

Weaknesses:
1.
persistence of higher transaction costs associated with currency risk, having a dampening
impact on investment and sustainable economic growth over the entire time horizon until
the adoption of the euro;
2.

likelihood of triggering a contrary effect of the longer period for the preparedness of the
economy, namely delaying certain structural reforms and easing macroeconomic policies
(particularly income and fiscal policies) amid setting a longer target-horizon for euro
adoption;

3.

mixed signals conveyed to international capital markets, with the delay being attributable
to some structural or economic policy-related weaknesses that are barely perceived by
investors rather than to the authorities’ decision; given the full liberalisation of capital
movements without being anchored to a specific date of euro adoption, this may signal
the decrease in capital inflows or even capital outflows, which may affect the
convergence process.

Faster euro adoption within a relatively short time horizon
Strengths:
1.

earlier emergence of the benefits arising from the elimination of currency risk, fostering
economic growth;

2.

lower relevance of the reasons for slowing down implementation of structural reforms;

3.

fostering time consistency of the macroeconomic policy mix.

Weaknesses:
1.
shift of the burden of remaining structural adjustments onto economic activity and
employment, amid the still limited resilience of the Romanian economy;
2.

lack of timing of business cycles in Romania and the euro area, which would increase the
risk of asymmetric shocks;

3.

difficult identification of a central rate representative for the RON-EUR equilibrium
exchange rate, which could lead to a prolonged stay in the ERM II, which may generate
significant pressures on exchange rate or speculative attacks on the domestic currency;

4.

shortening of the period to attain the efficacy of inflation targeting, which has a gradual
impact on anchoring expectations, insofar as the central bank’s credibility increases while
confirming the achievement of the projected disinflation trajectory.
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According to the NBR, it is essential for authorities to use the period prior to ERM
II entry to meet their objectives and to not consider that period as an opportunity to
delay potentially painful adjustments. Moreover, it is vital to ensure significant
public support for the Convergence Programme, as a formula close to consensus
supports the desired continuation of the efforts in the field of structural
adjustments, despite the succession of election cycles; from this perspective, a
transparent and credible communication to the public of the euro adoption strategy
is required, along with the maintenance of an active dialogue with the international
markets during its implementation.
The NBR’s balanced approach regarding the euro adoption is reflected by the
Convergence Programme, the related timetable being established on the basis of a
cost-benefit analysis, which is subject to the following requirements:
(i) sustainable achievement of nominal convergence criteria;
(ii) attainment of a satisfactory level of real convergence criteria;
(iii) limitation of the stay in ERM II to the minimum 2-year period.
The timetable proposed by the Romanian authorities for ERM II entry and,
eventually, for euro adoption, fulfils the following conditions:
− allows sufficient time for making significant progress in terms of nominal and
real convergence;
− is ambitious enough to gather the political support needed for furthering
reforms.
The completion of the 7-year preparation period (2000-2006) for EU accession and
the beginning of another period, having roughly the same duration (2007-2013), to
prepare the Romanian economy for entry in the euro area should be regarded as an
opportunity to continue reforms and reduce regional economic disparities.
The progress in terms of real convergence should be made in such a manner so as
not to affect macroeconomic equilibria or jeopardise the fulfilment of nominal
convergence criteria.
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In 2006, landmark events took place, leaving their imprint on the communication
and public relations strategy of the National Bank of Romania: (i) domestic
currency redenomination was completed; (ii) communication of monetary policy
decisions related to inflation targeting was rendered more efficient; and (iii) a great
many seminars and conferences were organised in co-operation with the Romanian
Banking Institute and the Romanian Banking Association with a view to providing
a better insight into developments in the Romanian banking system ahead of EU
accession. In light of the above, the central bank resorted to more diverse means of
communication and improved the content of messages by making them highly
accessible so as to ensure adequate information of the general public.
The completion of domestic currency redenomination involved the same outreach
to the general public in accordance with the requirements of the nationwide
information campaign, particularly with regard to the calendar of withdrawal from
circulation of old notes and coins. This was achieved through regular press articles
on the redenomination stages, through debates on both radio and TV stations, as
well as through information posted on NBR’s website and on the dedicated website
www.denominare.ro. All these approaches ensured that people were informed and
kept abreast of – over a relatively short time span – of the completion of currency
redenomination.
Adequate conveyance of the monetary policy decisions adopted under the inflation
targeting system was yet another element of the NBR’s communication activity.
The main dissemination tools in this respect were the quarterly Inflation Reports,
presented at press conferences.
With a view to ensuring a higher degree of transparency, regular meetings between
NBR’s executive management members and media representatives were held
throughout 2006.
On the eve of Romania’s accession to the European Union and the National Bank
of Romania joining the European System of Central Banks on 1 January 2007, the
communication strategy also focused on organising seminars and conferences in
co-operation with the Romanian Banking Institute and the Romanian Banking
Association. Particular attention was attached to disseminating the provisions of
Basel II Accord in order to better comprehend how the enforcement of these
provisions enhances financial stability. To this end, several events were hosted by
the Romanian Banking Institute, on the following topics: European integration and
its impact on the Romanian financial and banking system, risk management and the
Basel II system in European emerging markets, and the development of the
payment system in Romania.
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The 14th edition of the Symposium of banking history and civilisation “Cristian
Popişteanu” (under the aegis of the National Bank of Romania, “Magazin Istoric”
Cultural Foundation and the Romanian Banking Association) organised in May
2006 focused on “Partners of the National Bank of Romania in the domestic credit
system: commercial banks 1880-1948”.
The NBR publications were still one of the central bank’s major communication
channels. Aside from improving the content, structure and lay-out of already
existing periodicals, new publications were launched in 2006 with a view to
diversifying the information supplied to financial and banking specialists, as well
as to the general public. Thus, annual publications such as “National Financial
Accounts” and “Financial Stability Report” were complemented by works
dedicated to the history of the national monetary system (“Prima emisiune de
bancnote a Băncii Naţionale a României” – in the “Bancnotele României” series
and “Din istoria monetară a României”). The central bank also published bilingual
volumes (Romanian and English) encompassing the banking legislation during
1991-2006 (“The NBR Statute and the Law on credit institutions and capital
adequacy” and “Banking Laws 1991-2006”). General information on the National
Bank of Romania – namely the central bank’s role in the Romanian economy, main
tasks and responsibilities, as well as its organisational structure – is summarised in
the reader-friendly publication “National Bank of Romania” (available in
Romanian, English and French).
Paper-based NBR publications are also available in electronic format, most of them
being translated into English as well.
As for electronic communication, Internet users continued over the reported period
to access the NBR website, the number of hits being approximately 30 percent
higher than in the previous year. The most sought-after information was that
included in the “Financial Info” page, which was accessed every day by over
100,000 users, followed by “Statistics”, “Press releases”, “Legislation” and
“Publications” sections.
In 2006, the central bank dealt with numerous requests for information submitted
pursuant to the provisions of Law No. 544/2001 on free access to information of
public interest and to the provisions of Law No. 233/2002 on the procedure of
solving petitions.
Thus, during the reported period, the NBR head office received 8,219 requests for
information of public interest, namely an average of 32 queries per business day,
totalling 8,934 requests for information of public interest.
Information was requested on the following topics:
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–

developments in the NBR’s reference rate, discount rate, credit
institutions’ average lending/deposit rates;

–

the exchange rate of the RON against various currencies over certain time
spans;
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–

NBR publications;

–

updates on amounts of money;

–

banking legislation;

–

authorised credit institutions;

–

shares, securities, bank deposits, safe boxes, real estate, impounding of
assets, wages for pension recalculation for the period prior to 1990; and

–

the monetary reforms of 1947 and 1952.

Upon submitting their requests for information of public interest, a significantly
higher number of Internet users resorted to the NBR’s electronic mail at
info@bnro.ro (567 requests), as well as to direct requests for information at the
Information-Documentation Point.
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Macroeconomic research activity within the National Bank of Romania focuses on
applicative issues, playing a major part in the substantiation of the decision-making
process. In 2006, the priorities on the agenda included monetary policy,
macroeconomic modelling, financial stability and real-sector developments.
According to the organisational structure, the departments conducting economic
research activities are: Research and Publications Department, Monetary Policy
Department, Macroeconomic Modelling and Forecasting Department, and
Financial Stability Department.

1. Macroeconomic modelling activity
Macroeconomic modelling activity within the National Bank of Romania centres
upon the issues relevant to monetary policy conduct. Thus, the research projects
unfolded in 2006 were strongly related to the development of macroeconomic
forecasting tools, particularly the models for near-term forecasting of inflation and
GDP, as well as the model for analysis and medium-term forecasting of inflation
(MAMTF). Quarterly macroeconomic forecasts are of the essence in the decisionmaking process and in the communication with the public within the inflation
targeting framework.
Developments in macroeconomic variables throughout 2006 called for refining the
models for near-term forecasting of inflation and GDP. The most notable
improvements consisted in the exogenous approach to developments in the prices
of tobacco products (visibly affected by the introduction of the “vice tax” and the
hike in excise duties) and the inclusion of asymmetry effects associated with
exchange rate and fuel price dynamics.
During 2006, when the new monetary policy regime was for the first time
implemented for a whole year, MAMTF was developed by focusing on the check
and stronger substantiation of the quantitative features of the model, as well as of
the exogenous information underlying the forecasts. The research activity was also
aimed at extending the functionality of MAMTF in order to address
macroeconomic developments and meet the needs for information in the decisionmaking process. To this end, the main research topics approached in 2006 were the
following:
(i)
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econometric estimation with a view to checking and adjusting the calibration
of MAMTF parameters. Thus, economic models and relations were estimated
to emphasize the manner of functioning of some monetary policy transmission
channels, as well as the determinants of CPI inflation components. The short
time series available and the frequent structural changes affecting the
economy pose further problems, so that the information provided by these
methods is still limited.
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Furthermore, the properties of the model and of the multivariate filter used in
identifying the current cyclical position of the economy were subject to close
scrutiny against the background of alternative formulations of inflation
expectations dynamics;
(ii) the assessment of the potential GDP growth rate for substantiating the
calibration of the multivariate filter used in identifying the current cyclical
position of the economy. Moreover, such quantification may provide useful
insight for formulating scenarios on potential GDP growth during the forecast
horizon. Thus, a series of standard methods was used for the estimation:
production function, univariate and multivariate filters, structural vectorial
auto-regressions (SVAR) with long-term restrictions. Some of the outcomes
of this research project were released in 2007 in the central bank’s Working
Papers series 1;
(iii) the use of MAMTF, besides formulating the main macroeconomic forecast, for
the elaboration of quantitative risk scenarios enhancing the analytical
framework resorted to in assessing the economic outlook and determining the
monetary policy response.
Concurrently with the development of MAMTF, macroeconomic research projects
are in progress, the most significant one being that dedicated to the development of
a new DSGE (Dynamic Stochastic General Equilibrium) type macroeconomic
forecasting model. This type of model reflects the current paradigm in the
macroeconomic theory, such models being currently employed or developed by
many central banks 2. Starting 2006, this new model has been developed with the
support of two IMF technical assistance missions and some experts from the Czech
National Bank, who participated in these missions. To this end, the NBR experts
tested some specific modelling techniques and a preliminary version of a DSGE
model.

2. Financial stability
In 2006, research activity focused on:
(i)

1

2

the construction of an early warning model of currency crises, constituting
one of the central bank’s financial stability monitoring tools. The model was
estimated by a multinomial logit approach applied to a panel of countries. The
outcome consists in an estimated probability of a currency crisis on a one-year
horizon. The model allows estimations based on various scenarios concerning
the development of monitored variables, as well as the decomposition of crisis
probability depending on the contributing factors. The model can provide
three months ahead out-of-sample forecasts for the probability of a currency

“Estimation of Potential GDP in Romania”, Working Papers No. 20/2007, National Bank of
Romania.
Among the central banks using such forecasting models are the Bank of England and the Bank of
Canada; the European Central Bank is currently developing several types of such models.
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crisis. The paper was presented at international seminars, with an initial
version being published in the central bank’s Working Papers series3.
(ii) the analysis of the external equilibrium. The paper attempted to provide a
series of answers to the debates concerning recent developments in Romania’s
current account deficit, both from qualitative and quantitative perspectives.
Four models were estimated, generally indicating the sustainability, but also
the persistence of Romania’s current account deficit. The paper was published
in Working Papers4.
(iii) the elaboration of a model for quantifying the probability of default in the
case of non-financial companies. This econometric model is still subject to
improvement and it is used as a risk monitoring tool for the corporate sector,
constituting the core for sectoral stress-testing analysis. The explanatory
variables are of a financial nature and cover all indebted companies in
Romania. The estimation results pointed out a decline in the probability of
default.
(iv) the analysis of capital market sensitivity to the external environment by
assessing the contagion risk at the level of this market. The paper uses both a
parametric method and a non-parametric method for computing the
correlations between stock market indices in Central and Eastern Europe.
According to the main conclusion of the paper, in the last year and a half, the
contagion risk has increased significantly in relation to both regional markets
and developed markets.
(v) the analysis of the Romanian banking system’s vulnerabilities by resorting to
the stress-testing approach. In 2006, the methodology was improved by both
refining the analysis and extending its functional uses. Mention should be
made that the increased accuracy of the model depends on the consistency of
the shocks considered in the crisis scenario which must reflect an exceptional,
yet plausible, situation. The outcomes of the analysis reveal the existence of
some moderate endemic vulnerabilities of the banking sector, against the
background of high foreign exchange exposures and the asset-liability
mismatch, both overall and by maturity of RON-denominated operations with
customers.

3. Analyses and surveys
Once inflation targeting has been adopted, special attention was attached to the
analysis and adoption of core inflation measures, relevant to the substantiation of
monetary policy decisions. To this end, several standard methods were used for
quantifying core inflation: the method of excluding certain CPI basket components,
the trimmed mean method (the trimming of a symmetric part from each tail of the
price-change distribution), the median (the mid-point of the distribution of
3

“Early Warning Systems of Currency Crises”, Working Papers No. 16/2006, National Bank of
Romania.
4
“Romania’s External Equilibrium – Qualitative and Quantitative Approaches”, Working Papers No.
18/2006, National Bank of Romania.
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consumer price changes) and an Edgeworth index (which provides for the
recalculation of the weights of CPI basket components depending on the volatility
of the associated prices, namely the weight of high volatility prices is reduced,
while the weight of low volatility prices is increased). The above-mentioned
methods for quantifying core inflation in Romania were discussed in a paper
published in NBR Working Papers series 5.
In 2006, following the National Bank of Romania’s participation in the
international programmes “Past, Present and Policy” and “South-East Europe
Monetary History Network” aimed at achieving some historical data bases, two
papers were drafted, i.e. “The National Bank of Romania’s International Reserve
1920-1944” and “Foreign Exchange Regime in Romania 1929-1939”. Both papers
are available on the NBR’s website and will be published in a single volume during
2007.

4. Conferences organised by the NBR
During 12-14 October 2006, the National Bank of Romania organised at Sinaia an
international seminar entitled “Capital Flows: Challenges to Monetary Policy and
Financial Stability”, a topical issue for emerging markets from around the world.
This academic event was the second in a series of events the National Bank of
Romania wishes to organise on an annual basis, aware of their significance for the
applied economic research and the analysis of different economic policy solutions
adopted by various economies, including those from outside Central and Eastern
Europe.
In November 2006, the National Bank of Romania organised, in co-operation with
the International Monetary Fund, a regional seminar on financial stability issues.
Apart from the IMF and NBR experts, representatives of central banks from 12
countries in Central and Eastern Europe, as well as representatives of some
Romanian institutions in this field attended the seminar. The organisers decided to
hold this seminar on an annual basis.
Also, in 2006, the National Bank of Romania organised a series of conferences
with the participation of representatives of the banking community in Romania,
officials from some ministries, members of the European Commission’s Delegation
and of the embassies in Romania of EU Member States, as well as of
representatives of mass-media:
–

the Conference entitled “Euro, 7 years after” held by Yves Thibault de Silguy,
General Delegate of Suez and former Commissioner of the European
Commission – 12 January;

–

the Conference entitled “Learning from Lisbon – unleashing Romania’s growth
potential” held by Joaquin Almunia, Commissioner of the European
Commission – 23 February;

5

“Modalities of Quantifying Core Inflation – Comparative Analysis: Romania”, Working Papers No.
19/2007, National Bank of Romania.
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–

the Conference entitled “Inflation Targeting in Macroeconomic Policy and
Adjustment Mechanisms” held by Yves Mersch, Governor of Banque centrale
du Luxembourg – 9 May;

–

the Conference entitled “La Banque Européenne d’Investissement au service
de l’intégration éuropéenne” held by Philippe Maystadt, President of the
European Investment Bank – 29 May;

–

the Conference entitled “L’Union Européenne et la Globalisation” held by
Etienne Davignon, Viscount, former Vice President of the European
Commission and Vice President of Suez-Tractebel company – 12 June.

5. Guidelines and objectives for research activity in 2007
In the medium and long term, the focal point of macroeconomic research within the
NBR is to implement a dynamic general equilibrium model for the Romanian
economy. For 2007, research resources will be focused on this objective,
by developing the model itself and implementing subjacent research projects aimed
at providing detailed information on labour market, the supply side of real
economy, etc.
In parallel, further development of MAMTF will be carried out and new
instruments and analyses providing a wider range of information for monetary
policy decisions will be developed.
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1. Human resources management
Human resources policy pursued by the National Bank of Romania in 2006
focused on the implementation of measures aimed at improving work efficiency in
order to successfully join the European System of Central Banks starting with
1 January 2007 and at training staff for participation in the ECB committees.
Moreover, during this new stage, the National Bank of Romania imposed higher
standards for the staff career profile, whereas the competition became tougher due
to the establishment of new testing and assessment rules for promoting employees.
In 2006, the main changes in the organisation structure of the NBR were the
following:
(i)

establishment of the Financial Activities and Non-bank Financial
Institutions Regulation Division within the Regulation and Licensing
Department, following the coming into force of legal provisions
regulating the lending activity carried out by non-bank financial
institutions;

(ii)

setting-up of the Non-bank Financial Institutions Inspection Division
within the Supervision Department;

(iii)

reorganisation of the executive management Offices and of the
Secretariat Department by establishing the NBR Chancellery, with a
view to creating a working structure for the central bank’s executive
management and the non-executive members of the NBR Board,
which will function as an efficient and flexible organisational
framework for the exercise of the authority and representation tasks;

(iv)

establishment of the SIRBNR Data Management Division within the
Statistics Department, the main responsibility of which is to
implement an electronic system that will simplify primary data
collection, facilitating data processing and dissemination.

The staff promotion conditions in the National Bank of Romania for both top
executive positions and managerial positions were consistent with the human
resources development strategy focused on observing the professional career of the
employees and on attracting and stimulating young specialists. Taking into account
the professional skills, the assessment result and the requirements of the
institution, 32 employees were promoted to top executive positions and
12 employees advanced to managerial ranks throughout 2006.
The Board of Directors attached particular attention to lowering the average age of
the NBR staff and training a group of young professionals which were to
National Bank of Romania
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participate in the ECB working committees and commissions and represent the
central bank in the relations with other international financial and banking
institutions.
The broad and complex staff recruitment and selection policy of the central bank
was particularly aimed at assessing the quality of the selected human resources in
accordance with a set of specific procedures. Under the circumstances, the central
bank organised 65 examinations and hired 68 people.
In 2006, the professional training of the NBR staff was conducted based on the
Professional Training Plan that involved all departments and branches of the bank,
particularly those departments which, by nature of their activity, played a key role
in the core activity of the central bank and in the preparatory work for joining the
European Union.
The main objectives were the following:
–

development of co-operation relations with the ECB and the ESCB, by
participating in some of the activities included in their programmes,
especially in open training activities;

–

maintenance of traditional co-operation relations with institutions in
Romania and abroad, insofar as they proved to be efficient;

–

organisation of training activities on its own initiative, in cases where the
other preparation methods failed to fully meet the real needs in certain
fields of activity;

–

more active involvement of the employees of NBR branches in
professional training activities organised locally or in Bucharest, at the
training centres of the bank;

–

participation of young staff and employees, which had not benefited from
other NBR training programmes, in training activities;

–

participation of young employees selected in 2005 by a special
commission in professional training activities; those young employees
should be aged up to 35 years and be able to represent the NBR in the
committees and subcommittees of the ECB and the ESCB.

In-house training courses were attended by 820 employees, each participant
attending 1.8 courses on average, with training man-days averaging 80.3.
Foreign courses were attended by 187 employees, each participant attending
1.4 courses on average, with an average training period of 6.7 days per person.
In 2006, 146 employees – 74 from the NBR head office and 72 from the NBR
branches – attended a training course for the first time.
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2. Statistical activity
Balance of payments
In 2006, the NBR continued to implement the new system for balance of payments
data collection which became operational on 1 January 2005, the legal framework
being provided by NBR Norm No. 2/2004 on the statistical reporting to the NBR of
certain foreign exchange transactions and Norm No. 4/2004 on the statistical
reporting of data necessary for the preparation of Romania’s balance of payments.
Credit institutions are required to report transaction by transaction balance-ofpayments operations performed on behalf of the clients, in an effort to improve data
quality and compile historical data series regarding both balance of payments
indicators and types of transactions reported over time by the entities concerned
The study on reporters’ economic profile and behaviour enables the carrying out of
quantitative analyses and the setting-up of databases comprising the main companies
involved in balance of payments transactions. Longer historical data series would
facilitate the establishment of conditions for the implementation of a data collection
system based on direct reporting by companies.
Within the system for balance of payments data collection, the transactions
conducted by credit institutions on behalf of clients are supplemented by transactions
on own behalf and account, the data being provided by direct reporting and the
annual statistical research concerning non-residents’ direct investment in Romania.
The implementation of this system ensured the reporting of balance of payments data
in accordance with the requirements of international bodies – IMF, ECB,
EUROSTAT – as concerns the structure of data and the breakdown of transactions
by geographical criteria.

Foreign direct investment
In order to cover the entire range of data on foreign direct investment (FDI) of
non-residents in Romania, the National Bank of Romania continued to co-operate
with the National Institute of Statistics, publishing the “Statistic Research on
Foreign Direct Investment”.
The paper provides the necessary data to determine FDI and to carry out certain
analyses concerning FDI by main economic sectors (NACE sections Rev. 1),
development regions and countries of origin.
In addition, the paper supplies information on: (i) FDI in the form of tangible and
intangible assets (data enabling the carrying out of sustainability analyses for
foreign direct investment), (ii) reinvested profit from net profit, (iii) credit
contribution to FDI and (iv) in-kind contribution to FDI (in the case of nonfinancial corporations).
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The results of statistical research underlying the determination of FDI as of
31 December 2005 were used for the adjustment of FDI data covered by the 2005
balance of payments (flows) and of data on Romania’s international investment
position at the end of 2005 (balances), and helped estimate reinvested profit and
in-kind contribution for 2006 (flows and balances).

Financial accounts
The National Bank of Romania compiles the financial accounts of the Romanian
economy, which are part of national accounts. Financial accounts are drawn up on
the basis of the European System of Accounts methodology (ESA95), which sets
the accounting framework enabling the analytical and systematic description of an
economy.
In 2006, the NBR released a new publication dealing with annual financial
national accounts for 1998-2003 (the financial accounts for 2004-2006 are to be
published in 2007 Q4). Furthermore, quarterly financial accounts of the public
administration started to be compiled, the financial accounts for 2002 Q1 and 2006
Q4 being completed.
The National Bank of Romania, together with the National Institute of Statistics
and the Ministry of Public Finance, draws up the biannual notification on public
debt and government deficit (as part of fiscal surveillance procedures), in
compliance with EC Regulation No. 3605/93 on the implementation of the
protocol of excessive deficit procedure. After several years during which Romania
submitted this report based on gentlemen agreement, the first official report was
forwarded on 30 March 2007 and the figures released by Romania will be, for the
first time, taken into account for the compilation of data on public debt and
government deficit at EU level.

Monetary statistics
Monetary statistics provide information on banking system transactions (including
or excluding the central bank, depending on the data aggregation level).
The monetary survey covers the central bank’s monetary balance sheet, credit
institutions’ aggregate monetary balance sheets, detailed monetary survey (the
NBR’s and credit institutions’ aggregate monetary balance sheets), consolidated
monetary survey (comprising the main monetary indicators, i.e. broad money –
monetary aggregates and broad money counterparts –, net domestic assets and net
foreign assets). In addition, other monetary indicators, relevant for the overall or
incidental development of the economy, are calculated, namely non-government
credit, household savings, foreign monetary liabilities, etc.
Part of the monetary statistics indicators are submitted to the IMF (including under
SDDS system) and the ECB.
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In order to harmonise its regulations with those of the European Central Bank
(ECB Regulation No. 13/2001), the National Bank of Romania issued Norms
No. 13/2006 on statistical reporting by monetary financial institutions of data for
drawing up the monetary balance sheet by financial instrument, maturity and
institutional sector in compliance with the European System of Accounts (ESA95);
the regulatory framework became effective as of 1 January 2007. The main
categories of balance sheet assets covered by the above-mentioned Norm are: cash,
credit, debt securities (other than shares), shares/units of money market funds,
shares and other equity, fixed assets, other assets. Moreover, balance sheet
liabilities are structured as follows: overnight deposits, deposits with an agreed
maturity, deposits redeemable at notice, repos, shares/units of money market
funds, debt securities issued (other than shares), capital and reserves, other
liabilities. According to the Norms, the institutional sectors are classified as
follows:
a) resident institutional sectors: non-financial companies, monetary financial
institutions, other financial intermediaries, financial auxiliaries, insurance
corporations and pension funds, general government (central government,
local governments, social security funds), households, non-profit
institutions serving households;
b) non-resident institutional sectors in the EU, having the same structure as
that of resident institutional sectors;
c) non-EU, non-resident institutional sectors: banks, non-bank (government
and non-government) institutions.

Average interest rates applied by the banking system
In accordance with NBR Norms No. 2/2003 on establishing and reporting average
interest rates applied by the banking system, the average lending rates and average
deposit rates, as well as the average interest rates on new loans and deposits, for
RON-, EUR-, and USD-denominated operations in the entire banking system, were
calculated based on reports of credit institutions. These data are published on a
monthly basis on the NBR website and in the monthly bulletin. The data are also
disseminated under the SDDS system to the ECB and the IMF (the latter publishes
the information on its website).
In order to harmonise the NBR statistics with the provisions of ECB regulations
(ECB Regulation No.18/2001), the NBR issued Norms No. 14/2006 on the
statistics of interest rates charged by credit institutions, which replaced NBR
Norms No. 2/2003 starting with 1 January 2007. According to the new provisions,
the average interest rates are calculated for: (i) institutional sectors “Non-financial
companies” and “Households” and (ii) balance sheet items – loans (total),
overdraft loans, real-estate loans, consumer loans, loans for other purposes
(including loans for business development granted to freelancers and household
associations), overnight deposits, deposits redeemable at notice, deposits with an
agreed maturity and repos.
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Data supplied by reports in compliance with these Norms are used by the NBR in
substantiating its monetary policy decisions, as well as by other end-users
(economic analysts, macroeconomists, econometrists) in their research work.
Furthermore, credit institutions use average interest rates applied by the banking
system in order to analyse their position within the system.

3. Information technology
In 2006, the activity of the IT Department was governed by the guidelines laid
down in the NBR IT Strategy approved by the Board in 2002.
The increasingly important role played by computerisation in the smooth
functioning of a modern financial institution and the wide range of products,
technologies and IT solutions on the market are as many reasons supporting the
widespread adoption of IT solutions by the NBR.
The key elements underlying the ongoing computerisation of the activities
performed by the central bank underpin the development of an efficient,
consistent, secure and easily manageable IT system, which should also enable the
scheduling and reduction of related costs.
In 2006, the designing and putting into operation of SIRBNR were completed, the
new IT reporting system of credit institutions enabling a modern, consistent and
efficient data collection from reporters. The Mixed Methodological Committee –
made up of representatives of the NBR’s departments and of commercial banks –
co-ordinated the project.
The approved project timetable included the analysis, drafting and designing
stages, the launching of the system being scheduled for January 2007.
The basic design principles of the new reporting system are:
–

introduction of the “primary indicator” concept, which enables the
elimination of redundancies from the report collection system;

–

existence of a single logical channel and a single format for the receipt of
reports in the form of XML messages;

–

creation of a single, valid and consistent database of primary indicators,
which is an efficient support for the decision-making process.

In addition, SIRBNR:
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–

allows reporters selective and secured access to aggregate data;

–

is adequately flexible to allow the addition of new reports and changes in
the reports that have been already submitted;

–

is consistent with the reporting requirements of the ECB, which uses the
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XML format as well.
Taking into account the complexity and the dynamic character of the system with
respect to the processed data volume and the number of users, modular
technological solutions were adopted, featuring a high level of flexibility and
scalability and enabling the increase in the processing power and data volume by
adding new modules, thus protecting the initial investment.
Subsequent to the finalisation and installation of the new IT application on the
technological production platform in September-December 2006, the following
testing sessions were organised and completed successfully:
– 15-22 September 2006 – the preliminary testing session in which 8 reporters
participated;
– 16-20 October 2006 – the second session of functional tests including
4 reports and 10 reporters;
– 6-20 November 2006 – the third session of functional tests including 4 reports
and 40 reporters;
– 4-15 December 2006 – parallel run session consisting of 4 reports and
40 reporters.
The objectives of the aforementioned sessions were the technical testing of the IT
system, the hardware and software platforms, as well as the checking of transfer
mechanisms of XML messages to reporters. Furthermore, testing sessions focused
on making users familiar with the interface of the new system and collecting
information useful for the improvement and parameterisation of the system.
In early 2007, SIRBNR became operational with 8 reports, whereas the registration
of reports with the system continued in line with the schedule agreed upon with the
Romanian Banking Association.
In addition, the IT system for the management of the electronic archive was
implemented, which enabled the search for and the on-line consultation of the
documents in the NBR’s historical archive.
Throughout 2006, the active infrastructure enabling data exchange between LAN and
WAN networks was upgraded, which ensured the adequate transfer capacity and
levels of speed for the accommodation of a steadily rising volume of information.
Furthermore, the storage space of data stored on the devices owned by the NBR’s
computing centre started to be consolidated via a SAN network equipped with
state-of-the-art and scalable storage devices that can also ensure the remote
replication of stored data in order to secure them.
The connection of the NBR IT system to the ESCB IT system was completed,
which granted access to available IT applications and services in the ESCB
National Bank of Romania

123

Annual
Report
2006
Chapter 11. Other activities of the National Bank of Romania

secured communication network and ensured participation in the teleconferences
initiated within the system.

4. Internal audit
The drawing-up of the audit plan for 2006 was based on the systematic assessment
of risks associated with central bank activities, particularly those implying high
potential risk (such as the organisation structure, activities and projects).
In addition, attention was attached to including in the audit plan the
recommendations of the executive management and the Audit Committee.
In 2006, the Internal Audit Department performed 30 audit missions, out of which
22 missions were included in its annual plan and 8 missions were carried out at the
request of the Board and the Audit Committee.
Out of the 30 audit missions performed, 18 missions focused on the examination of
the internal control system implemented at the level of organisation structure or
the activity subject to auditing, 12 missions aimed to formulate an independent
opinion concerning one-off issues, while 6 missions examined some segments of
the NBR IT system.
In 2006, representatives of the central bank’s internal audit met with the
representatives of the Internal Auditors Committee (IAC) – the specialised
committee responsible with internal audit in the ESCB – with a view to bringing
the NBR’s internal audit in line with the ESCB audit policy.
Furthermore, in the context of the preparations for the full harmonisation of the
audit procedures with the ESCB standards, the Internal Audit Department drafted
the Internal Audit Handbook – a document giving an in-depth description of the
procedures and practices compulsory for the organisation and conduct of internal
audit missions within the NBR. Based on this handbook, the professional standards
acknowledged internationally were adopted in whole, including the ethical code of
conduct of internal auditors.
In order to improve the methodological framework, the Internal Audit Department
drafted the main part of the programme to ensure and enhance the quality of its
activity, which is based on the following:
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(i)

establishment of precise working rules and the explicit assignment of
responsibilities within internal audit;

(ii)

creation and use of standard models for main documents related to
internal audit missions;

(iii)

use of questionnaires in order to determine the satisfaction level of
customers of internal audit services;

(iv)

organisation of regular meetings with the department’s employees in
order to analyse activity and identify the opportunities to improve it;
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(v)

regular carrying out of internal and external audit missions in order to
determine the compliance with the applicable professional standards.

5. Legal activity
In 2006, the Legal Department endorsed 128 draft pieces of legislation initiated by
the NBR according to commitments assumed at national level, in order to
strengthen the administrative capacity of the NBR and bring regulations on credit
institutions in line with the acquis communautaire and 21 draft pieces of
legislation governing financial and banking matters which were submitted for
review to the NBR by other institutions.
The Legal Department was instrumental in developing the international financial
relationships of the central bank by reviewing and endorsing 35 draft agreements,
conventions and other international documents involving the NBR. The NBR’s
Legal Department continued to co-operate with the ECB’s Legal Services
Directorate General in drawing up the Regular Report on Romania’s progress
towards accession.
One of the major activities performed by the Legal Department was the
endorsement of 208 memoranda and draft orders submitted by other NBR
departments comprising mainly licensing of new credit institutions or imposition
of penalties on licensed institutions. Moreover, the Legal Department endorsed
72 memoranda drawn up by dedicated NBR departments. Upon the request of
dedicated departments, the Legal Department endorsed and formulated legal
opinions on specific matters for 439 files.
From the perspective of medium- and long-term projects, the Legal Documentation
and Advisory Opinion Division is involved in drawing up pieces of legislation for
drafting and enforcing regulations on financial conglomerates and implementation
of the new Basel II Accord. Thus, it provided assistance in drafting the pieces of
legislation issued by the National Bank of Romania in order to implement the
regulations issued in 2006 on (i) credit institutions and capital adequacy, and
(ii) surveillance of credit institutions, insurance and/or reinsurance companies,
financial investment services companies and investment management companies
within a financial conglomerate.
The Legal Department provided assistance in drafting pieces of legislation on
(i) the lending activity of non-bank financial institutions and, (ii) the issue of
mortgage bonds.
The Legal Documentation and Advisory Opinion Division reviewed and endorsed
81 agreements and addenda concluded by the National Bank of Romania’s head
office, 25 governor orders concerning the establishment of commissions, as well as
18 governor orders and letters. At the request of credit institutions, the Legal
Department sent 44 response letters regarding the enforcement or the legal
interpretation of the regulations issued by the National Bank of Romania. Draft
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letters were prepared for 17 petitions and 105 files sent to the central bank by
government institutions or other legal entities.
The Contract Assistance, Mediation of Disputes and Disputed Claims Division
represented the central bank before the Court of Law in 180 cases, having
417 court appearances. In addition, the staff of the aforementioned division
reviewed and endorsed 107 agreements concluded by the NBR head office,
244 employment orders/staff transfer, 60 nominal labour contracts and 186 addenda.
Furthermore, 72 documentations relative to requests for foreclosure were reviewed
and endorsed.
The legal advisors with the branches of the National Bank of Romania represented
the central bank before the Court of Law in 3,082 cases, having more than
10,760 court appearances.

6. Restitution of objects made of precious metal seized
by the communist regime
The restitution of precious metals seized by the communist regime started in 1990
and is carried on according to the provisions of Decree No. 244/1978 regarding the
precious metals regime in Romania. In line with the conditions set by the
aforementioned piece of legislation, initially, chiefly jewels, Austrian-Hungarian
ducats, and some Turkish coins were subject to restitution. As for objects made of
precious metals already disposed of, which could not be recognised in NBR’s
records, a quantity of 115.8 kg of dental gold, the equivalent in fine gold of the
seized objects, were returned to the lawful owners between 1990 and 1994. After
1994, following the amendments to the norms issued for the enforcement of the
provisions under Decree No. 244/1978, for precious metals that were no longer
recognised in the NBR’s records, the value in exchange in cash of the quantity of
fine gold contained in the seized objects was paid.
Concurrently with the changes in the legal framework concerning the holding and
circulation of precious metals following the enforcement of Government
Emergency Ordinance No. 190/2000 on the regime of precious metals in Romania
and of Law No. 591/2004, amending and supplementing the aforementioned
ordinance, the necessary conditions for individuals to recover all types of precious
metals seized before 1990, even those previously prohibited to be held by
individuals, such as coins, melted objects or ingots, were put in place.
The latest amendment to the legislation on the restitution of precious metals seized
during 1946-1990 was made through Law No. 82/2 April 2007, whereby
31 December 2009 was established as the deadline for submitting applications for
the restitution of objects made of precious metals and precious stones to both
individuals and legal persons.
During 1 January 1990 – 30 April 2007, 2,686.8 kg of gold were handed back to
individuals, of which 811.4 kg fine gold in kind (30.2 percent of total), i.e. 216 kg
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coins, 479.6 kg jewels or another form, and 115.8 kg dental gold. For 1,875.4 kg of
fine gold (69.8 percent of total), the value in exchange in cash of the seized objects
made of gold, which could not be recognised in the NBR’s records, was paid to the
recipients.
At end-2006, a number of 3,260 cases for the retrocession of precious metals were
pending. During 1 January – 30 April 2007, the NBR branch in Bucharest received
1,092 letters to be submitted to law courts as claims, as well as 163 rulings on
restitution.
The establishment in 2005, within the NBR branch in Bucharest, of the Precious
Metal Division ensured the necessary conditions for the National Bank of Romania
to deal with the retrocession requests as soon as possible. Thus, the NBR will be in
a position to properly and timely complete the estimated outstanding retrocessions
by end-2009, for all the requests of retrocession of the seized objects.

7. Archives and Museum of the NBR
In 2006, the activity of the General Archives and Museum of the NBR focused on
the following: the preservation and processing of documents, the turning to
account of the archives and collections of the NBR Museum, as well as on the
drawing up of the projects related to the anniversary year 2007, celebrating
140 years since the establishment of the modern national monetary system.
The preservation and processing of the documents materialised in:
–

initiation of the programme for electronic and analogical filling of the
documents in the historical archives of the NBR and completion of the first
stage of this programme, i.e. the scanning and microfilming of all the
documents in the archives of the Secretariat Division, issued during 1880-1941;

–

completion of the projects initiated in 2003 for the modernization of the
NBR General Archives;

–

making several archives available to the public in a special room on the
NBR premises (for instance, the archives of the Secretariat Division, issued
during 1931-1937).

The turning to account of the documents in the General Archives and of the
collections in the NBR Museum materialized in:
–

the Annual numismatic symposium (4 May 2006) in which renowned
experts of the Library of the Romanian Academy, the Archaeology Institutes
of the Romanian Academy in Bucharest and Iaşi, museums all over the
country, as well as the presidents of Numismatic societies in Moldova and
the Society for Heraldry and Genealogy “Paul Gore” in Chişinău took part;

–

“Cristian Popişteanu” Banking History and Civilisation Symposium with the
topic Partners of the National Bank of Romania in the national lending
system – commercial banks 1880-1948, dedicated to the celebration of
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126 years since the establishment of the National Bank of Romania (31 May
2006), in which academicians, commercial bank executive managers and
representatives of the mass media took part. On this occasion, the paper
Banca Naţională a României şi arhitectura, elaborated by architect Nicolae
Lascu, Ph.D., by turning to account documents in the archives of the NBR,
was launched. The symposium was followed by the Cultural Foundation
Magazin Istoric prize award ceremony and by the varnishing of the
exhibition Issues of securities in Romania during 1900-1946;
–

meetings of the Banking history circle dedicated to the publication of some
history papers, as well as to render homage to Constantin Angelescu,
governor of the National Bank of Romania during 1931-1934;

–

taking part in the working group at NBR level with a view to set up
historical statistical databases;

–

in the special room at the General Archives, experts studied documents used
in elaborating papers such as: Analiza preţurilor de detaliu pentru unele
produse şi servicii în perioada 1913-2005 (Analysis of detail prices for
some goods and services during 1913-2005); Finanţarea efortului de război
al României 1939-1945 (Financing of Romania’s war efforts in 1939-1945);
IAR Braşov 1925-1945 (The airplane factory in Braşov); Datoria externă a
României după al Doilea Război Mondial (Romania’s external debt after
World War II), etc.

The preparations of the projects related to the anniversary year 2007, among which
the reorganisation of the NBR Museum and the organisation of the standing
exhibition on the history of the leu, required first of all the development of the
material base of the museum, as well as the enrichment of its numismatic
collections.
In 2006, the Commission for procurements and increase in assets of the NBR’s
Museum identified and purchased very valuable documents and numismatic pieces
such as a collection of postcards dating from the first decades of the 20th century
consisting of 88 postcards featuring buildings of Romanian banks and credit
institutions, 32 postcards showing buildings of the National Bank of Romania all
over the country; 96 shares issued by the NBR; 392 pieces of the Proca collection,
one of the most remarkable Romanian numismatic collections of the post-war
period covering almost all the stages of monetary circulation on the territory of
present Romania, beginning with the coins issued by the Greek strongholds in
Dobrudja and ending with the contemporary issues.
Moreover, the Central Vault Division of the Issue, Treasury and Cash Management
Department surrendered to the NBR Museum a number of 1,545 Romanian gold
coins and medals issued during 1868-1944, enabling the NBR to exhibit one of the
most important collections of modern Romanian gold coins.
With the same aim of enriching the collections of the NBR Museum, the necessary
documents for the possible recovery of the NBR assets seized under the
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communist regime, i.e. more than 400 paintings, tapestries and sculptures bought
by the NBR especially after 1920, were drawn up. Works of some important
Romanian artists like Grigorescu, Andreescu, Aman, Luchian, Petraşcu, Tonitza,
Iser, Steriadi, Ressu, Dărăscu, Han, Stork, Jalea, Măţăoanu, Severin, Iordănescu
adorned the NBR premises until 1953, when most of them were transferred to the
National Art Museum. According to Decree No. 651/1953, the Romanian
Academy took over the Numismatic Museum. The Gold Museum, including the
furniture for the preservation of the objects, was handed over to the Bucharest city
council and to the Romanian Academy in 1955.
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Chapter 12. Financial statements
of the National Bank of Romania
as at 31 December 2006
1. Overview
According to Law No. 312/2004 on the Statute of the National Bank of Romania,
the primary objective of the central bank is to ensure and maintain price stability.
The current statute of the monetary authority is harmonised with the regulations
governing the functioning of the European Central Bank, with EU legislation and
particularly with the provisions of the Treaty establishing the European
Community concerning the independence of the central bank.
In order to achieve primarily its monetary policy objectives abiding by the
provisions of the acquis communautaire, the National Bank of Romania must not
focus on attaining concomitantly business-related objectives, such as maximisation
of return, but rather on limiting its operating costs.
Starting with financial 2005, the NBR has been applying the international
accounting standards used by the central banks, which are acknowledged by the
European Central Bank (Guideline ECB/2002/10 of 5 December 2002 on the legal
framework for accounting and financial reporting in the European System of
Central Banks), pursuant to the provisions of Law No. 312/2004 on the Statute of
the National Bank of Romania.
The National Bank of Romania achieved its primary objective by curbing the
inflation rate in 2002-2006 (from 17.8 percent – December 2002/December 2001 –
to 4.87 percent – December 2006/December 2005) amid the efficient management
of public resources at its disposal.
Developments in NBR’s Costs with Banking Operations
- inflation-adjusted data as at 31/12/2006 RON million
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The operating costs were 7 percent (RON 249,418 thousand) lower in 2006 than in
2005, but the loss for 2006 stood 41 percent higher than that for 2005 (RON
1,269,227 thousand), owing to the appreciation of the domestic currency at end2006.
It is worth mentioning that the volume of the central bank’s operating costs
continued to decrease in 2006, accounting for 3.45 percent of total expenses as
compared with 4.32 percent in 2005. Furthermore, the share of staff costs in total
expenses of the central bank amounted to 1.78 percent as compared with an
average of 2.94 percent for 2002-2005.

2. Costs associated with curbing inflation
In the pursuit of achieving its primary objective, i.e. to ensure and maintain price
stability in the context of current features of the economy, the NBR held a net
debtor position towards the banking system, which entailed the considerable
increase in interest costs associated with sterilization operations and had a negative
impact on the financial performance of the monetary authority.
The net debtor position of the central bank as at 31 December 2006 was generated
by the net liquidity position of the banking system1, totalling RON 11,078,406
thousand. The value of this indicator shows the structural liquidity surplus in the
banking system, which called for the intervention of the central bank via
sterilization operations in order to prevent inflationary pressures.
The balance sheet as at 31 December 2006 (Table 1) highlights the following:
–

foreign assets accounted for 99 percent of total assets;

–

sterilization operations made up 58 percent of total liabilities (46 percent –
required reserves of credit institutions and 12 percent – deposits taken from
credit institutions);

–

deposits of State Treasury with the NBR made up 10 percent of total liabilities.

As at 31 December 2006, some 59 percent of the NBR’s foreign assets were
financed from deposits taken from credit institutions by resorting to specific
monetary policy instruments, while 10 percent were covered from deposits of State
Treasury.
As shown in Table 1, an average annual return of 2.53 percent resulted from
foreign asset management. Nevertheless, in the case of some liabilities (sources of
foreign assets) average annual interest rates (payable by the NBR) were
significantly higher than the average annual return on assets (receivable by the
NBR), namely 8.22 percent on deposits taken; 6.47 percent on deposits in RON of
the State Treasury and 5.08 percent on foreign liabilities.

1

Calculated as the difference between deposits of credit institutions with the central bank (RON
11,103,415 thousand) and loans to credit institutions (RON 25,009 thousand).
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Consequently, the loss incurred by the NBR was directly and significantly
influenced by the difference between incomes from international reserve
management on the external market (assets) and the costs related to the use of
monetary policy instruments on the domestic market (liabilities), the shortfall
arising from the differential between the interest rate on the external market and
that on the domestic market. Generally, interest rates on international markets are
considerably lower than interest rates on sterilization operations performed to
achieve monetary policy objectives (in 2006, net incomes from international
reserve management stood at RON 1,657,875 thousand, while interest costs
associated with monetary policy operations amounted to RON 1,889,359 thousand,
up 14 percent).
The loss represents also the costs associated with the achievement of the primary
objective of the central bank established by law, namely to ensure and maintain
price stability, which brought about disinflation progress in 2006 as well.
Table 1. Balance Sheet of the National Bank of Romania
as at 31 December 2006

ASSETS

Average
annual return
-%-

LIABILITIES

Required reserves of credit
institutions (18% in RON and 28%
in foreign exchange) 46%
Foreign assets
99%

Other assets
1%
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Deposits taken from credit
institutions 12%
Currency in circulation 19%
Foreign liabilities 17%
Deposits of State Treasury
(0.2% in RON, 9.8% in foreign
exchange) 10%

2.53

-

Capital, reserves a.s.o. - 4%

Average
annual
interest rate
-%RON: 1.77
foreign
exchange:
0.74
8.22
5.08
RON: 6.47
foreign
exchange:
0.71
-
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3. Management of international reserves
In 2006, foreign assets increased by 13.5 percent (EUR 3,830 million), mainly due
to incomes from the management of international reserves and the rise in foreign
exchange deposits of the Ministry of Public Finance with the central bank (see the
Chart below).
Developments in NBR's Foreign Assets
- inflation-adjusted data as at 31/12/2006 RON million
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In 2006, the management of international reserves materialised into incomes
equalling RON 2,617,145 thousand and expenses totalling RON 959,270 thousand,
which entailed a profit amounting to RON 1,657,875 thousand (Table 2).
Table 2. Results of Transactions Performed in 2006
RON thousand

Foreign currency-denominated
securities
Other deposits and foreign
currency operations
Gold
Total

Incomes

Expenses

Profit/Loss

1,546,836

273,126

1,273,710

1,070,261

685,823

384,438

48
2,617,145

321
959,270

-273
1,657,875

4. Effects of domestic currency appreciation
In 2006, the domestic currency strengthened by 8 percent in nominal terms versus
the euro (from RON/EUR 3,6771 on 1 January 2006 to RON/EUR 3,3817 on
31 December 2006), and by 17 percent versus the US dollar (from RON/USD
3,1078 on 1 January 2006 to RON/USD 2,5676 on 31 December 2006).
Owing mainly to the significant holdings of net assets in EUR and USD, the
strengthening of the domestic currency throughout 2006 was conducive, according
to the new accounting policy implemented in 2005 for the harmonisation with ECB
standards, to losses from the revaluation of assets and liabilities in amount of RON
3,840,933 thousand, accounting for 89 percent of end-2006 loss (Table 3).
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Table 3. Revaluation Differences as at 31 December 2006
RON thousand

Gains
(recognised in the special
revaluation account
under liabilities)

Losses
(recognised in the
profit and loss
account)

8,762

200,229

149,538
1,216,044
1,374,344

3,640,704
3,840,933

Foreign currency-denominated
securities
Other deposits in foreign exchange
Gold
Total

Given the implementation of the international accounting standards specific to
central banks, 2006 was the second year when revaluation losses at the end of the
financial year (RON 3,840,933 thousand) were recognised as expenses without
being subject to clearing, as they had been prior to end-2004 with revaluation gains
(RON 1,374,344 thousand on balance at end-2006).

5. Conclusions
Table 4 shows the performance of the NBR in financial 2006:
Table 4. Performance of Financial 2006
RON thousand

Monetary policy
Management of international reserves
Currency issue
Other operations, including operating costs
Subtotal – operational activity
Revaluation of assets and liabilities
as at 31 December 2006
TOTAL

Incomes
469
2,617,145
94,846
49,915
2,762,375
-

Expenses
1,889,359
959,270
139,903
264,541
3,253,073
3,840,933

Profit/Loss
-1,888,890
+1,657,875
-45,057
-214,626
-490,698
-3,840,933

2,762,375

7,094,006

-4,331,631

NBR Loss Structure
2006

2005
operating loss
50%

loss from
revaluation of net
assets in foreign
exchange
50%
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operating loss
11%

loss from
revaluation of
net assets in
foreign
exchange
89%
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According to the chart on loss structure, only 11 percent of end-2006 loss
(as compared to 50 percent in 2005) resulted from the operational activity of the
central bank, whose primary objective is to ensure and maintain price stability.
The remaining 89 percent (as compared to 50 percent in 2005) were generated by
exogenous influences, arising from the sharp appreciation of the domestic currency
at end-2006 versus the exchange rate of valuation of net foreign exchange assets of
the central bank; therefore, the value in RON of net foreign exchange assets
decreased, which entailed losses from the RON effective exchange rate on
31 December 2006 (RON/EUR 3,3817; RON/USD 2,5676) and the exchange rate
of valuation of net foreign exchange assets on the same date (RON/EUR 3,6664;
RON/USD 2,8920). It is worth mentioning that losses from revaluation of net
foreign exchange assets, even though they did not arise from the current
operational activity of the NBR, but from the movements on the foreign exchange
market, are also recognised in the profit and loss account (the same as the loss) for
reasons related to economic prudence (pursuant to the provisions of Guideline
ECB/2002/10 of 5 December 2002 on the legal framework for accounting and
financial reporting in the European System of Central Banks). It is noteworthy that
revaluation losses at end-2006 (equalling RON 3,840,933 thousand) were 149
percent higher (RON 2,301,443 thousand) than those recorded at end-2005
(totalling RON 1,539,490 thousand).
Accordingly, the profit/loss for 2006 gives a fair description of the effectiveness of
the activity performed by the National Bank of Romania. Therefore, at end-2006
the loss was 68 percent lower than in the previous year, as a result of favourable
developments recorded under all categories of activities, as follows:
Table 5. Profit/Loss for Financial 2005 and 2006
RON thousand

Profit/Loss

Monetary policy
Management of international reserves
Currency issue
Other operations,
including operating costs
Loss

2005

2006

Percentage
change (%)

-2,030,011
+809,677
-47,335

-1,888,890
+1,657,875
-45,057

-7
+105
-5

-255,245
-1,522,914

-214,626
-490,698

-16
-68

Table 5 shows that the considerable decline in the NBR’s operational loss for
financial 2006 as compared to 2005 is due largely to the decrease in the loss arising
from monetary policy operations and the simultaneous surge in incomes from the
management of international reserves.
According to the provisions of Art. 43, para.1, point b) of Law No. 312/2004 on the
Statute of the National Bank of Romania, the loss related to financial 2006 (RON
4,331,631 thousand), as well as the uncovered loss related to financial 2005 (RON
2,286,660 thousand), amounting to RON 6,618,291 thousand, are brought forward
and will be covered from future profit. It deserves mention that the central bank’s
profit for January-May 2007 equalled RON 413,557 thousand (the equivalent of
National Bank of Romania
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EUR 123 million – at an average exchange rate for January-May 2007), which
indicates an improvement versus the same year-ago period, when the operational
loss totalled RON 414,588 thousand (EUR 124 million).
To sum up, acting for the public good in order to curb inflation and consolidate the
foreign exchange position of the government, the National Bank of Romania ended
the considered year with an operational loss. This represents particularly the
disinflation cost for 2006 in Romania – an essential condition for both the
consolidation of the functioning market economy ahead of EU accession starting
1 January 2007 and the subsequent adoption of the euro.
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Balance sheet of the National Bank of Romania
RON thousand

Note

31 December 2006

31 December 2005

9,544
78,731
61,278
17,453

7,347
80,654
65,763
14,891

92,583,888
949
5,434,487
4,173,792
34,366,297
714,992
31,726,647
12,119,021

71,178,408
1,678
5,305,039
4,150,051
22,260,270
817,219
33,989,306
-

10

4,047,703
3,979,358
30

4,654,845
4,576,023
-

11

0
11,800
13,209
(25,009)

0
16,800
13,209
(30,009)

266,434
600
231,167
2,965
2,302
15,662
84,289
25,285
(95,836)

389,529
741
228,848
5,514
2,240
26,602
220,991
19,371
(114,778)

908,715

607,825

914,783
(6,068)

613,893
(6,068)

93,847,342

72,263,763

Cash and other cash equivalents
Precious metals and stones, of which:
Non-monetary gold
Other precious metals and stones
Foreign assets, of which:
Current account in SDR with IMF
Monetary gold
Demand deposits placed
Time deposits placed
Foreign currency placements
Foreign currency securities
Lent securities
Quotas in international financial
institutions
of which IMF
Domestic currency securities
Loans to domestic credit institutions,
of which:
Loans to domestic credit institutions
Loans in litigation
Credit risk provision – principal
Other assets, of which:
Loans to employees
Property and equipment
Inventory
Equity investments
State budget receivables
Other settlement accounts
Other assets
Provisions for other assets

4
5
6
7
8
9

12
13
14

15

Accrued interest receivables
Accrued interest receivables
Credit risk provisions – interest
TOTAL ASSETS

16
17

The financial statements were approved by the Board of Directors on 28 May 2007
and were signed on its behalf by:
Refer to the original signed
Romanian version
Governor
Mr. Mugur Isărescu
National Bank of Romania
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RON thousand

Note
Currency in circulation

31 December 2006

31 December 2005

17,365,933

12,739,492

1,741,600

16,492,600

20
21

16,392,800
4,308,025
4,245,476
11,791,403
293,372

6,024,700
5,463,672
5,137,882
221,134
2,533
337,361

22

53,265,929
17,223,634
4,334
9,356,660
26,680,480
821
9,561,994

32,725,122
9,479,744
1,980
6,731,800
16,508,971
2,627
3,721,491

24,541
1,819
9,440
1,970
4,059
920
6,333

23,767
2,291
7,454
1,668
4,282
2,440
5,632

23

102,808

29,462

25

(4,608,263)
30,000
605,684
1,374,344
(4,331,631)
(2,286,660)
93,847,342

507,129
30,000
607,575
2,931,958
(3,062,404)
72,263,763

18

Certificates of deposits issued by the Bank
Foreign liabilities, of which:
Due to international financial institutions
out of which: due to IMF
Demand deposits taken
Time deposits taken
Borrowings from banks
SDR allocations from IMF
Due to domestic credit institutions, of which:
Current accounts of domestic credit institutions
Amounts withheld at court disposition
Time deposits of domestic credit institutions
Foreign currency minimum reserves
Accounts of bankrupt credit institutions
Current accounts of the State Treasury

19

Other liabilities, of which:
Borrowings and other similar liabilities
Sundry creditors
Salaries and other personnel-related accounts
Due to State budget
Settlement accounts
Other liabilities
Accrued interest payables
Equity, of which:
Issued share capital
Other reserves
Special revaluation account
Loss for the year
Retained earnings
TOTAL LIABILITIES AND EQUITY

The financial statements were approved by the Board of Directors on 28 May 2007
and were signed on its behalf by:
Refer to the original signed
Romanian version
Governor
Mr. Mugur Isărescu
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Income statement of the National Bank of Romania
for the year ended 31 December 2006
Note
Interest income
Interest expenses

26
27

Net interest income
Fee and commission income
Fee and commission expenses

28
29

Net fee and commission income
Realised losses from foreign currency operations
Realised losses from securities operations
Realised losses from precious metals operations
Unrealised losses from revaluation differences

30
31
32
33

Net result from financial operations
Currency issue expenses
Income/(expenses) from credit risk provisions
Losses from unrecoverable receivables not
covered by provisions
Other expenses from specific operations
Other income from specific operations
Net result from specific operations
Other income
Salary and other personnel costs
Administrative expenses
Depreciation and amortisation expenses
Other operating expenses
Net loss for the year

34
35

31 December 2006

RON thousand
31 December 2005

2,593,955
(2,403,078)

1,682,754
(2,510,912)

190,877

(828,158)

90,370
(37,542)

119,737
(74,101)

52,828

45,636

(297,443)
(124,013)
(291)
(3,840,933)

(374,909)
(14,576)
(446)
(1,539,490)

(4,262,680)

(1,929,421)

(105,072)
5,000

(81,631)
(97,362)

(288)

-

4,476

32,057

(95,884)

(146,936)

26,867
(125,792)
(29,385)
(21,592)
(66,870)
(4,331,631)

8,162
(109,550)
(30,100)
(19,217)
(52,820)
(3,062,404)

The financial statements were approved by the Board of Directors on 28 May 2007
and were signed on its behalf by:
Refer to the original signed
Romanian version

Governor
Mr. Mugur Isărescu
National Bank of Romania
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Notes to financial statements
1. General information
The National Bank of Romania (the “Bank” or “NBR”) was set up in 1880 as the
Central Bank of Romania. The current registered office is located in 25 Lipscani
Street, Bucharest, Romania. The Bank is managed by the Board of Directors. The
executive management of the Bank comprises the Governor, the First Deputy
Governor and two Deputy Governors. The Parliament appoints the Directors for a
period of five years. The Bank is 100 percent owned by the Romanian State.
The operations of the Bank during the financial year 2006 were governed by the
‘Law on the Statute of the National Bank of Romania’ (Law No.312/2004), in
effect from 31 July 2004, except for a number of provisions related to statutory
financial reporting that became effective commencing 1 January 2005. The purpose
of Law No.312/2004 is to ensure the compliance of the NBR’s Statute with the
European Union legislation and, in particular, with the provisions on central bank
independence of the Treaty establishing the European Community.
In accordance with Law No.312/2004, the primary objective of the Bank is to
ensure and maintain price stability. Likewise, the Bank has the exclusive right to
issue banknotes and coins and the duty to regulate and supervise the Romanian
banking system.
2. Significant accounting policies
a) Preparation of financial statements
The NBR’s financial statements are prepared in accordance with the accounting
principles and rules established by the International Accounting Standards,
applicable to central banks and recognised by the European Central Bank and
include the following: the balance sheet, the income statement and the explanatory
notes.
The 2006 financial statements were prepared in accordance with the ‘Norms on
organising and conducting the accounting of the National Bank of Romania’
(Norms No.2/2005). These Norms set up the basic accounting principles and rules,
the form and the content of the annual financial statements complying with the
International Accounting Standards applicable to central banks and recognised by
the European Central Bank (Guideline of the European Central Bank of
5 December 2002 on the Legal Framework for Accounting and Financial Reporting
in the European System of Central Banks No.10/2002). The accounting policies
have been consistently applied by the Bank for the year ended 31 December 2006
and are consistent with those used in the previous year.
b) Basis of preparation
The financial statements are prepared on a going concern basis and presented in the
domestic currency (RON), rounded to the nearest thousand.
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Income and expenses are recognised in the accounting period in which they are
earned or incurred and not according to the period in which they are collected or
paid (the accrual principle).
c) The transfer of the NBR’s net revenues to the State
The Bank is exempted from paying income tax, but it transfers to the State budget,
in accordance with Law No.312/2004, an 80 percent share of net revenues, after
deducting the expenses related to the financial year and the loss related to the
previous financial years that remained uncovered from other available sources.
d) Significant accounting principles
Substance over form: transactions are recorded and disclosed in accordance with
their substance and economic reality and not merely with their legal form.
Prudence: the valuation of assets and liabilities and income recognition are carried
out prudently. However, prudence does not allow the deliberate understatement of
assets and income and overstatement of liabilities and expenses.
Post-balance-sheet events: assets and liabilities are adjusted for events that occur
between the annual balance sheet date and the date on which the financial
statements are approved by the Board of Directors, if they affect the condition of
assets or liabilities existing at the balance sheet date. No adjustment is made, but
disclosure is required for those events occurring after the balance sheet date that do
not affect the condition of assets and liabilities at the balance sheet date, but which
are of such importance that non-disclosure would affect the ability of the users of
the financial statements to make proper evaluations and take decisions.
Materiality: deviations from the accounting rules, including those affecting the
income statement, are not allowed unless they can reasonably be judged to be
immaterial in the overall context and presentation of the Bank’s financial
statements.
e) Estimates
In preparing the financial statements in accordance with Norms No. 2/2005, the
management is required to make estimates and assumptions affecting the reported
amounts of assets and liabilities, and income and expenses for the period. Actual
results could differ from these estimates. The estimates are periodically revised
and, if necessary, adjustments are recorded in the income statement of the period
when they occur. Despite the uncertainty surrounding these individual estimates,
their cumulative effect on financial statements is immaterial.
f) Recognition of assets and liabilities
Financial assets/liabilities shall be recognised in the balance sheet only when:
–

it is probable that future economic benefits associated with the asset/liability
will flow to or from the Bank;
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–

substantially all of the risks and rewards associated with the asset/liability have
been transferred to the Bank; and

–

the value of the asset/liability can be measured reliably.

Financial assets and liabilities are initially recognised at the acquisition value as
presented hereinafter.
g) Foreign currency position
The foreign currency position represents the net position determined as the
difference between total assets and total liabilities denominated in the respective
currency, with minor exceptions. The monetary gold is considered as a foreign
currency, determining the gold position.
The items not included in the foreign currency position are the foreign currency
amounts recorded in the following accounts: Accrued interest receivables, Accrued
interest payables, Cash in foreign currency, Foreign currency in transit, Sundry
debtors, Sundry creditors, Settlement accounts, Prepayments and the operations
denominated in SDR, XBR, XDS with the international financial institutions.
During 2006, the Bank held long positions for both foreign currencies and gold
(with total receivables exceeding total payables denominated in the respective
foreign currency).
h) Average cost method
The average cost method is applied to the following:
–

foreign currency position;

–

monetary gold position; and

–

foreign currency securities portfolio.

The average cost of the foreign currency position is determined on a daily basis as
an indirect quotation (RON/1 FCY). In case of the long foreign currency position,
net acquisitions of currencies made during the day are added, at the average cost of
the purchases made during the day, to the previous day’s ending balance to
determine a new average cost. In case of net sales, the average cost remains
unchanged. The same principles apply to the gold position.
The average cost of the foreign currency securities is determined for each
ISIN/CUSIP (International Securities Identification Number) by dividing the
transaction value to the correspondent nominal value. All purchases made during
the day are added at cost to the previous day’s ending balance to produce a new
average cost for each ISIN/CUSIP.
The net average cost of the foreign currency securities is determined for each
ISIN/CUSIP by dividing the average cost adjusted with the cumulated
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premium/discount amortisation to the correspondent nominal value. The premiums/
discounts from purchases of securities are amortised over the remaining life of the
securities using the straight-line method. However, the internal rate of return
method is used for the discount securities with a remaining maturity of more than
one year at the time of acquisition.
The gains/losses arising from transactions in foreign currency, gold/silver in
standard form and foreign currency securities are determined based on the average
cost of the respective holding (Notes 2i and 2j).
At the end of the financial year, in accordance with the revaluation procedure (Note
2q), the average cost of the foreign currency position and the net average cost of
the foreign currency securities, which generated unrealised losses as at 31
December, are written down to the revaluation rate and the market price of the
securities, respectively.
i)

Foreign currency transactions

Foreign currency transactions are converted into RON based on the exchange rate
ruling at the settlement date of the transaction. The monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are converted into RON
based on the exchange rate ruling at that date.
In accordance with the average cost method for the long foreign currency position,
any sale of foreign currency (outflow from the foreign currency position) generates
a gain/loss calculated as follows:
–

if daily acquisitions exceed daily sales, then the gain/loss arising from the daily
sales is computed as the total sales multiplied by the difference between the
average price of the daily sales and the average cost of the daily acquisitions;

–

if daily sales exceed daily acquisitions, then the gain/loss arising from the daily
sales is computed as the sum of the following:
¾ the gain/loss from sales covered by the daily acquisitions: computed as the
total daily acquisitions multiplied by the difference between the average
price of the daily sales and the average cost of the daily acquisitions;
¾ the gain/loss from sales covered by the previous day holdings: computed as
the net sales multiplied by the difference between the average price of the
daily sales and the average cost of the respective foreign currency position
on the preceding day.

j) Foreign currency securities
The premiums/discounts from the acquisition of securities are amortised over the
remaining life of the securities using the straight-line method. The amortisation of
the discount/premium is recognised during the year as interest income/expense.
The internal rate of return method is, however, used for the discount securities with
a remaining maturity of more than one year at the time of acquisition.
National Bank of Romania
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The gain/loss from the sale of securities is determined as the nominal value of the
security sold multiplied by the difference between the selling price and the average
cost of the respective security. The components of the aforementioned gain/loss are
the following:
–

the market price effect representing the nominal value of the security sold
multiplied by the difference between the selling price and the net average cost
of the respective security;

–

the interest rate effect representing the nominal value of the security sold
multiplied by the difference between the net average cost and the average cost
of the respective security.

The interest receivables are recorded monthly, in accordance with the accrual
principle, and converted into RON based on the revaluation rate.
The gain/loss from the mark-to-market of foreign currency securities is determined
as the difference between the market price and the net average cost.
The foreign currency securities lending performed via an agent is recorded as lent
securities under a separate balance sheet item (Note 9). The coupon of the lent
securities is still received by the Bank and recognised as interest income. The funds
received via the agent in exchange for the lent securities are invested by the agent
in time deposits and reverse repo operations; thus, the aforementioned funds are
recognised as borrowings from banks (Note 20) and the deposits and reverse repo
operations are recorded as assets (Note 6). Interest income from time deposits/
reverse repo operations and rebate expense paid for borrowings are recognised on a
gross basis (Notes 26 and 27). Likewise, the Bank pays the agent for its services a
share of net revenues, which is recognised as an expense (Note 29).
k) Loans granted to credit institutions and other entities
The loans are stated in the balance sheet at the amount of the outstanding principal,
adjusted with the provision for loan impairment, in order to reflect the estimated
recoverable amount.
l)

Equity investments

In accordance with Norms No. 2/2005, the equity investments, including the shares
hold by the Bank in companies where it exerts a significant influence, are recorded
at cost, as these financial statements are not consolidated.
m)

Tangible and intangible assets

Tangible and intangible assets are stated at historical cost or revalued cost, less
accumulated depreciation.
The Bank carried on subsequent revaluations of the tangible assets in accordance
with the statutory legal provisions, taking into account the inflation, value in use,
condition and market price of the respective asset. Capital expenditure on property

148

National Bank of Romania

Annual
Report
2006
Chapter 12. Financial statements of the National Bank of Romania as at 31 December 2006

and equipment in the course of construction is capitalised and depreciated once the
assets enter into use. The latest revaluation of tangible assets was performed on
31 December 2001.
The expenditure incurred to replace a component of an item of tangible assets,
including the modernisation expenditure, is capitalised. All other expenditure
(repairs, maintenance etc.) are charged to the income statement as incurred,
representing operating costs.
The depreciation is provided on a straight-line basis over the estimated useful lives
of items of property and equipment. The depreciation is recognised as a writedown of the costs of the items of property and equipment. The land is not
depreciated. The estimated useful lives are as follows:

Buildings
Equipment
Motor vehicles
Computer equipment

20-50 years
5-20 years
5 years
3 years

n) Provisions for impairment of assets
As part of its monetary and exchange rate policies, the Bank is entitled to grant
loans to credit institutions. The Bank records credit risk provisions in accordance
with its own norms approved by the Board of Directors, after receiving the
endorsement of the Ministry of Public Finance.
The provisions for impairment losses from loans are charged to the income
statement as specific expenses and offset against the carrying value of loans and
accrued interest receivables.
The loans are written off and charged to the income statement when they are
deemed unrecoverable and all the necessary legal procedures have been completed.
Provisions other than those for credit risk are covered from the remaining profit,
net of the 80 percent share transferred to the State budget from the Bank’s net
revenues. The financial assets are reviewed to determine whether there is any
indication of impairment. If any such indication exists, the asset recoverable
amount is estimated. An impairment loss is recognised whenever the carrying
amount of an asset exceeds its recoverable amount.
The impairment losses are reversed in whole or in part if there has been a change in
the previous estimates used to determine the recoverable amount. An impairment
loss is reversed in whole or in part only to the extent that the asset’s carrying
amount does not exceed the carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss had been recognised.
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o) Currency in circulation
The Bank prepares the program for issuing banknotes and coins, ensures the
printing, distribution and administration of cash reserves in order to meet cash
requirements, in accordance with the real needs of money circulation.
Currency in circulation is recorded at the face value of the banknotes and coins
produced by/received from the NBR Printing House and the State Mint and other
foreign suppliers, less the value of the banknotes and coins destroyed and other
similar items (the withdrawn banknotes and coins, the banknotes and coins
withdrawn and not exchanged within the legal period), the banknotes and coins
included in collections, the banknotes and coins sold as numismatic products, the
banknotes and coins from the reserve fund kept in the Central Vault, the Bank’s
branches and the banknotes and coins in course of expedition.
p) Certificates of deposit issued by the Bank
The securities issued by the Bank are RON-denominated certificates of deposit
sold to domestic credit institutions. These are discount instruments, being
redeemed at their nominal value on the maturity date.
At the issuance date of certificates of deposit, their nominal value is recorded as a
liability and the discount as a prepayment. The discount is amortised during the
useful life of the certificates of deposit, using the straight-line method and the
accrual principle.
q) Revaluation
The revaluation of the foreign currency assets and liabilities is recorded monthly in
the special revaluation account as the difference between the revaluation rate (the
official exchange rate on the last working day of the month) and the average cost of
the foreign currency position. The exceptions are the SDR-denominated assets and
liabilities which are revalued at 30 April and 31 December, based on the exchange
rates communicated by the International Monetary Fund. The SDR balances at the
end of the year are revalued based on the exchange rate communicated for
31 December 2006.
The mark-to-market is performed on a monthly basis for both holdings of
gold/silver in standard form and foreign currency securities; the mark-to-market
differences are recorded in adjustments accounts in the balance sheet. The
revaluation of gold is performed based on the price in RON per defined unit of
weight of gold derived from the RON/USD exchange rate and the fixing quotation
on the London Bullion Market. The revaluation of the foreign currency securities is
performed as a comparison between the mid-market price at the end of the last
working day of the month and the net average cost of the respective security.
Offsetting unrealised losses for securities, currencies or gold balances against
unrealised gains in other securities, currencies or gold is not permitted.
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At the end of the financial year, unrealised losses are charged to the income
statement without the possibility of subsequent cancellation against new unrealised
gains. Subsequently, the average cost of the foreign currency position and the net
average cost of the foreign currency securities – which generated the
aforementioned unrealised losses – are written down to the revaluation rate and the
market price respectively. At the end of the financial year, the unrealised gains are
recorded in the special revaluation account in the balance sheet.
r) Pension obligations and employee benefits
The Bank, in the normal course of business, makes payments to the Romanian
State funds on behalf of its Romanian employees for pension, health care and
unemployment benefit. All employees of the Bank are members of the State
pension scheme.
In compliance with the collective labour agreement currently in force, the Bank
pays on the retirement of its employees a benefit calculated taking into account the
salary on the date of retirement. The Bank recognises the benefits related to
retirement on the date they are due to the employees of the Bank.
s)

Income and expense recognition

The revenues and expenses are recognised according to the accrual principle. The
losses/gains arising from sale of the foreign currency, gold or securities are charged
to the income statement. These are computed as the difference against the average
cost of the respective asset.
The unrealised gains are not recognised as income, but transferred directly to the
special revaluation account.
At the end of the year, unrealised losses are charged to the income statement if they
exceed revaluation gains previously recorded in the corresponding revaluation
account. There is no netting of unrealised losses for securities, currencies or gold
balances against unrealised gains in other securities, currencies and gold.
t) Share capital and statutory reserves
The share capital is fully owned by the Romanian State and is not divided into
shares. As at 31 December 2006, the Bank’s share capital was in amount of RON
30,000 thousand.
The statutory reserves were set up on 1 January 2005 in accordance with Law
No.312/2004, through the incorporation of the remaining balance of the reserve
fund. As at 31 December 2006, the statutory reserves are nil, as a consequence of
covering the 2005 financial loss (Note 2u). The statutory reserves are subject to a
maximum increase limit of 60 percent from the annual profit net of the 80 percent
share of the Bank’s net revenues transferred to the State budget.
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u) Coverage of losses
The loss for the financial exercise is covered from the available sources, in the
following priority order: a) special revaluation account as at 31 December 2004;
b) statutory reserves; c) future profits.

3. Risk management policies
The main risks associated with the Bank's activities are financial and operational
risks arising from the Bank's responsibility to ensure and maintain price stability in
Romania. The most important types of financial risks to which the Bank is exposed
are credit risk, liquidity risk and market risk. Market risk includes currency risk
and interest rate risk.
a) Credit risk
The Bank is exposed to credit risk through its trading, lending and investing
activities and in cases where it issues guarantees.
Credit risk associated with trading and investing activities is managed through the
Bank’s market risk management process. The risk is mitigated through selecting
counterparties of high credit standing and monitoring their activities and ratings
and through the use of exposure limits.
The Bank’s primary exposure to credit risk arises from granting short-term loans in
RON to domestic credit institutions. The amount of credit exposure in this regard is
represented by the carrying amounts of the loans on the balance sheet. Short-term
loans in RON extended to banks are normally secured with treasury securities
issued by the Romanian Government or with time deposits. However, the Bank
may, in special circumstances, grant unsecured loans to banks and other credit
institutions in order to prevent systemic crises. Nevertheless, this risk has been
constantly decreasing due to the reduction of the Bank’s loan portfolio.
Maximum credit risk exposure, representing the maximum accounting loss that
would be recognised at the balance sheet date if counterparties failed completely to
fulfil contractual obligations and any collateral or security proved to be of no value,
is estimated to amount to RON 600 thousand (31 December 2005: RON 741
thousand).
b) Liquidity risk
The Bank is the lender of last resort to credit institutions in Romania. The main
objective of its day-to-day operations is to ensure that adequate liquidity exists on
the domestic market.
The Bank also manages the international foreign currency reserve, through
planning and diversification, in order to ensure that foreign obligations are timely
met.
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c) Interest rate risk
The Bank incurs interest rate risk mainly in the form of exposure to adverse
changes in market interest rates to the extent that interest-earning assets and
interest-earning liabilities mature or re-price at different times or in different
amounts.
For financial receivables and liabilities in RON, the Bank endeavours to match the
current market rates. Obtaining a positive margin is not always possible given that
the levels of such assets and liabilities are dictated by monetary policy objectives.
However, the Bank is constantly monitoring the costs of implementing the policies
against the estimated benefits.
For financial receivables and liabilities in foreign currency, the Bank attempts to
maintain a net positive position. The Bank uses a mix of fixed- and variable-rate
instruments. The interest rates on interest-bearing assets and liabilities in foreign
currency are presented in the notes that refer to the above-mentioned assets and
liabilities.
d) Currency risk
The major foreign currencies held by the Bank are the EUR and the USD. Due to
the domestic currency appreciation and the volatility of financial markets, there is a
consequent risk of loss in value in respect of net monetary assets held in foreign
currency. Open foreign exchange positions represent also a source of currency risk.
The Bank is exposed to currency risk through foreign exchange transactions. There
is also a balance sheet risk that the net monetary liabilities in foreign currencies
will take a higher value when translated into RON as a result of exchange rate
movements.
In order to avoid losses that may arise from adverse movements in exchange rates,
the Bank, within the framework of its objectives for managing international
reserves, is currently pursuing the policy of diversifying its portfolio, in order to
ensure a balanced foreign currency distribution, whilst maintaining a long foreign
exchange position.
The assets and liabilities held in EUR, USD and other foreign currencies at the
balance sheet date are presented in Note 36.
The revaluation rates of the major foreign currencies at the end of the year were:

Currency
EUR
USD

National Bank of Romania

31 December 2006

31 December 2005

1: RON 3.3817
1: RON 2.5676

1: RON 3.6771
1: RON 3.1078

Increase
(decrease) %
(8.0)
(17.4)
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4. Monetary gold
RON thousand

Gold bullion in standard form
Coins
Foreign deposits
Total

31 December 2006
1,464,000
755,749
3,214,738

31 December 2005
1,428,857
738,554
3,137,628

5,434,487

5,305,039

At 31 December 2006, the Bank had a sole foreign deposit amounting to RON
3,214,738 thousand. As at 31 December 2006, the gold revaluation price came to
RON 52.49 per gram for the Bank’s gold stock amounting to 103,553.76 kg (as at
31 December 2005, the revaluation price was of RON 51.23 per gram for the
Bank’s gold stock amounting to 103,553.37 kg).

5. Demand deposits placed
RON thousand

31 December 2006

31 December 2005

Demand deposits at international
financial institutions
Demand deposits at central banks
Demand deposits at foreign banks

4,133,275
40,173
344

4,008,003
141,919
129

Total

4,173,792

4,150,051

As at 31 December 2006, this item comprises: the current account held with the
Bank for International Settlements (BIS) in amount of RON 4,133,275 thousand
(31 December 2005: RON 4,008,003 thousand), representing the RON equivalent
of EUR 1,221,899 thousand (31 December 2005: EUR 1,089,781 thousand), USD
455 thousand (31 December 2005: USD 235 thousand) and CHF 5 thousand
(31 December 2005: CHF 17 thousand), demand deposits held with central banks,
out of which the most significant are those held with Bundesbank in amount of
RON 21,909 thousand (EUR 6,479 thousand) (31 December 2005: RON 56,602
thousand or EUR 15,393 thousand), Bank of Japan in amount of RON 13,407
thousand (JPY 623,592 thousand) (31 December 2005: RON 45,088 thousand, JPY
1,701,465 thousand respectively), Bank of England RON 1,691 thousand (GBP
335 thousand) (31 December 2005: RON 35,613 thousand, GBP 6,649 thousand
respectively) and the demand deposit held with Banque Generale de Bruxelles, in
amount of RON 344 thousand (EUR 102 thousand) (31 December 2005: RON129
thousand, EUR 35 thousand respectively).
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6. Time deposits placed
RON thousand

Time deposits at central banks
Time deposits at foreign banks
Time deposits under securities
lending agreements
Reverse repo operations under
securities lending agreements
Total

31 December 2006
500,060
22,074,835

31 December 2005
362,882
21,897,388

770,280

-

11,021,122

-

34,366,297

22,260,270

As at 31 December 2006, the time deposits held with foreign banks amounted to
RON 22,074,835 thousand (31 December 2005: RON 21,897,388 thousand),
representing the RON equivalent of EUR 4,740,000 thousand (31 December 2005:
EUR 3,430,000 thousand), USD 2,305,500 thousand (31 December 2005: USD
2,059,000 thousand) and GBP 25,000 thousand (31 December 2005: GBP 538,800
thousand).
As at 31 December 2006, the time deposits held with central banks include the
overnight deposit held with the De Nederlandsche Bank in amount of RON
292,855 thousand (EUR 86,600 thousand) (31 December 2005: RON 16,363
thousand, EUR 4,450 thousand respectively) and the deposit held with the Federal
Reserve Bank of New York in amount of RON 207,205 thousand (USD 80,700
thousand) (31 December 2005: RON 346,520 thousand, USD 111,150 thousand
respectively).
As at 31 December 2006, the time deposits placed via an agent under the securities
lending agreements amounted to RON 770,280 thousand, representing the RON
equivalent of USD 300,000 thousand.
As at 31 December 2006, the reverse repo operations performed via an agent under
the securities lending agreements amounted to RON 11,021,122 thousand,
representing the RON equivalent of USD 4,292,383 thousand, and were guaranteed
by US Treasuries.

7. Foreign currency placements
RON thousand

31 December 2006

31 December 2005

Placements at World Bank,
of which:
– in deposits, of which:
y demand deposits at Fed
– in securities
Other

362,369
551
339,433
13,190

297,167
683
520,052
-

Total

714,992

817,219

National Bank of Romania
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In October 2002, the NBR and the International Bank for Reconstruction and
Development (IBRD) concluded an investment management agreement whereby
the IBRD became the Bank’s investment advisor and agent for the management of
foreign assets, subject to a 20 percent limit of the Bank’s international foreign
exchange reserves. As at 31 December 2006, the deposits managed by IBRD came
in at RON 361,818 thousand – the RON equivalent of USD 140.9 million (31
December 2005: RON 296,484 thousand – the RON equivalent of USD 95.2
million).
As at 31 December 2006, the Bank’s placements managed by the World Bank (in
securities) according to the investment management contract amounted to RON
339,433 thousand – USD 132.1 million (31 December 2005: RON 520,052
thousand – USD 167.3 million).

8. Foreign currency securities
RON thousand

Discount treasury bills –
Non-government Agencies
Discount treasury bills –
US Treasuries
Discount treasury bills –
European Treasuries
Coupon treasury bills –
US Treasuries
Coupon treasury bills – Bank
for International Settlements
(MTI)
Coupon treasury bills –
European Treasuries
Coupon treasury bills –
Credit institutions and banks
Coupon treasury bills –
International financial
institutions – BIS (MTI)
Total

31 December 2006

31 December 2005

441,310

-

102,690

913,381

2,174,411

3,416,608

-

8,854,768

-

228,950

15,353,299

20,575,599

9,734,463

-

3,920,474

-

31,726,647

33,989,306

The coupon treasury bills issued by the European Treasuries, the US Treasury and
the BIS have fixed interest rates. The interest rates ranged between 2.5 percent and
5.75 percent per annum on the EUR-denominated securities (2005: between
2 percent and 6 percent per annum), between 3.13 percent and 6 percent per annum
for the USD-denominated securities (2005: between 2.25 percent and 6.63 percent
per annum) and between 3.5 percent and 5.2 percent for the GBP-denominated
securities.
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9. Lent securities
RON thousand

Coupon treasury bills –
Non-government US Agencies
Coupon treasury bills –
US Treasury
Coupon treasury bills – Bank
for International Settlements
(MTI)
Total

31 December 2006

31 December 2005

291,088

-

11,572,224

-

255,709

-

12,119,021

-

As at 31 December 2006, the Bank lent, via an agent, USD-denominated coupon
treasury bills in amount of RON 12,119,021 thousand. The borrowings secured
with lent securities (Note 20) – performed via the agent – are invested in reverse
repo operations and time deposits (Note 6).

10. Quotas in international financial institutions
RON thousand

31 December 2006

31 December 2005

Romania’s quota at IMF
Participation in the share capital
of
Bank for
International
Settlements

3,979,358

4,576,023

68,345

78,822

Total

4,047,703

4,654,845

This item comprises government funds representing the participation quota at other
international financial institutions.
The Bank, in accordance with Law No.97/1997, exercises all the rights and
obligations arising from Romania’s membership at IMF.
Romania’s quota at IMF is recorded as an asset denominated in SDR. At 31
December 2006 and 31 December 2005, Romania’s total quota at IMF amounted to
SDR 1,030 million. The IMF maintains RON deposits with the Bank in relation to
the participation.
The current account in SDR with IMF is held by each member state of IMF and is
used to conduct the borrowings and other related operations with IMF. This
account bears the same interest rate as the SDR allocation from IMF.
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11. Loans to domestic credit institutions
RON thousand

Loans to credit institutions
Loans in litigation
Specific credit risk provisions
(for principal amount)

31 December 2006
11,800
13,209

31 December 2005
16,800
13,209

(25,009)

(30,009)

-

-

Balance at the end of year

This item comprises a current loan granted to a bankrupt credit institution, namely
Credit Bank S.A.
The outstanding loans balance as at 31 December 2006 decreased as a result of the
reimbursements made during the year for the loan granted to Credit Bank S.A., in
accordance with Government Emergency Ordinance No.26/2000 (31 December
2005: RON 16,800 thousand). This item also includes the loan granted to Credit
Bank S.A. before its going bankrupt (31 December 2005: RON 13,209 thousand).
The loans granted to Credit Bank S.A. are fully provisioned. The provisions as at
31 December 2005 are maintained for end-2006, apart from the provision for the
loan granted to Credit Bank S.A., set up in compliance with Government
Emergency Ordinance No.26/2000, which decreased along with the
aforementioned reimbursements in 2006.

12. Property and equipment

Cost or revalued cost
At 31 December 2005
Additions
Disposals
Transfers
At 31 December 2006
Accumulated
depreciation
At 31 December 2005
Depreciation during
the year
Disposals
At 31 December 2006
Net book value
at 31 December 2006
At 31 December 2005

RON thousand
Intangible
Total
assets

Land and
buildings

Equipment

Assets in the course
of construction

246,148
2,369
(1,365)
247,152

74,014
15,011
(4,053)
84,972

9,261
11,937
(3,138)
18,060

13,186
1,395
(307)
14,274

342,609
30,712
(5,725)
(3,138)
364,458

69,125

38,856

-

5,780

113,761

9,570
(1,174)
77,521

8,610
(581)
46,885

-

3,412
(307)
8,885

21,592
(2,062)
133,291

169,631
177,023

38,087
35,158

18,060
9,261

5,389
7,406

231,167
228,848

As at 31 December 2006, the item “Equipment” includes fixed assets acquired
through finance leasing (31 December 2006: gross value – RON 22,203 thousand,
accumulated depreciation – RON 7,613 thousand; 31 December 2005: gross value
– RON 21,209 thousand, accumulated depreciation – RON 7,429 thousand).
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During 2006, three lease agreements were concluded for IT equipment having an
inventory value of RON 994 thousand, the correspondent depreciation for the year
2006 amounting to RON 184 thousand.

13. Equity investments
The equity investments are recorded at cost, in accordance with Norms No.2/2005,
as these financial statements are not consolidated.
As at 31 December 2006, the equity investments in amount of RON 2,302
thousand, include the shares held by the Bank in TRANSFOND S.A. (RON 2,240
thousand) – a joint-stock company providing settlement services for the interbank
operations between local banks (the Bank’s shareholding represents 33 percent of
the TRANSFOND S.A. share capital) and 8 shares held by the Bank in SWIFT, as
a result of the reallocation procedure performed on 20 February 2006, having a
total value of EUR 18,220 (RON 62 thousand).
Summarised financial data of TRANSFOND S.A. are disclosed in the following
table:
RON thousand

Equity
Total assets
Net profit for the year

31 December 2006
146,907
168,946
25,959

31 December 2005
173,277
206,765
55,786

14. State budget receivables
The balance of the
2006 due to the
representing either
according to court
currency amounts.

NBR’s receivables against the State budget decreased during
reimbursements paid by the Ministry of Public Finance,
price differences, in case of the gold returns to population,
decisions, or exchange rate differences, in case of foreign

15. Provisions for other assets
RON thousand

Provisions for:
NBR’s receivable from KOLAL
BV Amsterdam (a)
Guarantees paid by NBR for
Credit Bank S.A. (b)
Receivables from S.C. Logic
Telecom (amount in litigation) (c)

31 December 2006

31 December 2005

71,966

89,958

23,848

24,798

22

22

95,836

114,778

a) The NBR’s receivables against KOLAL BV Amsterdam are written off during a
period of 5 years, starting with 2006, according to Government Emergency
National Bank of Romania
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Ordinance No.68/2001 regarding the regulation of receivables of the National Bank
of Romania and the Savings Bank against “Dacia Felix” – S.A. In 2006, the
provision was decreased by an amount of RON 17,992 thousand representing the
first of the five instalments. The aforementioned provision represents an
adjustment figure of the balance sheet item “Settlement accounts”, including the
“Prepayments” account where the receivables against KOLAL BV Amsterdam
were recorded.
b) As at 31 December 2006, the value in RON of the guarantees paid by the Bank –
as a guarantor of Credit Bank S.A. – decreased by RON 950 thousand, due to
exchange rate movements. Thus, the correspondent provision amounted to RON
23,848 thousand at the end of 2006.
c) The provision for the NBR’s receivables against S.C. Logic Telecom was
recorded due to the bankruptcy of the aforementioned counterparty and the Bank’s
related legal action against this company.
The provisions b) and c) represent adjustment figures of the balance sheet item
“Other assets”.

16. Accrued interest receivables
RON thousand

31 December 2006

31 December 2005

773,773

560,787

88,253
44,037
6,068
2,652

43,929
18
6,068
3,091

914,783

613,893

Accrued interest receivables from:
Foreign currency securities
Foreign currency deposits and
placements
Lent securities
Gold
Loans granted to banks
Other
Total

17. Credit risk provisions – interest
As at 31 December 2006, the Bank maintained the credit risk provision in amount
of RON 6,068 thousand for the accrued interest receivables for the loan granted to
Credit Bank S.A., in accordance with Government Emergency Ordinance
No.26/2000.
18. Currency in circulation
RON thousand

Banknotes
Coins
Total

160

31 December 2006
17,233,690
132,243

31 December 2005
12,624,139
115,353

17,365,933

12,739,492
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19. Due to IMF
RON thousand

Deposits from IMF
Stand-by facilities

31 December 2006
3,979,377
266,099

Total

31 December 2005
4,364,480
773,402

4,245,476

5,137,882

During 1992–2004, Romania and the International Monetary Fund (IMF) agreed to
five stand-by arrangements (SBA) for a total amount of SDR 1,886 million, mainly
to support short-term balance of foreign payments. As at 31 December 2006, the
outstanding amounts drawn from SBA facilities were SDR 68.8 million (2005:
SDR 182.5 million).
The stand-by facilities bear variable interest rate set by IMF which was 5.48
percent per annum as at 31 December 2006 (31 December 2005: 4.25 percent per
annum).
At 31 December 2006, the balance account with IMF in amount of XDS
1,158,367,049 (equivalent of RON 4,474,429 thousand) was revalued using the
XDS exchange rate confirmed by IMF.
20. Borrowings from banks
As at 31 December 2006, the Bank’s borrowings - performed via an agent under
the securities lending agreements – amounted to RON 11,791,403 thousand (USD
4,592,383 thousand) and were collateralised by foreign currency securities. The
borrowings (Note 9) were invested in time deposits and reverse repo operations
(Note 6).

21. SDR allocations from IMF
The Bank recorded in SDR allocations a non-reimbursable loan bearing the same
interest rate as the SDR current account at IMF. As at 31 December 2006, SDR
allocations from IMF had an interest rate of 4.07 percent per annum (31 December
2005: 3.03 percent per annum).

22. Current accounts of the State Treasury
RON thousand

31 December 2006

31 December 2005

State Treasury current accounts
in RON
State Treasury current accounts
in foreign currency

229,581

1,570,029

9,332,413

2,151,462

Total

9,561,994

3,721,491

The current accounts of the State Treasury bear variable interest rates.
National Bank of Romania
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23. Accrued interest payables
RON thousand

Accrued interest payables to:
Foreign borrowings
Borrowings collateralised
by foreign currency securities
Minimum required reserves
of credit institutions
Deposits of credit institutions
Current accounts of the State
Treasury
Other liabilities
Total

31 December 2006

31 December 2005

6,877

5,874

43,211

-

10,338
41,414

5,731
14,065

968
-

1,337
2,455

102,808

29,462

24. Related party transactions
The Government of Romania, through the State Treasury, maintains current
accounts with the Bank which are subject to fees starting with 31 December 2005.
Furthermore, the Bank acts as a registry agent on behalf of the State Treasury with
regards to treasury bills and notes, manages the international reserves and ensures
timely servicing of Romania’s foreign public debt.
The Bank exercises influence, through Board members, over two other state
institutions: the NBR Printing House and the State Mint.
In 2006, total purchases of banknotes and coins from the aforementioned two
entities amounted to RON 64,968 thousand (31 December 2005: RON 48,135
thousand). As at 31 December 2006, the Bank had no outstanding balances payable
to the NBR Printing House and the State Mint. The transactions with these two
entities were carried out under normal commercial terms and conditions.
The Bank exercises significant influence over TRANSFOND S.A., an entity
established in 2000 to outsource the Bank’s settlement activities of domestic
interbank operations. On 8 April 2005, the real-time gross settlement system
(ReGIS) became operational; subsequently, during the year, the SENT module (for
low value payments – fully managed by TRANSFOND S.A.) and the SaFIR
module (for treasury bills and certificates of deposit issued by the Bank – managed
by the Bank) came into operation.
For its agent services, TRANSFOND S.A. receives 95 percent of the commissions
cashed in by the Bank from the domestic banks and other varying percentages
according to the contracts regulating the other modules of the Electronic Payment
System. Total commissions paid to TRANSFOND S.A. by the Bank during 2006
amounted to RON 34,207 thousand (31 December 2005: RON 71,241 thousand).
As at 31 December 2006, according to the invoices issued by the Bank,
TRANSFOND S.A. had an outstanding payable amount of RON 217 thousand,
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while the Bank had an outstanding payable amount of RON 1,835 thousand. The
settlement of the aforementioned payables was performed in January 2007.

25. Special revaluation account
RON thousand

Net favourable revaluation
differences as at 31 December
2004
Favourable revaluation
differences from holdings
of gold, precious metals
and stones
Favourable revaluation
differences from foreign
currency holdings (revaluation
at the exchange rate from
balance sheet date)
Foreign currency securities
(market value revaluation)
Total

31 December 2006

31 December 2005

-

773,854

1,216,044

1,081,602

149,538

1,075,485

8,762

1,017

1,374,344

2,931,958

As at 31 December 2006, the special revaluation account balance represents the
favourable revaluation differences. Offsetting unrealised losses for securities,
foreign currency and gold balances against unrealised gains in other securities,
foreign currency or gold is not permitted. The unfavourable revaluation differences
as at 31 December 2006 were charged to the income statement.
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26. Interest income
RON thousand

31 December 2006

31 December 2005

1,534,843

1,274,980

139,293

-

919,017
265
19

401,915
1,437
310

2,593,437

1,678,642

RON operations
Interest and similar revenue from:
Loans to credit institutions
Other income

503
15

4,033
79

Total interest income from RON
operations

518

4,112

2,593,955

1,682,754

Foreign currency/gold
Interest and similar revenue from:
Foreign securities
Time deposits and reverse repo
operations under securities
lending agreements
Foreign currency
Amounts in SDR
Gold deposits
Total interest income from
foreign currency and gold

Total interest income

In 2006, interest income from foreign currency securities comprises the
amortisation of discounts from securities acquisitions, the favourable interest rate
effect arising from securities sales and the accumulated coupon.
The interest income under the securities lending agreements (Note 6) is generated
by investments in time deposits and reverse repo operations – made by the agent –
of the borrowings collateralised by foreign currency securities. This income is
recognised on a gross basis.
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27. Interest expenses
RON thousand

31 December 2006

31 December 2005

338,751

304,629

137,024

-

-

124,110

35,033

47,919

Total interest expenses from
foreign currency operations

510,808

476,658

Operations in RON
Interest and similar expenses
Time deposits of credit
institutions

960,700

1,207,212

186,292

181,533

267,444

103,817

474,922
2,912

541,504
188

Total interest expenses from
operations denominated in

1,892,270

2,034,254

Total interest expenses

2,403,078

2,510,912

Foreign currency operations
Interest and similar expenses
from:
Foreign securities
Borrowings under securities
lending agreements
Deposits of credit institutions
and Ministry of Public Finance
Loans from International
Monetary Fund

Minimum required reserves of
credit institutions
Current accounts of the State
Treasury
Certificates of deposit issued by
the Bank
Other expenses

In 2006, interest expenses from foreign currency securities comprises the
amortisation of net premium from securities acquisitions and the unfavourable
interest rate effect arising from securities sales.
The interest expenses with the borrowings collateralised by foreign currency
securities (Note 20), performed via the agent, is recognised on a gross basis.
28. Fee and commission income
Fee and commission income represents the commission income from the settlement
of interbank operations between local credit institutions and the payments to the
State budget.
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29. Fee and commission expenses
RON thousand

Fee and commission expenses
in RON
Fee and commission expenses
in foreign currency
Total fee and commission

31 December 2006

31 December 2005

34,543

71,240

2,999

2,861

37,542

74,101

The fee and commission expenses in RON represents the commissions for services
received by the Bank, including the services provided by TRANSFOND S.A. - an
entity established in 2000 to outsource the Bank’s settlement activities of domestic
interbank operations. TRANSFOND S.A. receives for its agent services 95 percent
of the commissions cashed in by the Bank for the settlement of the domestic credit
institutions operations (Note 24).
The fee and commission expenses in foreign currency include the amount of RON
454 thousand, representing the commission paid to the securities lending agent
(Note 9).

30. Realised losses from foreign currency operations
RON thousand

31 December 2006

31 December 2005

2,964

42,236

8,722

8,199

-

95

11,686

50,530

Expenses from foreign currency
operations
Expenses with exchange rate
differences
Other expenses with foreign
currency operations

(308,017)

(423,894)

(1,112)

(1,545)

Total expenses from foreign
currency operations

(309,129)

(425,439)

Realised losses from foreign
currency operations

(297,443)

(374,909)

Income from foreign currency
operations
Income from exchange rate
differences
Dividends on shares in Bank for
International Settlements
Other income from foreign
currency operations
Total income from foreign
currency operations
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The income and expenses from exchange rate differences recorded in 2006 are
generated by outflows from the foreign currency position and computed based on
the average cost method (Note 2i).

31. Realised losses from securities operations
RON thousand

31 December 2006

31 December 2005

12,001

84,010

12,001

84,010

Expenses from securities
operations

(136,014)

(98,586)

Realised losses from securities
operations

(124,013)

(14,576)

Income from securities
operations
Gains from securities operations
Total income from securities
operations

The gains/losses from sales of foreign currency securities are calculated based on
the average cost method (Note 2j).

32. Realised gains/losses from precious metals operations
RON thousand

Income from precious metals operations
Expenses from precious metals operations

2006
30
(321)

2005
126
(572)

Losses from precious metals operations

(291)

(446)

The expenses from precious metals operations were generated by the unfavourable
differences between the market price and the average cost at the maturity of
deposits placed, the storage fees for the gold stock held abroad (about 61 tonnes)
and by the expertise fees for the precious metals held in the Central Vault.

33. Unrealised losses from revaluation differences
RON thousand

Expenses from unfavourable revaluation
differences
Revaluation of net assets denominated
in EUR and USD
Revaluation of net assets denominated
in other foreign currencies
Market value revaluation of foreign currency
securities
Unrealised losses from revaluation differences
National Bank of Romania

2006

2005

3,463,811

1,262,785

176,893

61,482

200,229

215,223

3,840,933

1,539,490
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As at 31 December 2006, net losses representing the unfavourable revaluation
differences and computed on the basis of the average cost method were charged to
the income statement.
Offsetting unrealised losses for securities, foreign currency or gold balances
against unrealised gains in other securities, foreign currency or gold is not
permitted. The favourable revaluation differences as at 31 December 2006 are
recognised in the special revaluation account (Note 2q).
The net revaluation losses charged to the income statement at the end of the
financial year will not be cancelled by any subsequent revaluation gains.

34. Currency issue expenses
This item comprises the expenses with printing and minting of banknotes and
coins.

35. Income/(expenses) from credit risk provisions
In 2006, the expenses with credit risk provisions wrote off the Bank’s receivables
from “Dacia Felix”, subsequently assumed by KOLAL B.V. Amsterdam,
according to Government Emergency Ordinance No.68/2001 regarding the
regulation of receivables of the National Bank of Romania and the Savings Bank
against “Dacia Felix”-S.A.
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36. Currency risk
The amounts of the Bank’s assets held in RON and in foreign currencies at
31 December 2006 can be analysed as follows:
RON thousand
RON
Cash and other
cash equivalents
Non-monetary
gold
Other precious
metals and stones
Current account in
SDR with IMF
Monetary gold
Demand deposits
placed
Time deposits
placed
Foreign currency
placements
Foreign currency
securities
Lent securities
Quotas in
international
financial
institutions
National currency
securities
Loans to domestic
credit institutions
Loans in litigation
Specific credit risk
provision –
principal
Loans to
employees
Property and
equipment
Inventory
Equity investments
State budget
receivables
Other settlement
accounts
Other assets
Provisions for
other assets
Accrued interest
receivables
Credit risk
provisions interest
Total assets

National Bank of Romania

EUR

USD

SDR

Gold

Other

Total

59

44

-

-

-

9,544

-

-

-

-

61,278

-

61,278

-

-

-

-

-

17,453

17,453

-

-

-

949
-

5,434,487

-

949
5,434,487

-

4,154,745

2,698

-

-

16,349

4,173,792

- 16,322,113 17,918,209

-

-

125,975

34,366,297

-

701,803

-

-

-

714,992

- 28,457,925
544,001
- 12,119,021

-

- 2,724,721
-

31,726,647
12,119,021

9,441

13,189

-

-

- 3,979,358

-

68,345

4,047,703

30

-

-

-

-

-

30

11,800
13,209

-

-

-

-

-

11,800
13,209

(25,009)

-

-

-

-

-

(25,009)

600

-

-

-

-

-

600

231,167
2,965
2,302

-

-

-

-

-

231,167
2,965
2,302

15,662

-

-

-

-

-

15,662

84,289
25,285

-

-

-

-

-

84,289
25,285

(71,988)

-

(23,848)

-

-

-

(95,836)

8,721

684,332

200,338

9

-

21,383

914,783

(6,068)

-

-

-

-

-

(6,068)

302,406 49,632,363 31,462,266 3,980,316

5,495,765

2,974,226

-

93,847,342
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36. Currency risk (continued)
The amounts of the Bank’s liabilities and equity held in RON and in foreign
currencies at 31 December 2006 can be analysed as follows:
RON thousand
Currency in
circulation
Certificates of
deposit issued
by the Bank
Due to
international
financial
institutions
Borrowings
from banks
SDR allocations
from IMF
Current
accounts of
credit
institutions
Amounts
withheld at
court disposition
Deposits of
credit
institutions
Foreign
currency
minimum
reserves
Accounts of
bankrupt credit
institutions
Current
accounts of the
State Treasury
Borrowings and
other similar
liabilities
Sundry creditors
Salaries and
other personnelrelated accounts
Due to State
budget
Settlement
accounts
Other liabilities
Accrued interest
payables

RON

EUR

USD

SDR

Gold

Other

Total

17,365,933

-

-

-

-

-

17,365,933

1,741,600

-

-

-

-

-

1,741,600

62,164

-

385

4,245,476

-

-

4,308,025

-

-

11,791,403

-

-

-

11,791,403

-

-

-

293,372

-

-

293,372

17,223,634

-

-

-

-

-

17,223,634

4,334

-

-

-

-

-

4,334

9,356,660

-

-

-

-

-

9,356,660

- 24,058,816

2,621,664

-

-

26,680,480

821

-

-

-

-

-

821

229,581

9,250,399

82,014

-

-

-

9,561,994

1,819
9,440

-

-

-

-

-

1,819
9,440

1,970

-

-

-

-

-

1,970

4,059

-

-

-

-

-

4,059

920
6,333

-

-

-

-

-

920
6,333

47,872

6,723

43,807

4,406

-

-

102,808

Total liabilities

46,057,140 33,315,938

14,539,273

4,543,254

-

-

98,455,605

Net assets/(net
liabilities)*)

(45,754,734) 16,316,425

16,922,993

(562,938)

5,495,765

2,974,226 (4,608,263)

*) represent the Bank’s equity
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36. Currency risk (continued)
The amounts of the Bank’s assets held in RON and in foreign currencies at
31 December 2005 can be analysed as follows:
RON thousand
Cash and other
cash equivalents
Non-monetary
gold
Other precious
metals and stones
Current account
in SDR with IMF
Monetary gold
Demand deposits
placed
Time deposits
placed
Foreign currency
placements
Foreign currency
securities
Quotas in
international
financial
institutions
Loans to
domestic credit
institutions
Loans in
litigation
Specific credit
risk provision –
principal
Loans to
employees
Property and
equipment
Inventory
Equity
investments
State budget
receivables
Other settlement
accounts
Other assets
Provisions for
other assets
Accrued interest
receivables
Credit risk
provision –
interest
Total assets

National Bank of Romania

RON

EUR

USD

SDR

Gold

Other

Total

7,282

52

13

-

-

-

7,347

-

-

-

-

65,763

-

65,763

-

-

-

-

-

14,891

14,891

-

-

-

1,678
-

5,305,039

-

1,678
5,305,039

-

4,064,267

2,301

-

-

83,483

4,150,051

-

12,628,816

6,745,480

-

-

2,885,974

22,260,270

-

-

817,219

-

-

-

817,219

-

23,992,207

9,997,099

-

-

-

33,989,306

-

-

-

4,576,023

-

78,822

4,654,845

16,800

-

-

-

-

-

16,800

13,209

-

-

-

-

-

13,209

(30,009)

-

-

-

-

-

(30,009)

741

-

-

-

-

-

741

228,848
5,514

-

-

-

-

-

228,848
5,514

2,240

-

-

-

-

-

2,240

26,602

-

-

-

-

-

26,602

220,991
19,371

-

-

-

-

-

220,991
19,371

(105,196)

-

(9,582)

-

-

-

(114,778)

9,159

485,562

101,031

-

-

18,141

613,893

(6,068)

-

-

-

-

-

(6,068)

41,170,904 17,653,561

4,577,701

5,370,802

3,081,311

72,263,763

409,484
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36. Currency risk (continued)
The amounts of the Bank’s liabilities and equity held in RON and in foreign
currencies at 31 December 2005 can be analysed as follows:
RON thousand
RON

EUR

USD

SDR

Gold

Other

Total

12,739,492

-

-

-

-

-

12,739,492

16,492,600

-

-

-

-

-

16,492,600

325,323

-

467

5,137,882

-

-

5,463,672

-

221,134

-

-

-

-

221,134

-

2,533

-

-

-

-

2,533

-

-

-

337,361

-

-

337,361

9,479,744

-

-

-

-

-

9,479,744

1,980

-

-

-

-

-

1,980

6,731,800

-

-

-

-

-

6,731,800

-

13,559,799

2,949,172

-

-

-

16,508,971

2,627

-

-

-

-

-

2,627

1,570,029

2,076,762

74,700

-

-

-

3,721,491

2,291
7,454

-

-

-

-

-

2,291
7,454

1,668
4,282
2,440
5,632

-

-

-

-

-

1,668
4,282
2,440
5,632

18,063

3,165

676

7,558

-

-

29,462

Total liabilities

47,385,425

15,863,393

3,025,015

5,482,801

-

-

71,756,634

Net assets/(net
liabilities)*)

(46,975,941)

25,307,511

14,628,546

(905,100)

5,370,802

3,081,311

507,129

Currency in
circulation
Certificates of
deposit issued by the
Bank
Due to international
financial institutions
Demand deposits
taken
Borrowings from
banks
SDR allocations
from IMF
Current accounts of
credit institutions
Amounts withheld at
court disposition
Deposits of credit
institutions
Foreign currency
minimum reserves
Accounts of
bankrupt credit
institutions
Current accounts
with the State
Treasury
Borrowings, other
similar liabilities and
other deposits taken
Sundry creditors
Salaries and other
personnel-related
accounts
Due to State budget
Settlement accounts
Other liabilities
Accrued interest
payables

*) represent the Bank’s equity
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37. Commitments and contingencies
As at 31 December 2006, the Bank had in custody promissory notes issued by the
Ministry of Public Finance in favour of EBRD and MIGA amounting to EUR
972,000 and USD 600,510 respectively.

38. Coverage of losses
In compliance with the statutory regulation, the loss for the year 2006 amounting to
RON 4,331,631 thousand is carried forward and will be covered from future
profits.

39. Events subsequent to the balance sheet date
According to Law No.312/2004, the financial statements of the Bank are prepared
in accordance with the International Accounting Standards applicable to central
banks and recognised by the European Central Bank. The aforementioned
accounting standards are laid down in ECB Guideline No.10/2002. Starting with
1 January 2007, the revised version of ECB Guideline No.10/2002 enters into force
(ECB Guideline No.16/2006) and its impact on financial statements will be
subsequently assessed.
On 25 April 2005, Romania signed at Luxembourg the Accession Treaty to the
European Union. The accession date is 1 January 2007; on this date, the Bank
becomes a member of the European System of Central Banks, having both rights
and obligations in this respect. Moreover, on the date of the changeover from the
Romanian currency to euro, the Bank will become a member of the Eurosystem,
having both rights and obligations in this respect. The impact of these events on the
financial statements will be subsequently assessed.
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ORGANISATION CHART OF THE NATIONAL BANK
Audit Committee

BOARD

OF

GOVERNOR
Monetary Policy Committee
DEPUTY GOVERNOR
Cristian Popa
MONETARY POLICY DEPARTMENT
Director Teodor Buftea
Deputy Director Dorina Florenţa Antohi
— Monetary Analysis Division
Ioana Maria Udrea

— Monetary Forecasting Division
Elena Alinta Neamţu

RESEARCH AND PUBLICATIONS DEPARTMENT
Director Surica Rosentuler

Supervisory Committee
FIRST DEPUTY GOVERNOR
Florin Georgescu
REGULATION AND LICENSING DEPARTMENT
Director Veronica Răducănescu
Deputy Director Emilian Ionică Antonescu
— Licensing Division
Ana Cengher

— Foreign Exchange and Accounting Regulation Division
Vasile Holobiuc

— Financial Activities and Non-bank Financial Institutions Regulation
Division
Angela Dimonu

— Banking Supervision Division
— Research Division
Wilhelm Salater

— Publications Division

Oana Bălănescu

— Payment Systems Monitoring, Licensing and Regulation Division
Ruxandra Avram

Aurora Petrean

— Documentation and Library Division

EUROPEAN INTEGRATION AND INTERNATIONAL RELATIONS DEPT.
Director Adriana Daniela Marinescu

SUPERVISION DEPARTMENT
Director Nicolae Cinteză
Deputy Director Ioan Adrian Cosmescu
— Inspection Division I
Bogdan Viorel Marin

— European Integration Division
Gabriela Mihailovici

— External Relations Division
Carmen Velicu

— Inspection Division II
Lucreţia Niculina Păunescu

— Inspection Division III
Elena Georgescu

— Non-bank Financial Institutions Inspection Division
MACROECONOMIC MODELLING AND FORECASTING DEPT.
Director Cezar Boţel
— Financial and Monetary Modelling Division

Costel Stanciu

— Banking System Assessment, Methodology and Supervision
Procedures Division
Sanda Nicolau

Horia Braun Erdei

— Macroeconomic Forecasting Division
Anca Adriana Gălăţescu

ISSUE, TREASURY AND CASH MANAGEMENT DEPARTMENT
Director Ionel Niţu
Deputy Director Petru Horia Ozarchevici
— Issue Division
Dumitru Silviu Neacşu

— Cash Management Division
Gheorghiţa Opincaru

— Central Vault Division
Adriana Elena Răducan

ACCOUNTING DEPARTMENT
Director Iulia Stanciu
— Operational Accounting Division
Gabriela Mateescu

— Internal Management Accounting Division
Emilia Mihăilă

— Internal Accounting Norms and Preventive Financial Control Division
Dan Chiţă

Training and events centers

Note: Colour patterns show the departments' co-ordination
BRANCHES
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DIRECTORS
Mugur Isărescu
Foreign Reserve Management Committee
Chancellery
DEPUTY GOVERNOR
Eugen Dijmărescu
FINANCIAL STABILITY DEPARTMENT
Director Ion Drăgulin
Deputy Director Cristian Costinel Bichi

SECRETARIAT
Director Iuliu Iacobescu
Deputy Director Romulus Palade
— Board Secretariat Division
Emil Tiberiu Vonvea

— Documents Registration Division
— Financial Institutions Division
Rodica Popa

Cornelia Mariana Chirindel

— Protocol Division

— Financial Markets and Infrastructure Division
Antoneta Alexe Padina

— Macroprudential Risk Division
Florian Alexandru Neagu

Dumitru Răţoiu

— Archives and Museum Division
Mihaela Tone

— Public Information Division

— Banking Risk Division
Adriana Neagoe

— Press Relations Division
Mugur Gabriel Şteţ

MARKET OPERATIONS DEPARTMENT
Director Lia Rodica Tase
Deputy Director Şerban Matei
— Monetary Policy Operations Division
Nicolae Eduard Simion

— State Treasury Operations Division
Mihail Orbonaş

PAYMENTS DEPARTMENT
Director Sabin Carantină
Deputy Director Constantin Răzvan Cătălin Vartolomei
— Back Office Division
Simona Şerbănescu

— ReGIS Management Division
Monica Constantiniu

— Foreign Reserve Management Division
Cristian George Muntean

— Financial Instruments Depository and Settlement Division
Cătălin Dragoş Cheşu

— Financial Messages Processing Division
STATISTICS DEPARTMENT
Director Marian Laurenţiu Mustăreaţă
Deputy Director Constantin Chirca
— Monetary and Financial Statistics Division
Camelia Neagu

— Balance of Payments Division
Virgil Barbu Ştefănescu

— Direct Statistical Reports Division

Stere Paris

HUMAN RESOURCES DEPARTMENT
Director Cristian Păunescu
Deputy Director Anna Prodescu
— Human Resources Management Division
Gabriela Florica Arieşan

— Professional Training Division
Gabriela Magdalena Ursoiu

Emil Vasile

— Statistical Data Processing Division
Anica Lepădatu

— SIRBNR Data Management
Liana Eugenia Marina

INTERNAL AUDIT DEPARTMENT
Director Ion Păduraru
Deputy Director Bogdan Mădălin Mihai
— General Audit Division
Ioan Muntean

IT DEPARTMENT
Director Ovidiu Dragomir
Deputy Director T beriu Pârvulescu

— Methodology Division
Elena Vasile

— IT Audit Division
Dan Marinescu

— IT Systems Division
Simona Chiochiu

— Network Administration Division
Dragoş Alexandru Manea

LEGAL DEPARTMENT
Director Ianfred Si berstein
Deputy Director Alis Arminda Avramescu
— Legal Documentation and Advisory Opinion Division
Rodica Sîrbu

— Contract Assistance, Mediation of Disputes and Disputed Claims Div
Constantina Samson

NBR Security Section
Head of sectionTraian Pometcu
— Prevention and Crises Management Division
Mihai Raicea

LOGISTICS DEPARTMENT
Director Mihai Dăscălescu
Deputy Director
— Endowment and Streamlining Division
Mihai Dincă

— Acquisition and Procurement Division

— Access Control, Guard and Intervention Division
Ioan Ipcar

— Transport Division
Dumitru Iordan

Training programme for young professionals

— Logistics Division
Cătălin Alexandru Barbu

— Running Repair and Maintenance Division
Bogdan Ion Cazacu
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BANKS IN ROMANIA, as of 31 December 2006
No.

BANK

HEAD OFFICE

LEGAL
STATUS

CAPITAL TYPE

LICENSING
DATE

BANCA NAŢIONALĂ
A ROMÂNIEI

Bucureşti, Str. Lipscani
nr. 25, sector 3

central bank
of Romania

state-owned
capital

1880

I

BANKS - ROMANIAN LEGAL ENTITIES

1

Banca Comercială Română

Bucureşti,
Bd. Regina Elisabeta
nr. 5, sector 3

joint stock
company

majority foreign
capital

1990

2

BRD - Groupe Société
Générale

Bucureşti, Bd. Ion Mihalache
nr. 1-7, sector 1

joint stock
company

majority foreign
capital

1990

3

Raiffeisen Bank

Bucureşti, Piaţa Charles de Gaulle
nr. 15, et. 4,5,6,7 şi 8, sector 1

joint stock
company

majority foreign
capital

1990

Banca pentru Mica Industrie
şi Libera Iniţiativă 4
MINDBANK S.A.
(ATE Bank România de la
23.04.2007)

Bucureşti, Calea Griviţei
nr. 24, sector 1

joint stock
company

majority foreign
capital

1990

Banca Comercială
HVB Ţiriac
5
(UniCredit Ţiriac Bank S.A.
de la 01.06.2007)

Bucureşti, Piaţa Charles de Gaulle
nr.15, et. 1, 2 şi 3, sector 1

joint stock
company

majority foreign
capital

1991

Bucureşti, Calea Vitan nr. 6, 6A, tronson B
şi C, et. 3-7, sector 3, Bd. Libertăţii nr. 18,
bl. 104, nr. 20, bl. 103, sector 5

joint stock
company

majority foreign
capital

1991

Bucureşti, Bd. Aviatorilor
nr. 45, sector 1
Bucureşti, Spl. Independenţei
nr. 15, sector 5

joint stock
company
joint stock
company

majority foreign
capital
state-owned
capital

Bucureşti, Splaiul Unirii
nr. 12, bl. B6, sector 4

joint stock
company

majority foreign
capital

1993

Bucureşti, Bd. Unirii
nr. 35, bl. A3, sector 3

joint stock
company

majority foreign
capital

1993

6

Bancpost

7

Bank Leumi România

8

Banca de Export-Import a
României (EXIMBANK)

9

FINANSBANK
(Credit Europe Bank
România de la data de
22.02.2007)

Banca Românească
10 (membră a Grupului National
Bank of Greece)

1991
1992

11

Alpha Bank România

Bucureşti, Calea Dorobanţilor
nr. 237 B, sector 1

joint stock
company

majority foreign
capital

1994

12

ROMEXTERRA Bank
(MKB ROMEXTERRA
Bank de la 07.05.2007)

Târgu Mureş,
Bd. 1 Decembrie 1918 nr. 93

joint stock
company

majority foreign
capital

1994

13

Banca Transilvania

Cluj-Napoca,
Str. George Bariţiu nr. 8

joint stock
company

majority domestic
private capital

1994

14

ABN AMRO Bank
(România)

Bucureşti, Piaţa Montreal nr.10,
World Trade Center,
unit. 2.23, sector 1

joint stock
company

majority foreign
capital

1995

15

OTP Bank România

Bucureşti, Str. Buzeşti
nr. 66-68, sector 1

joint stock
company

majority foreign
capital

1995

16

Piraeus Bank România

Bucureşti, Bd. Carol I
nr. 34-36, et. VI, sector 2

joint stock
company

majority foreign
capital

1995

17

Citibank România

Bucureşti,
Bd. Iancu de Hunedoara
nr. 8, sector 1

joint stock
company

majority foreign
capital

1996
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No.

BANK

HEAD OFFICE

LEGAL
STATUS

CAPITAL TYPE

LICENSING
DATE

18

Banca Comercială
SANPAOLO IMI BANK
(România)

Arad, Str. Revoluţiei
nr. 88

joint stock
company

majority foreign
capital

1996

19

Emporiki Bank (România)

Bucureşti, Str. Berzei
nr. 19, sector 1

joint stock
company

majority foreign
capital

1996

20

LIBRA BANK

Bucureşti, Str. Dr. Grigore Mora
nr. 11, sector 1

joint stock
company

majority domestic
private capital

1996

21

Banca C.R. Firenze
(România)

Bucureşti,
Bd. Unirii nr. 55, bl. E4a, tronson I,
sector 3

joint stock
company

majority foreign
capital

1997

Bucureşti, Str. Gheţarilor nr. 23-25,
sector 1

joint stock
company

majority foreign
capital

1997

UniCredit România
22 (UniCredit Ţiriac Bank S.A.
de la 01.06.2007)
23

Egnatia Bank
(România)

Bucureşti,
Str. Emanoil Porumbaru
nr. 90-92, etaj 3-6, sector 1

joint stock
company

majority foreign
capital

1998

24

Romanian
International Bank

Bucureşti, Bd. Unirii
nr. 67, bl. G2A, tronson I şi II, sector 3

joint stock
company

majority foreign
capital

1998

25

Casa de Economii şi
Consemnaţiuni (CEC)

Bucureşti, Calea Victoriei
nr. 13, sector 3

joint stock
company

majority foreign
capital

1999

Sibiu, Str. Autogării
nr. 1

joint stock
company

majority domestic
private capital

1999

26 Banca Comercială Carpatica
27

Volksbank (România)

Bucureşti, Şos. Mihai Bravu
nr. 171, sector 2

joint stock
company

majority foreign
capital

2000

28

ProCredit Bank

Bucureşti, Str. Buzeşti
nr. 62-64, et.1 şi 2, sector 1

joint stock
company

majority foreign
capital

2002

29

Raiffeisen Banca pentru
Locuinţe

Bucureşti, Str. Nicolae Caramfil
nr. 79, sector 1

joint stock
company

majority foreign
capital

2004

30

PORSCHE BANK
(România)

Voluntari, Şos. Pipera-Tunari
nr. 2, clădirea Porsche, parter,
et.1 şi 2, judeţul Ilfov

joint stock
company

majority foreign
capital

2004

Bucureşti, Str. Dr. Grigore Mora
nr. 37, sector 1

joint stock
company

majority foreign
capital

2005

31 HVB Banca pentru Locuinţe
II

BANKS - FOREIGN LEGAL ENTITIES

1

2
3

4

5

6
7

Bucureşti, Piaţa Charles de Gaulle
nr. 3-5, sector 1

branch

1979

Blom Bank Egypt SAE

Bucureşti, Bd. Unirii
nr. 66, bl. K3, sector 3

branch

1987

ING Bank NV

Bucureşti, Şos. Kiseleff
nr. 11-13, sector 1

branch

1994

Bucureşti, Bd. Dimitrie Cantemir
nr. 1, bl. B2, sc. 2, parter şi mezanin,
sector 4

branch

1996

GarantiBank International
N.V.

Bucureşti, Str. Banu Antonache
nr. 40-44, Floreasca II Business Center,
et. 1, sector 1

branch

1998

Banca di Roma SpA

Bucureşti, Intrarea Murmurului
nr. 2-4, sector 1

branch

2000

Bank of Cyprus Public
Company Limited Nicosia

Bucuresti, Bd. Pache Protopopescu nr.7,
cam.2, sector 2

branch

2006

Anglo-Romanian Bank Ltd.

Banca Italo-Romena SpA
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National Bank of Romania publications
as of 31 December 2006
1. Annual Report
2. Annual report on Balance of Payments and International
Investment Position of Romania
3. Financial Stability Report
4. Inflation Report
5. Monthly Bulletin
6. Business Survey
7. Financial Accounts
8. Working Papers
9. Occasional Papers
10. Restitutio
11. “Cristian Popişteanu” Banking History and Civilisation Symposium
12. “Romania’s Banknotes” series
13. National Bank of Romania
14. Banking Laws 1991-2006
15. The Statute of the National Bank of Romania and the Banking Act

Main papers submitted to Parliament
by the NBR in 2006
1. Annual Report for 2005
2. Annual Report on Balance of Payments and International Investment
Position of Romania for 2005
3. Financial Stability Report for 2006
4. Inflation Report
5. Monthly Bulletin
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