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Overview of the main economic
and financial developments
in 2014

1. Macroeconomic developments
The Romanian economy continued to strengthen in 2014, despite external
turbulences. Against the backdrop of a balanced economic policy mix, the nominal
convergence criteria set force in the Maastricht Treaty were fully complied with,
for the first time since Romania gained EU membership. Moreover, the economy
continued to make progress towards real convergence, with GDP growth significantly
outpacing the average rate of increase in the European Union.
It may be assessed that, starting mid-2014, the painful macroeconomic adjustment
effort Romania undertook after the outbreak of the global financial crisis put the
economy back onto a sustainable path by restoring the external and domestic
economic equilibria. In order to keep the economy on an upward trend without
jeopardising these equilibria, it is of the essence for economic policies to stick to
prudent coordinates. Furthermore, greater attention should be paid to structural
reforms capable of enhancing the long-term growth potential of the economy and
supporting its viability – also ahead of euro adoption – by making it more flexible and
resilient to shocks.
International economic environment. World economy expanded in 2014 at a modest
pace of 3.4 percent, similarly to that seen a year earlier. The impact of the step-up in the
advanced economies (+0.4 percentage points, to 1.8 percent) was offset by slower
real GDP growth in the emerging
percent
economies (4.6 percent, down by
9
another 0.4 percentage points; Chart 1).
6
3

Clear rebound signs were manifest
in the US and UK economies, which
increasingly benefitted from less
-3
hefty deleveraging, improved labour
-6
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
market conditions, restoration of
confidence and the implementation of
global economy
advanced economies
accommodative policies. By contrast,
euro area
Japan again slipped into recession,
emerging and developing economies
while the recovering trend in the
Source: IMF
euro area lost significant momentum
after 2014 Q1, under the joint impact of external factors (slow-paced global trade,
geopolitical tensions unleashed by the Russo-Ukrainian conflict) and domestic factors
(continued balance sheet adjustment, lukewarm progress of much-needed structural
reforms in some EU Member States). In the year as a whole, the euro area GDP posted
however a positive growth rate of 0.9 percent (after two years of negative values),
with the accommodative monetary policy stance, improving funding conditions and
more robust fiscal positions of certain euro area economies contributing thereto.
0

Chart 1
Global economic growth

NATIONAL BANK OF ROMANIA

7

Annual Report ▪ 2014

As for the emerging economies, the slowdown in the growth rate to the lowest
reading since the global crisis broke out was essentially due to the weakening
economic growth in China (particularly following the correction on the residential
property market and the risks related to non-bank financial intermediaries) and the
negative fall-out from weak commodity prices on GDP dynamics in the producer
countries. Growth prospects in a number of emerging economies (primarily in Latin
America) were also overshadowed by structural drawbacks and the persistence of
funding-related constraints.
Along with the uneven growth pattern
in the world’s major economies, the
100
pronounced decline in commodity
90
prices was a key feature of the global
80
economic performance in 2014
70
(Chart 2). Specifically, the increase in
60
some prominent producers’ supply (the
50
United States, Libya, Iraq) combined
with weak demand pushed the oil
price down by 44 percent1 in 2014 H2.
base metals
natural gas
A similar, albeit much less sharp, trend
Brent oil
agri-food
saw agri-food commodity prices
Source: Bloomberg, IMF
(-12 percent in December 2014
compared with mid-year), amid record-high harvests in the USA and Europe in
particular. At aggregate level, heading downwards were also metal prices
(-17 percent), as the rises in prices of some metals (aluminium, nickel, zinc) were more
than offset by the sharp drop in ferrous ore prices. In this context, the steady rise in
inflation worldwide in 2014 H1 was followed, starting July, by a gradual slowdown
of price dynamics in the majority of developed and emerging economies. Subdued
inflation fostered low interest rates in the advanced economies, with monetary policy
rates remaining close to the effective
% p.a.
lower bound (Chart 3). In the euro area,
6
the key interest rate was lowered in
5
two stages to 0.05 percent.
4
Furthermore, the ECB launched two
3
purchase programmes for selected
2
private sector assets in 2014 and in
1
early 2015 initiated an expanded
0
quantitative easing programme,
which also comprises purchases on
the secondary market of investment
ECB
Fed
grade securities issued by euro area
Bank of Japan
Bank of England
countries and European agencies and
Source: central bank websites
institutions. The expanded programme
envisages monthly purchases of eligible assets in amount of EUR 60 billion and is
scheduled to last until at least September 2016.
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Monetary policy rates
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The third leading feature of economic developments in 2014 was the significant
change in the exchange rate between world’s top currencies, resulting from the
difference in the cyclical positions of the economies they belong to and in the
monetary policy stances. Thus, amid the persistent worsening of the outlook
for economic growth and inflation in the euro area and the ECB’s additional
accommodative policy measures, the
1.6
150
euro embarked as from mid-March
upon a depreciation path, its nominal
1.5
140
effective exchange rate (relative to the
1.4
130
first 38 trading partners) dropping in
1.3
120
the run-up to year-end by 4.6 percent
1.2
110
(-3.2 percent on the year; Chart 4).
The strongest bilateral depreciation
1.1
100
was against the US dollar
(-11.8 percent2), the exchange
NEER*
rate being also influenced by the
EUR/USD exchange rate (rhs)
Fed’s phasing out its financial asset
* NEER for EA-19 against 38 trading partners
purchases under the quantitative
Source: ECB, Eurostat
easing programme, since the
US economy was growing at a swifter pace than the majority of the advanced
economies and labour market conditions were improving.

Chart 4
EUR/USD exchange rate

Also in 2014, geopolitical risks escalated, particularly amid the Russo-Ukrainian
conflict and the unrest in major oil-producing countries, but the effects on the main
trade partners (euro area) were rather contained. Adding to the said external turmoil
was, in the run-up to year-end, the political crisis in Greece, which further left an
imprint on the investment climate across the region in 2015 H1 as well.
Romania’s economy proved successful in dealing with the challenges posed by the
tension sources in the region. The crisis in Ukraine did not affect the local economy
via the financial channel, or the trade channel, the only notable effect being the rise
in food imports from the European countries hit by Russia’s ban. Furthermore, the
re-emergence of Greek sovereign debt-related fears did not affect the Romanian
banking system either, as reflected by the local banks with majority Greek-owned
capital, which fully complied with the NBR’s prudential requirements. The heightened
uncertainty at regional level weighed however on investor sentiment, but even
under these conditions the spreads on Romania’s bonds kept narrowing against the
German Bunds all through 2014 and in early 2015.
Inflation rate. Annual inflation rate ran at low levels in 2014, staying mostly below
the lower bound of the variation band of the target (2.5 percent ±1 percentage point;
Chart 5). The modest dynamics of consumer prices were further fostered by the
persistent negative output gap and the decline in inflation expectations, to which
added in 2014 H2 the fall in commodity prices (primarily in energy and agri-food
prices) and the slowdown in imported inflation.

2
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Inflation was relatively stable January
through August, hovering around
6
1 percent. It peaked at 1.21 percent in
5
April, due to the hike in the fuel excise
4
duty, and bottomed out at 0.66 percent
3
Inflation target
in June, largely as a result of the leu
2
strengthening versus the euro.
1
In September however, after the
0
-1
statistical effect of applying a reduced
Dec.11
Dec.12
Dec.13
Dec.14
VAT rate to some bakery products as
Note: Variation band of the target is
of 1 September 2013 faded out,
±1 percentage point.
the annual inflation rate climbed
Source: NIS, NBR
to 1.54 percent and re-entered the
variation band of the target. The abrupt fall in the oil price and the decrease in food
prices – following excess supply after two successive years of above-average crops
and the closing of an important export market for European countries (Russia) – put
the inflation rate back onto a downward path, with the end-year level of 0.83 percent
being again below the variation band.
annual change (%)

7

Chart 5
Inflation rate

CPI
adjusted CORE2

After staying in negative territory for most of 2014 as a result of the base effect
triggered by the cut in the VAT rate for some milling and bakery products, the annual
core inflation reverted in September to positive figures and remained close to
1 percent until the end of the year.

Chart 6
Real GDP

10

Economic growth. The Romanian economy grew by 2.8 percent in 2014, making up
for almost the entire ground lost after the outbreak of the global financial crisis
(Chart 6). This performance was
percent
lei billion
10
555
attributed chiefly to the revival in
8
540
domestic demand (Chart 7), private
6
525
consumption in particular, amid
4
510
stronger household purchasing power
2
495
0
480
(stemming from a nominal rise in
-2
income from wages and pensions as
-4
well as further disinflation) and the
-6
-8
easing of lending conditions in the
2008 2009 2010 2011 2012 2013 2014
local currency, in correlation with the
GDP (average prices, 2008, rhs)
successive policy rate cuts. Against
annual change (gross series)
the backdrop of the above-mentioned
Source: NIS, Eurostat, NBR calculations
developments, consumer confidence
improved substantially, nearing pre-crisis levels. In the year as a whole, capital
accumulation could not provide an underpinning to real GDP growth, especially in
H1, when both investment in technology and new construction works continued to
decline. Subsequently though, recovery signs have become discernible in both
sub-sectors under the joint impact of several factors: entry into force of legislation
on tax-free reinvested earnings, lower lending cost, higher income, and improved
confidence in the economy. Nonetheless, the cut in public funding earmarked for
infrastructure projects was a drag on the dynamics of investment in the economy
throughout the year. It should be pointed out that the marked pick-up in real GDP
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growth over the past two years was not spearheaded by a clearly-cut upward trend
in the loan stock, the self-sustained nature of growth being likely to add to its
robustness.
The positive impact of reviving
domestic absorption in 2014 was
overshadowed by the contribution of
3
3
net external demand becoming nil, due
mainly to a faster rise in the volume of
0
0
goods imports (to 8.3 percent). While
the evolution was partly associated
-3
-3
2010
2011
2012
2013
2014
with the restoration of domestic
net exports
demand, a significant role played
change in inventories
incidental factors such as domestic
gross fixed capital formation
total final consumption
companies’ interest in turning to good
real GDP (rhs)
account the favourable price conditions
Source: NIS, NBR calculations
in some commodity markets (energy,
iron), their concern for increasing stocks of these products given the escalation of the
Russo-Ukrainian conflict, the excess supply on the European market following the
Russian ban on food imports.
6

Chart 7
Demand

percentage points

annual change (%)

6

The widening disparity in terms of flows of goods countered almost entirely the
performance of net services exports in real terms – the best-performing group in
2014 was that of creative services3, boasting a great potential thanks to attractive
conditions linked to human capital in Romania (highly skilled workforce, relatively low
wage costs). Such activities made up about one-half of the services sector’s
1.3 percentage point contribution to the advance in real GDP, nearing that of the
industry. Activity in the industrial sector rose at a pace similar to that seen in the
previous year (up 3.6 percent), with stronger domestic and external demand entailing
swift growth rates of output of chiefly electrical and IT products (a stellar increase of
approximately 54 percent), as well as of electrical equipment and petroleum products.
Fiscal position. The consolidated general government deficit narrowed from
2.2 percent of GDP in 2013 to 1.5 percent of GDP at the end of 2014 (according to
ESA 2010; Chart 8), which is well
% of GDP
0
below the 2.2 percent of GDP
-1
target envisaged in the 2014-2017
-2
Convergence Programme. A similar
-3
overperformance in terms of fiscal
-4
consolidation targets witnessed the
-5
cash-based deficit, whose share in
-6
GDP, originally projected to drop from
-7
2010
2011
2012
2013
2014
2.5 percent to 2.2 percent, fell to
1.9 percent. The spread between
consolidated general government balance
structural balance*
the ESA 2010 and the cash-based
deficit figures remained in negative
* cyclically adjusted balance net of temporary measures
Source: European Commission
territory, as a substantial part of budget

Chart 8
The consolidated general
government deficit
3

NATIONAL BANK OF ROMANIA

Such as professional and management consulting services, IT and communication services, research and development
services.

11

Annual Report ▪ 2014

spending in cash terms was earmarked for making compensatory payments, the
amounts of which had already been included in the ESA 2010-compliant budget
executions of previous years.
The deficit reduction was driven by both structural factors and the improved business
cycle position, considering that the economy grew faster than the assessed potential
GDP dynamics. However, fiscal consolidation had more of a structural nature, with
adjustments being made largely to expenditures, since, despite the increase in EU
funds addressing Romania’s budget (from 1.4 percent of GDP in 2013 to 1.7 percent
of GDP in 2014), the expenditure-to-GDP ratio dipped from 35.2 percent to 34.9 percent.
The latest European Commission estimates indicate that the structural deficit
(measured as a share in potential GDP at current prices) retreated from 1.5 percent in
2013 to 1 percent in 2014, a level consistent with the fulfilment, one year earlier than
scheduled, of Romania’s medium term objective set forth in the preventive arm of the
Stability and Growth Pact and the obligations assumed under the Treaty on Stability,
Coordination and Governance in the Economic and Monetary Union.
The rise in public debt (lei 23.2 billion) exceeded by far the cash-based deficit
financing requirements (lei 12.5 billion), amid the additional consolidation of liquidity
buffers. Thus, the debt-to-GDP ratio (consistent with EU methodology) reached
39.8 percent in 2014, from 38 percent at end-2013. After adjusting its gross value
with the liquid financial assets4, the indicator falls to 31.4 percent, 1.2 percentage
points above the 2013 level. The public debt-to-GDP ratio is expected to embark on
a downward trend in the medium term, provided the future economic policy stance
ensures that fiscal consolidation gains seen so far are preserved and economic growth
remains relatively robust.

4

12

2014

2013

2012

2011

2010

2008

Chart 9
Current account

2009

External accounts. In 2014, the external position of the Romanian economy continued
to post a sustainable performance, as the correction seen in the current account deficit
in the previous period (to 0.8 percent of GDP, after hovering around 4.5 percent for
four years) was followed by a further
EUR billion; balance
contraction to 0.4 percent of GDP.
10
Unlike 2013, when the adjustment
5
affected primarily the goods balance,
in 2014 the prevailing contribution had
0
the record-high surplus on trade in
-5
services (EUR 5.9 billion, compared to a
-10
trade in goods deficit of EUR 5.4 billion;
secondary income
Chart 9). About half of the increase in
-15
primary income
receipts reported by local companies
services
-20
goods
providing services for foreign customers
current account
was attributed to creative services,
-25
whose contribution outran that of
transport services exports. The current
account improvement was also prompted by the narrowing of the primary income
deficit, due mainly to lower interest payments under the foreign borrowings and larger
subsidies coming from European funds (European Agricultural Guarantee Fund).
Currency and deposits, debt securities (at market value), equity and investment fund shares/units (if traded on the stock
exchange; including mutual fund units).

NATIONAL BANK OF ROMANIA

Overview of the main economic and financial developments in 2014

As for the goods balance, the shortfall remained virtually unchanged year on year, but
transactions with the major trade partner regions posted diverging developments
– a reduction in the trade surplus with non-EU countries and a narrowing of the
deficit vis-à-vis the EU Member States. The value of exports rose 6.6 percent, slightly
outpacing imports (by 0.8 percentage points), with the core of exports receipts
coming further from “machinery, equipment and transport means” (accounting
for more than 42 percent of the total figure). Romania’s energy bill was unchanged
against the previous year, yet imports moved approximately 20 percent higher in
quantitative terms, due to more attractive energy prices on international markets,
on the one hand, and the pick-up in exports of a leading oil processing company in
Romania, whose production hinges on imported raw materials, on the other hand.
The effects of these factors were mitigated by the Romanian economy’s progress
towards less energy-intensive economic activity, which is all the more important
in view of the geopolitical tensions in the region. Relevant in this respect are the
continued decline in the share of natural gas imports in total domestic consumption
(down to 7.5 percent in 2014, i.e. half the year-earlier figure), the further cutback on
electricity and natural gas consumption economy-wide (by 1.9 percent and
3.8 percent respectively), and the increasing resort to renewable sources in electricity
production, a sub-sector that became more export-oriented (exports volume trebled
year on year).
A negative bearing on the current account had the secondary income balance, hit by
the (EUR 1 billion) reduction in European funding recognised under current transfers
(most notably the European Social Fund). At the same time, the absorption of
non-repayable EU funds gathered considerable momentum in terms of investment
project financing, as capital transfers for this particular purpose came close to
EUR 4 billion (up more than 30 percent versus 2013).
In regard to the financial account, 2014 saw net outflows worth EUR 3.1 billion,
standing higher than in the previous year. Such developments resulted, on the one
hand, from lower net inflows of direct investment (down to EUR 2.5 billion, amid the
pick-up in intercompany loan repayments and banks’ losses) and especially portfolio
investment (to EUR 2.8 billion, i.e. half the year-earlier level), owing to a larger
volume of redeemed sovereign bonds. On the other hand, the continued crossborder deleveraging by the major European banking groups, the rise in local banks’
deposits abroad, and the repayments under the Stand-By Arrangement that the
Romanian government signed with the
EUR billion
IMF in 2009, were the main sources of
45
36
additional capital outflows coming in
27
at EUR 9.6 billion. Hence, total external
18
9
debt remained on a downward track,
0
falling to 62.9 percent of GDP, i.e. almost
2010
2011
2012
2013
2014
official reserves
5 percentage points lower than the
new IMF indicator (100-150%)*
prior year’s reading.
3 months of prospective imports**
100% of ST external debt (residual maturity)
20% of M3

Chart 10
Official reserve adequacy
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* in case of a flexible exchange rate regime, the
denominator is calculated as follows: 30% of ST External
Debt (residual maturity) + 10% of Other Liabilities + 5%
of Prospective Exports of Goods and Services + 5% of M3
** imports of goods and services for the next 12 months
Source: IMF, NBR, NCP

After the central bank made repayments
to the IMF equivalent to EUR 4.4 billion
in 2014, Romania’s financial obligation
to this international institution was
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largely settled. This financial effort had
only a marginal impact on the foreign
115
exchange reserve, whose EUR 0.3 billion
110
decrease was actually offset by the
105
rising price of monetary gold. Thus, the
100
official reserves were little changed
95
(EUR 35.5 billion at end-December
90
2014), the coverage of 6.5 months
of prospective imports of goods and
services and of 94 percent of the shortEUR/CZK
EUR/HUF
term external debt service (at residual
EUR/PLN
EUR/RON
maturity) ensuring an adequate level
Source: Eurostat, NBR calculations
of external liquidity (Chart 10). The
comfortable size of international reserves supported the further strengthening of
Romania’s external credibility, having positive effects in terms of the country’s funding
costs and the leu staying relatively stable versus the euro (Chart 11).
index, 1 Jan. 2014=100
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May.11
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120

Chart 11
The exchange rates of the leu
and its regional peers
against the euro

Unemployment, wages, productivity. Labour market conditions improved gradually
in the course of 2014, as confidence in the economy was being restored, but the
one-third increase in vacancies failed to translate into an attending rise in hirings from
among the job seekers and in the number of employees reported by employers. Thus,
the 1.3 percent increase in the latter was somewhat lower than the previous year’s
average, reflecting broadly the persistence of structural deficiencies in the education
system, which hardly matches market requirements in terms of skills.
Similarly to 2013, new staff was hired mostly in the private sector, especially in market
services and the industrial sector (automotive and related sub-sectors in particular).
Despite the consolidation of economic growth over the past four years, the number
of employees economy-wide regained only half of the loss incurred November 2008
through March 2011. The lingering disparity can be ascribable to the industrial and
construction sectors, mirroring the changes in industrial output composition in favour
of the high-tech sub-sectors, on the one hand, and the slack in economic activity in
certain sub-sectors, on the other hand.
Indicators of excess labour supply saw
mixed developments, a contraction
4,800
8
being manifest only in the case of ILO
unemployment rate, which posted a
4,600
6
five-year low of 6.6 percent in December
4,400
4
2014, down 0.5 percentage points
4,200
2
from the year-earlier average); the
4,000
0
registered unemployment rate points
2008 2009 2010 2011 2012 2013 2014
rather to stagnation, as the annual
Q1
Q1
Q1
Q1
Q1
Q1
Q1
average of 5.3 percent is similar to that
number of employees
registered unemployment (rhs)
of 2013 (Chart 12). The breakdown by
ILO unemployment (rhs)
age shows that youth unemployment
Source: NIS, NBR calculations
(ILO methodology) stayed high, the
corresponding rate adding 0.4 percentage points from 2013 to 24.1 percent.
5,000

Chart 12
The number of employees
economy-wide and
unemployment rate

14

thou. persons, s.a.

%, s.a.
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Labour absorption was accompanied
by a slightly faster annual growth rate
20
of the gross average wage earnings
10
(5.3 percent), which overstepped
0
the 5 percent ceiling it had stuck
-10
to for three consecutive years
-20
(Chart 13). Larger pay rises were
-30
reported by private companies,
2008 2009 2010 2011 2012 2013 2014
at an annual rate that doubled to
Q1
Q1
Q1
Q1
Q1
Q1
Q1
6.1 percent against 2013, also as a
economy-wide
private sector
result of the two-step increase in the
budgetary sector
gross minimum wage economy-wide
Source: NIS, NBR calculations
in the course of 2014 (from lei 800 to
lei 850 on 1 January and lei 900 on 1 July). At sectoral level, leading the way were
market services (up 5 percentage points to 6.7 percent, also amid the strong pick-up
in economic activity in IT&C) and industry (up 1.9 percentage points to 6.5 percent),
while wage increases granted by manufacturing companies were less pronounced
than those in mining. Positive growth rates of gross wages were also recorded in
the public sector (up 2.3 percent), due both to the changes in the minimum wage
economy-wide and the pay rises targeting teachers and medical doctors on
entry-level positions, as well as the elected local officials.
30

Chart 13
Monthly real gross
average wage earnings

Chart 14
ULC in industry

annual change, s.a.

Against the background of smaller productivity gains and faster rising wages, the
developments in unit labour costs were less favourable in 2014 (+0.3 percent,
compared with -1.3 percent a year
contributions (pp)
annual change (%)
20
20
earlier; Chart 14), particularly in
15
15
industry. The risk of inflationary
10
10
pressures associated with the
5
5
developments in unit labour costs is
0
0
-5
-5
contained in the short term by the
-10
-10
negative output gap, but this risk
-15
-15
becomes relevant in the medium run,
-20
-20
2010
2011
2012
2013
2014
provided this tendency persists as
Q1
Q1
Q1
Q1
Q1
the cyclical position of the economy
compensation per employee
labour productivity
improves. Besides, the detrimental
nominal ULC (rhs)
impact on external competitiveness
Source: NIS, Eurostat, NBR calculations
should not be overlooked, especially
amid the appreciation trend of the nominal effective exchange rate (relative to the
first 42 trading partners) over the past two years and the competitors’ slower
ULC dynamics.
Economic convergence. At present, Romania is the only EU Member State not
participating in the euro area that announced a target-date for the euro adoption,
while the other countries in the same position opted for a wait-and-see approach.
According to the 2015-2018 Convergence Programme, the Government of Romania
sticks to its commitment to shifting to the euro on 1 January 2019, as stipulated in the
previous edition of the programme. For this very ambitious objective to be fulfilled,
policymakers and the society as a whole should reach a true consensus as regards
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the efforts to be undertaken and the major co-ordinates of the process. A roadmap
with clear-cut intermediate objectives is of the essence for ensuring a coherent and
feasible endeavour. The successful integration of the national economy into the euro
area calls for implementing the structural reforms needed from the perspective of
ensuring high competitiveness and attaining beforehand a satisfactory degree of
lasting real and nominal convergence, not only for fulfilling the Maastricht criteria,
which Romania met for the first time in June 2014.
After six successive months of fulfilling the price stability criterion, in December 2014
– even though the annual CPI rate ran below the lower bound of the band of the
inflation target – the average annual inflation rate based on the Harmonised Index of
Consumer Prices came in at 1.4 percent, 1.8 percentage points lower than in December
2013, but 0.1 percentage points higher than the reference value (Table 1). Behind this
stood the inertial nature of the average inflation rate coming from the calculation
method, which reflects with a lag the disinflation shown by the annual rates. It should
be mentioned however that the reference value of the inflation criterion was
extremely low compared to historical levels, as the sharp decline in energy prices
in the latter part of 2014 prompted negative HICP inflation rates in an increasing
number of EU Member States.
2014

April 2015

Inflation rate (%)

1.4 (reference value: 1.3)

1.1 (reference value: 1.1)

Long-term interest rates (% p.a.)

4.5 (reference value: 5.2)

3.8 (reference value: 4.9)

EUR/RON exchange rate (%)

Table 1
Nominal convergence criteria

+4.3/-1.3

+1.7/-3.8

General government deficit (% of GDP)

1.5

…

Public debt (% of GDP)

39.8

…

Source: Eurostat, NBR calculations

Romania met again the inflation criterion in the early months of 2015, given the
downward trend in the average annual HICP inflation rate, and recent projections
foresee a likely fulfilment of this criterion later in 2015 as well.
Turning to public finance sustainability, the consolidated general government deficit
saw a further narrowing in 2014, down to 1.5 percent of GDP, which is well below the
3 percent of GDP reference value set forth in the Maastricht Treaty. The fiscal adjustment
continued mainly via cuts in spending, with public investment being one of the
items visibly affected. In 2015, Romania's consolidated general government deficit is
expected to be similar to that seen in 2014, which will help maintain public debt close
to 40 percent of GDP, i.e. well below the 60 percent of GDP reference value as well.
Romania does not yet participate in ERM II, but the swings in the exchange rate
of the leu versus the euro – relative to the average of the month preceding the
considered two-year period of stay, which is seen as a conventional reference value
in the absence of a central parity – stayed well within the standard fluctuation band
of ±15 percent both in the period 2013-2014 and from May 2013 to April 2015, even
against the backdrop of persistent geopolitical tensions and the forthcoming wider
divergence of monetary policy decisions by the world's major central banks, namely
Fed and the ECB.
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With investor sentiment vis-à-vis the Romanian economy further improving, long-term
interest rates that had already, in 2013, fallen to levels consistent with the reference
value stayed on a downward path during 2014 and in the first months of 2015. Thus,
long-term rates reached 4.5 percent and 3.8 percent in December 2014 and April 2015
respectively, i.e. well below the reference values for this criterion.
The sustainable fulfilment of the Maastricht criteria is conditional upon reaching a high
degree of real convergence that provides support by lowering the exposure of the
economy to asymmetric shocks, as well as by containing differences in the pass-through
of symmetric shocks. The most comprehensive indicator of real convergence is the GDP
per capita. In Romania, GDP per capita in purchasing power standards accounted for
approximately 52 percent of that in the euro area in 2014. The gap narrowed markedly,
i.e. by more than 20 percentage points, over the last decade, but for the successful euro
adoption, further headway is needed, so that the country attains beforehand a level
at least comparable with those registered by other countries upon euro area entry
(58 percent in Estonia, 60 percent in Latvia, 65 percent in Slovakia).
The advance in the real convergence process was also mirrored by the sectoral
structure of the economy, which progressively neared that of the euro area economy.
More specifically, the share of the agricultural sector in GDP narrowed from 12.5 percent
in 2004 to 4.7 percent in 2014, with the services sector advancing to 53.2 percent,
from 45.6 percent. Moreover, the openness of the Romanian economy increased, with
the share of the sum of its exports and imports of goods and services in GDP exceeding
82 percent in 2014 (against roughly 59 percent in 2004).

Chart 15
Romania: Scoreboard, 2014
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As for its standing in terms of the Macroeconomic Imbalance Procedure Scoreboard,
Romania continued in 2014 to be within the reference ranges for 10 out of the
11 indicators (Chart 15). The only indicator that fell short of the required area was the
net investment position, but its negative level has been, as a matter of fact, a common
feature of all EU economies in the catching-up process. However, in this case too, given
that the Romanian economy posted one of the highest growth rates across the EU and
the current account deficit narrowed, 2014 saw an adjustment to -56.9 percent of GDP.
The favourable performance of indicators in the scoreboard notwithstanding, Romania is
subject to surveillance under the Macroeconomic Imbalance Procedure given the delays
in completing the semi-annual reviews of the precautionary agreement signed with the
EU and IMF, as the European Commission explained its decision in November 2014.
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2. Macroeconomic policies
Monetary policy. During 2014 monetary policy was geared towards anchoring inflation
expectations and achieving price stability over the medium term, in line with the flat
inflation target of 2.5 percent ±1 percentage point, while supporting lending and
restoring confidence, conducive to the sustainable recovery of the Romanian economy.
The environment in which monetary policy was implemented was marked by the
joint disinflationary action of domestic and external factors – under whose impact
the 12-month inflation rate fell below the lower bound of the variation band of the
flat target as early as January and afterwards remained there or in close proximity –,
as well as by the sporadic resurfacing of sources of volatility and uncertainty, such as
the situation in the Ukraine and that in Greece, with limited effects however on the
Romanian economy. The two disinflationary episodes seen during the period under
review were mainly due to the transitory influence of supply-side shocks produced
in 2013 and the latter half of 2014, which overlapped the lasting impact exerted by
the improvement in inflation expectations, the slowdown in euro area inflation, and
by the persistent negative output gap. Nevertheless, the disinflationary pressures
coming from the latter factor tended to ease slightly, given the further upturn of the
domestic economy.
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Against this background, the National Bank of Romania resorted in 2014 to a
wide range of monetary policy instruments, whose levels witnessed significant
adjustments: the gradual lowering
% p.a.
of the policy rate, the progressive
12
reduction in minimum reserve
10
requirement ratios on both leu- and
8
foreign currency-denominated
6
liabilities of credit institutions , as well
4
as the successive narrowing of the
2
symmetrical corridor defined by interest
0
rates on the NBR’s standing facilities
around the policy rate (Chart 16).
Chart 16
NBR’s interest rates

18

lending facility rate
monetary policy rate
deposit facility rate

The lowering of the policy rate,
which played the key role in properly
adjusting real broad monetary conditions in the context of the overall monetary
policy goal, was not continuous during the year under review. Specifically, the
rate-cutting cycle dating back to July 2013 extended into February 2014, with the five
consecutive cuts bringing the policy rate to 3.50 percent from 5.25 percent previously.
In the following three meetings, March through July 2014, the NBR Board decided
to leave the policy rate unchanged, prompted by the inflation outlook based on the
then available data. Given that subsequent developments and analyses confirmed
the outlook for the annual inflation rate to remain subdued throughout the forecast
horizon, the NBR Board decided in its meeting of August 2014 to resume the gradual
rate cutting cycle, with the policy rate ending the year at 2.75 percent per annum.
Following four other downward adjustments, the monetary policy rate reached
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1.75 percent per annum in May 2015. The latest cut was warranted by prospects for
the annual inflation rate to come in at around nil between June 2015 and May 2016,
following the VAT rate reduction to 9 percent, from 24 percent previously, for all food
items, non-alcoholic beverages and public food services as
of 1 June 2015.
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Chart 17
Minimum reserve
requirement ratios

Capitalising on the window of opportunity provided by the favourable macroeconomic
and financial conditions, the NBR performed several cuts in the minimum reserve
requirement ratios on credit
percent
institutions’ liabilities (Chart 17).
24
Specifically, the minimum reserve
20
20
18
requirement ratio on leu-denominated
16
15
16
liabilities was lowered to 10 percent
14
12
from 12 percent in the NBR Board
12
10
meeting of September 2014, while
8
8
that on foreign currency-denominated
liabilities was diminished by
4
2 percentage points in each of the July
and November meetings, to stand at
MRR - lei
MRR - FX
14 percent. These measures were aimed
at ensuring further harmonisation
with ECB standards, although the former was primarily geared towards supporting
the sustainable revival of lending. The minimum reserve requirement ratio on
leu-denominated liabilities of credit institutions was lowered again in May 2015
to 8 percent.
As regards the symmetrical corridor defined by interest rates on the NBR’s standing
facilities around the monetary policy rate, its width was narrowed in successive steps
starting September 2014, from ±3 percentage points to ±2.25 percentage points in
January 2015. Afterwards, the corridor remained symmetrical, as the interest rate on
the lending facility (Lombard) was steadily cut to 3.25 percent (corresponding to a
+1.50 percentage point spread vis-à-vis the monetary policy rate), while the deposit
facility rate was left unchanged at 0.25 percent (i.e. a -1.50 percentage point spread
versus the policy rate).
Throughout the year under review, the NBR pursued adequate liquidity management,
thereby aiming to strengthen the impulse and signal of the monetary policy rate cuts.
The set of instruments used was tailored to the evolution of credit institutions’ net
liquidity position. The latter was influenced by the cautious stance of the Treasury,
which ran considerable surpluses January through October, in correlation with the
MPF’s efforts to keep the budget balance within the limits agreed with international
institutions. By contrast, in the final two months of 2014, the significant rise in Treasury
injections contributed, alongside the cut in the minimum reserve requirement ratio
on leu-denominated liabilities, to the spike in excess liquidity. The central bank
mopped up the liquidity surplus primarily via the deposit facility, while during
the periods with temporary liquidity shortfalls banks’ demand for reserves was
accommodated through one-week repos.
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Over the period ahead, including the longer-term horizon, the NBR will further gear
monetary policy towards ensuring price stability over the medium term, via the solid
anchoring of inflation expectations and in a manner supportive of economic growth –
also by restoring confidence and reinvigorating lending –, while maintaining its time
consistency and synchronising it with the monetary policy cycles of central banks in
the region and in the euro area.
Fiscal policy. According to the 2014-2017 Convergence Programme, 2014 should
have meant a break in the structural fiscal adjustment process needed to fulfill
the medium-term objective5 in 2015, given that the size of fiscal consolidation in
2013 exceeded the recommendations (0.5 percentage points of GDP) and Romania
benefitted from the investment clause allowing the country a temporary 0.2 percentage
point of GDP deviation from the adjustment trajectory. Nevertheless, fiscal policy
continued to act in a pro-cyclical manner over the period under review, and the
European Commission assessed the structural consolidation effort to as much
as 0.5 percentage points of GDP. The performance owed much to the significant
underspending on public investment and intermediate consumption compared to
the allotted amounts. Consequently, the structural deficit narrowed to 1 percent of
GDP and the medium-term objective was attained one year earlier than scheduled.
In 2014, budget revenues saw their share in GDP widening by 0.4 percentage points
from 2013 (to 33.4 percent), largely as a result of higher inflows from European funds
(1.7 of GDP as against 1.4 percent of GDP in 2013) and some discretionary steps to
boost revenues. More precisely, the additional revenues from the introduction of an
extra excise duty on fuels and the tax on special constructions exceeded the impact
of the 5 percentage point cut in the employers’ social security contributions starting
October.
Behind the further narrowing of the fiscal deficit stood chiefly the developments
in public spending, whose share in GDP, adjusted for the impact of additional postaccession fund inflows, contracted by 0.6 percentage points to 33.2 percent, from
33.8 percent in 2013. As for the breakdown by type of expenditure, significantly lower
shares in GDP posted the following items: (i) intermediate consumption (-0.4 percentage
points, compared with a 0.7 percentage point rise in the 2014-2017 Convergence
Programme); (ii) staff expenditures (-0.4 percentage points, amid a quasi-wage-freeze
and lower social security contributions); (iii) public investment (-0.3 percentage points
versus a 0.3 percentage point increase considered in the 2014-2017 Convergence
Programme) and (iv) interest expenditure (-0.1 percentage points). Taken together,
these cuts surpassed the increases in the shares in GDP of capital transfers
(+0.4 percentage points) and other expenditures (+0.3 percentage points).
Government deficit financing was ensured by equally tapping local and foreign
markets. As regards leu-denominated securities, the share of the short-term debt
stock rose slightly from 6.2 percent to 6.7 percent of total public debt, but it did not
affect the average residual maturity, which expanded to 4.1 years from 3.3 years, as
a result of larger financing via government bond issues with a maturity exceeding
5
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10 years. During 2014, eight foreign currency-denominated issues were launched,
half of them on the domestic market and the other half on foreign markets. The
four issues on the local market totalled some EUR 928.6 million, while those on the
international market comprised two issues in euro (both maturing in 10 years and
having a cumulative par value of EUR 2.75 billion) and two in US dollars (with a par
value of USD 1 billion each and maturity of 10 and 30 years respectively). Under these
circumstances, the residual maturity of the foreign currency-denominated public debt
increased to 6.2 years from 5.3 years in 2013, while that of total public debt went up to
5.3 years from 4.4 years.
Structural policy. Structural reform implementation lost momentum during 2014,
the delays recorded in some areas leading actually to a failure in completing the
reviews under the precautionary arrangement signed with the EU and the IMF.
Thus, the steps taken to cut arrears of certain state-owned enterprises in transport
and energy sub-sectors were not bold enough to fulfil the targets, the progress in
enhancing corporate governance, transparency and state-owned enterprise oversight
was limited, most notably in the transport sub-sector, and some stages of the
deregulation of the natural gas market for residential consumers were postponed
(the process was originally due for completion in December 2018, but was extended
until December 2021).
However, the end of year witnessed on-schedule completion of deregulation of the
natural gas market for industrial consumers. Moreover, headway was made in terms
of opening the electricity market for residential consumers, with the free market
component increasing to 30 percent in two stages, namely January and July 2014.
In addition, starting November, the electricity market in Romania was connected to
those in the Czech Republic, Slovakia and Hungary, resulting in a common market
that is expected to ensure higher security in supplying electricity and to mitigate
price volatility. The implementation of the privatisation agenda in the energy sector
continued in 2014 with Electrica being listed on the Bucharest and London stock
exchanges, which raised a strong interest among investors – this was, in fact, the most
significant initial public offering on the Romanian stock market in a deal worth about
lei 2 billion.
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With regard to the efforts aimed at improving transport infrastructure, special
mention deserves the preparation of the first draft of the General Transport Master
Plan, which is due for completion in the course of 2015. Nevertheless, motorway
construction proceeded slowly, the total network adding a meagre 39 kilometres.
In turn, the railways did not fare much better either, yet significant improvements are
expected for the period ahead, once the measures set forth in the Master Plan are
implemented.
In 2014, EU funds absorption saw substantial progress, but Romania is still last among
the new Member States. At year-end, structural and cohesion funds absorption went
beyond 50 percent, i.e. EUR 8.8 billion in receipts and approximately EUR 1 billion in
advance payments for settlement; adding to them are rural development and fisheries
funds, the total stock of which reached EUR 5.4 billion. The highest absorption rate
(72 percent) was reported by the Administrative Capacity Development Operational
Programme, while the programmes targeting basic infrastructure (transport,
environment, human resources development) posted much lower levels (between
42 percent and 57 percent; Chart 18).

3. Financial stability and prudential supervision
of credit institutions
In 2014, the international economic and financial environment posed two major
challenges to financial stability in Romania: (i) the renewed turbulences on financial
markets and the increased volatility of capital flows, as a result of the worsening
situation in Greece and the aggravating Ukraine conflict and (ii) the persistently modest
economic growth pace reported by Romania’s major trading partners. The temporary
volatility episodes manifest on international financial markets in January 2014 (Turkey),
June 2014 (Bulgaria), and in the period starting from March 2014 (Ukraine) and
December 2014 (Greece) had marginal effects on the financial system in Romania.
The main developments experienced by the banking system in 2013 were further
manifest in the period under review – the contraction in the loan stock to the private
sector, the persistent cross-border deleveraging and the increase in domestic
saving. However, the novelty in the broad picture of banking activity in 2014 was
the initiation of the removal from the balance sheet of uncollectible non-performing
loans, following the recommendations of the central bank to credit institutions, an
endeavour seen as a necessary condition for the sustainable resumption of lending.
The delay in the resumption of lending to the private sector was attributable to
the joint action of both supply- and demand-side factors. On the supply side, the
main influences consisted in keeping restrictive lending conditions in place, in the
context of the high risk associated by banks with certain debtor categories and the
still large volume of non-performing loans. In addition, credit institutions continued
to adopt balance sheet adjustment measures, also amid the protracted cross-border
deleveraging and the recapitalisation efforts of parent banks. However, constraints
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on credit supply eased somewhat in the latter part of the year, concurrently with the
step-up in operations to remove non-performing loans from credit institutions’ balance
sheets. On the demand side, 2014 further saw a shortfall in eligible credit demand,
arising from the high indebtedness of households and the large number of companies
falling under the provisions of the insolvency law. Nevertheless, the private sector
has a financing potential insufficiently capitalised on, as is the case with companies in
high and medium-high technology industries. The corporate sector further showed
a relatively increased bias towards financing from own sources or through trade
credit (companies that chose not to take bank loans account for about 30 percent of
Romania’s exports). At the same time, the NBR’s decisions to further cut the monetary
policy rate and the minimum reserve requirement ratios, along with the clean-up of
banks’ balance sheets, are likely to lay the groundwork for a sustainable resumption of
lending to non-financial corporations.

Chart 19
Financial intermediation* – stock

Unlike the previous year, the contraction in loans to the private sector (down
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In contrast, the rise in leu-denominated loans manifest ever since January
accelerated over the year, the stock at 31 December 2014 standing 7 percent higher
in real terms than that recorded at end-2013. This development mirrors the lower
financing costs, as the NBR’s successive policy rate cuts, in the context of the decline
in the minimum reserve requirements ratio on leu-denominated liabilities and the
adequate liquidity management on
percent
the interbank market, pushed interest
250
rates on leu-denominated loans down
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to all-time lows. A favourable influence
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on the dynamics of domestic currency
loans also had the change to the “First
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alone as of August 2013.
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Cross-border deleveraging stepped up
throughout 2014, yet further unfolding
in an orderly manner. The exposure
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of parent banks to their subsidiaries in Romania decreased by about 16 percent in
2014. Conversely, domestic deposits – the main financing source of banks – stayed
on an upward course (+7.3 percent, real change). This development, corroborated
with the contraction in loans to the private sector, led to a further decline in the
loan-to-deposit ratio down to a level that no longer generates pressures from a
macroprudential standpoint (90.5 percent at end-2014; Chart 20).
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The capitalisation of the Romanian banking system continued to improve in the
period under review, due broadly to: (i) shareholders’ new capital contributions worth
nearly EUR 394 million; (ii) the 20 percent drop in the volume of prudential filters that
can be deducted from own funds for calculating prudential indicators (in compliance
with the provisions of the calendar set forth by the national legislation for the gradual
implementation of the new capital
percent
18
requirements applicable to credit
institutions based on the CRD IV/CRR
15
European regulatory framework);
12
(iii) maintaining a prudent approach
to lending, with positive effects on the
9
dynamics of non-performing loans.
6
Consequently, the capital requirements
stipulated by the CRD IV/CRR legislative
package6 were comfortably met at the
solvency ratio
Tier 1 capital ratio
banking sector level – Common Equity
Total capital ratio (CRD IV/CRR)
Tier 1 capital ratio stood at 14.6 percent
Tier 1 capital ratio (CRD IV/CRR)
at end-2014, a level similar to that
recorded by Tier 1 capital ratio, while total capital ratio equalled 17.6 percent, up
2.1 percentage points from end-2013 (Chart 21). These levels provide the banking
system with a high capacity to absorb potential shocks.
In addition, 2014 saw the strengthening of efforts to improve loan portfolio quality.
Specifically, given the limited efficiency of the measures previously used by commercial
banks to reduce the volume of non-performing loans – the adopted solutions often
consisting in loan restructuring/rescheduling and foreclosure –, the NBR recommended
commercial banks to clean up their portfolios based on a four-stage process: (i) removal
from balance sheets of fully-provisioned non-performing loans (with banks preserving
their right to recover the claim); (ii) full provisioning and removal from balance sheets
of loans whose debt service exceeds 360 days; (iii) full provisioning and removal from
balance sheets of loans granted to insolvent companies; and (iv) having an external
audit of IFRS provisions and of collateral carried out.
These activities resulted in the reduction of non-performing loan ratio from
20.4 percent in March 2014 to 13.9 percent in December 2014 (Chart 22). Apart
from the favourable effect on asset quality, the stepped-up actions of banks to clean
up their balance sheets had a negative impact on the banking system profitability,
as the increase in provisioning expenses generated losses tantamount to
lei 4.7 billion – a peak level since the crisis outbreak – and, implicitly, led to a
deterioration of profitability indicators, down to -1.3 percent for return on assets
6
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4.5 percent for Common Equity Tier 1 capital ratio, 6 percent for Tier 1 capital ratio and 8 percent for total capital ratio.
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At EU level, the efforts to strengthen
the prudential supervision framework
continued, significant progress being
made in completing the architecture of the Banking Union. Specifically, the Union’s first
pillar, the Single Supervisory Mechanism (SSM), became operational in 2014. Starting
with November, the European Central Bank assumed responsibility for the supervision
of euro area banks, directly supervising around 130 systemically important banking
groups, representing about 82 percent (by assets) of the euro area banking sector.
Over the year, further efforts were made to launch the second pillar of the Banking
Union, i.e. the Single Resolution Mechanism (SRM). To this end, the resolution powers
of the Single Resolution Board were established. The Board started working on
1 January 2015, and will be fully operational as of 1 January 2016. This is also the
deadline for setting up the Single Resolution Fund, which will have eight years to
reach a capitalisation level of 1 percent of covered deposits held by credit institutions
in the Member States of the Banking Union.

4. European integration and relations
with international organisations
European integration
In 2014, Economic and Monetary Union (EMU) strengthening further stayed high on
the agenda of the major EU institutions – the European Council, the EU Council, the
European Parliament, the European Commission and the European Central Bank.
The Single Supervisory Mechanism (SSM), the first pillar of the Banking Union,
became operational on 4 November 2014, once the European Central Bank took
over the prudential supervisory tasks in relation to euro area credit institutions.
Non-euro area Member States may also join the SSM on a voluntary basis, through a
close cooperation agreement between the national competent authorities and the
ECB, whose tasks in such a case are limited to preparing instructions, guidelines and
requests intended for the national authorities and regarding the entities subject to
prudential supervision. Romania declared its intention to enter a close cooperation
agreement with the ECB, after clarifying the technical aspects, as well as the economic
and legal implications linked to the complex process of joining the SSM.
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The year 2014 witnessed progress also in terms of the implementation of the
second pillar of the Banking Union, with the adoption of the Regulation establishing
the Single Resolution Mechanism (SRM) at end-July following the signing of the
Intergovernmental Agreement on the transfer and mutualisation of contributions to
the Single Resolution Fund (SRF). The provisions of the regulation apply to euro area
banks, as well as to banks in non-euro area EU countries opting for the Banking Union
membership.
Regarding the single deposit guarantee scheme at EU level, it has not taken shape
yet, priority being rather assigned to establishing a network of national guarantee
schemes.
As part of the European Semester, the Romanian authorities submitted to the
European Commission the 2014 National Reform Programme and the 2014-2017
Convergence Programme. Based on these documents, the EU Council adopted
country-specific recommendations on public finances, the financial sector, structural
reform measures, as well as employment and social policies.
In terms of the Macroeconomic Imbalance Procedure (MIP), 2014 saw the fourth
exercise of this kind. Although Member States under a financial assistance programme
with the EU and the IMF are not examined in the MIP and, in the case of Romania, the
2013-2015 precautionary arrangement is in progress, the delays in completing the
semi-annual reviews led the European Commission to decide that Romania should be
placed under MIP surveillance.

NBR participation in the meetings and procedures
of various European bodies
In 2014, the NBR Governor attended the quarterly meetings and the teleconferences
of the ECB’s General Council. The major topics covered included: (i) regular
macroeconomic analyses and reviews of key monetary, financial and fiscal
developments both within and outside the euro area; (ii) the final report summarising
the work of the ESCB Macro-prudential Research Network; (iii) the ex ante consultation
regime with the ESCB regarding interventions in euro in the forex markets conducted
by the national central banks of non-euro area EU Member States; (iv) compliance
by the ESCB members with the provisions of Article 123 and Article 124 of the Treaty
on the functioning of the European Union; and (v) preparing and approving the
ECB’s 2014 Convergence Report.
As regards the decision-making mechanism at operational level, NBR representatives
attend the enlarged meetings of the 12+1 ESCB committees. Starting 2014, the
meetings of certain ESCB structures and substructures are held in SSM composition as
well, with representatives of non-euro area Member States being invited as observers.
The NBR was actively involved during 2014 in the activity of the European Systemic
Risk Board both at a decision-making level, with the NBR Governor, the First Deputy
Governor and the Deputy Governor in charge of financial stability issues attending
the General Board meetings, and at a technical level, through representatives in the

26

NATIONAL BANK OF ROMANIA

Overview of the main economic and financial developments in 2014

Advisory Technical Committee and its working groups. As in the previous year,
the ESRB’s activity was focused on: (i) identifying and assessing macroprudential risks;
(ii) preparing new recommendations and following up on those issued in the
preceding years; and (iii) drafting a macroprudential policy framework for the EU
banking sector and a Handbook on Operationalising Macro-prudential Policy in the
Banking Sector.
Some of the key structures and substructures of the EU Council and of the
Commission where the NBR is represented at various hierarchical levels include,
inter alia, the biannual participation in the informal ECOFIN Council meetings,
which the NBR attends at executive management level, upon the invitation of the
MPF, whenever central banking matters are on the agenda; participation in the
Economic and Financial Committee, whose meetings are attended by the NBR
Deputy Governor in charge of European affairs; participation in the working groups
of the EU Council and the EC (the European Banking Committee, the Committee on
Financial Conglomerates, the Payments Committee, etc.). The most important draft
legislation discussed during these meetings in the period under review included:
(i) the proposal for a regulation establishing uniform rules and a uniform procedure
for the resolution of credit institutions; (ii) the proposal for a directive implementing
enhanced cooperation in the area of financial transaction tax; (iii) the amendment
of the Regulation on OTC derivatives, central counterparties and trade repositories
(EMIR); (iv) the revision of the Deposit Guarantee Schemes Directive; (v) the proposal
for a regulation on interbank fees for card-based payments; and (vi) the proposal for a
regulation on information accompanying transfers of funds.
Given that the written consultation procedure is mandatory in relation to any proposed
legislation which is within the ECB’s field of competence, the central bank launched
consultations on a number of pieces of legislation, such as the Law on strengthening
financial discipline in relation to cash payments and receipts, or the Law concerning
Romania’s contribution to the General Subsidy Account of the International Monetary
Fund’s Poverty Reduction and Growth Trust. Moreover, the NBR participated in the
process of transposing, implementing and notifying EU legislation.
In terms of technical assistance programmes for other central banks, throughout
2014 and in the first part of 2015, the National Bank of Romania was involved in the
preparation of the twinning project dedicated to the National Bank of Moldova for
strengthening the latter’s capacity in the field of banking regulation and supervision.
The NBR entered a consortium with De Nederlandsche Bank (DNB) and the project will
be implemented over a 24-month period. The twinning arrangement was signed by all
the parties involved and the project is scheduled to be launched on 30 June 2015.

International financial relations
The implementation of the precautionary Stand-By Arrangement approved by
the IMF’s Executive Board on 27 September 2013 continued during 2014. The
approximately EUR 2 billion loan was granted for a two-year period, but the Romanian
authorities did not make any drawings. In this context, joint missions of the IMF,
the European Commission, the World Bank and the European Central Bank visited
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Bucharest for the regular reviews of the programme. Thus, the first and second
reviews ran simultaneously from 21 January to 4 February 2014, ending with a new
letter of intent signed with the IMF. The third review took place on 2-12 June 2014,
when no supplementary Memorandum of Understanding with the international
partners was signed.
In 2014, principal repayments and net interest payments on the IMF loan taken by
Romania in 2009 amounted to over SDR 3.9 billion.
During 1991-2014, the World Bank has provided a total of USD 10.1 billion in loans
to Romania. The latest loan for development policies, in amount of EUR 750 million,
aimed at improving the efficiency and effectiveness of public finance and fostering
economic growth, was approved on 22 May 2014, along with the Country Partnership
Strategy. The new Country Strategy for Romania for 2014-2017 relies on three pillars:
modernising the governance system, supporting economic growth and job creation,
and boosting social inclusion.
During 2014, the European Bank for Reconstruction and Development (EBRD)
provided EUR 592 million to Romania, taking the cumulated funding granted since
the start of this activity to around EUR 6.9 billion.
Looking at Romania’s ratings, the most notable change occurred in May 2014,
when Standard & Poor’s upgraded the sovereign rating by one notch, to BBB-/A-3,
thus coming into line with the other major credit reference agencies that had
already assigned the investment grade. In 2014, investors’ interest in investments on
local financial markets was spurred by other developments as well, such as
JP Morgan’s decision to include Romania’s sovereign bonds into its GBI-EM Global
Diversified Investment Grade index and to add a new series of domestic bonds to
its GBI-EM index.

5. Financial statements of the NBR as at 31 December 2014
The National Bank of Romania has been acting towards implementing monetary
policy so as to achieve its primary objective, namely to ensure and maintain price
stability, and fulfilling the other tasks mentioned in Law No. 312/2004 on the Statute
of the National Bank of Romania, without focusing on business-related objectives,
such as profit maximisation. Nonetheless, in its activity, the NBR has shown a steady
concern for the efficient management of the available resources, also by capping its
administrative and staff costs. In 2014, the National Bank of Romania’s total operating
expenses (total expenses net of the revaluation losses) declined at a pace similar
to that recorded in 2013 (-22.8 percent in real terms), and administrative and staff
costs stood about 8 percent lower than the budgeted figure. Moreover, the ratio of
administrative and staff costs to total income dropped from 13.3 percent in 2013 to
11.1 percent in 2014.
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At end-2014, the National Bank of
Romania reported a positive financial
result amounting to lei 1,120.5 million,
as a result of: (i) operating profit worth
lei 1,270.1 million (compared to an
operating loss of lei 224.1 million a year
earlier; Chart 23); and (ii) unrealised
loss from the revaluation of foreign
currency assets and liabilities nearly
sevenfold smaller than that of 2013
(lei 149.7 million).

A significant contribution to the
operating result had the management of foreign currency assets and liabilities,
which brought in a gain equal to lei 1,844.9 million versus lei 330.9 million in 2013.
Pursuant to the law, the financial result was chiefly used for covering the loss incurred
in the previous financial year (lei 756.2 million). The central bank transferred to the
government budget lei 292.5 million, i.e. 80 percent of its net income, and 60 percent
(lei 43 million) of the rest were allotted for increasing the statutory reserves.
The remaining amount of lei 28.7 million is to be distributed in 2015 according to
Article 43 in Law No. 312/2004 on the Statute of the National Bank of Romania.
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Policy objective
The primary objective of the National Bank of Romania, in compliance with its
Statute1, is to ensure and maintain price stability. By fulfilling this objective, monetary
policy – i.e. the key task of the monetary authority – can serve best to achieve
sustainable economic growth.
From this perspective, during 2014 monetary policy was geared towards anchoring
inflation expectations and achieving price stability over the medium term, in line
with the flat inflation target of 2.5 percent ±1 percentage point, while supporting the
rebound in lending and restoring confidence, conducive to sustainable economic
recovery. This specific objective stemmed from the institutional features of monetary
policy2, on one hand, and from the particulars of the macroeconomic and financial
framework in which monetary policy was implemented, on the other hand. Such
a policy stance was also in line with the commitments made by the Romanian
authorities in the programme documents prepared as part of Romania’s euro
adoption process (the successive issues of the Convergence Programme) – and hence
with the requirement to bring down the annual inflation rate, in the longer run, at
levels compatible with the European Central Bank’s quantitative definition of price
stability –, as well as with the commitments in the arrangements signed with the
EU, the IMF and the World Bank.

1. Policy decisions
The macroeconomic and financial environment of 2014 was marked by the joint
disinflationary action of a series of domestic and external factors – under whose
impact the 12-month inflation rate fell below the lower bound of the variation
band of the flat target as early as January and afterwards remained there or in
close proximity –, as well as by the sporadic resurfacing of sources of volatility and
uncertainty. The two disinflationary episodes seen during the period under review,
implying the frequent drop of the annual inflation rate below the anticipated level
and successive downward adjustments of the projected inflation path, were mainly
due to the temporary influence of supply-side shocks produced in 20133 and the
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1

Law No. 312/2004.

2

In December 2013, the NBR shifted to a multi-annual flat inflation target of 2.5 percent ±1 percentage point, a level deemed
compatible with the definition of medium-term price stability in the domestic economy, thus ending the stage of gradually
decreasing annual inflation targets (December/December) set over two-year horizons – a typical feature of the inflation
targeting strategy up to that point. These targets had been lowered from 7.5 percent ±1 percentage point in 2005 to
3.0 percent ±1 percentage point in 2011; the annual inflation targets for 2010 and 2012 had been left unchanged from a
year earlier, i.e. 3.5 percent ±1 percentage point and 3 percent ±1 percentage point respectively.

3

The substantial rise in agricultural output and the cut in the VAT rate for some bakery products as of 1 September.
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latter half of 20144, which overlapped the lasting impact exerted throughout the year
by the improvement in inflation expectations, the slowdown in euro area inflation,
and by the persistent negative output gap. The disinflationary pressures coming
from the latter factor remained considerable, yet tended to ease slightly, given the
further upturn of the Romanian economy, primarily prompted by the rebound in
domestic absorption, following the pick-up in household consumption. However, the
contribution of gross fixed capital formation continued to be negative for most of the
reported year, reflecting inter alia the slow-in-coming restoration of confidence, the
temporary effects exerted by the introduction of some fiscal measures5, the sluggish
recovery of lending, amid ongoing balance sheet adjustments across both banking
and non-banking sectors, as well as the delay in launching some investment projects
in the public sector.
The external environment continued to act as a source of mixed influences on
the domestic economy and financial market, given, on the one hand, the weak
and unsteady economic recovery worldwide, including in the euro area, and the
protracted downward course of inflation – with its annual rate entering negative
territory6 in the Eurozone and in other EU countries –, which prompted a more
accommodative monetary policy stance of both the ECB and other NCBs in the EU.
On the other hand, the relative calm in international financial markets over the
reported year as a whole was interrupted by renewed bouts of global risk aversion,
mainly triggered by escalating regional and geopolitical tensions, particularly in
Ukraine, by the occasional heightening of uncertainty surrounding the outlook
for the monetary policy conduct/measures of the major central banks, as well as
by the situation in Greece. However, the ensuing portfolio shifts affected the local
financial market (and hence the exchange rate of the domestic currency) to a lower
extent, thanks to the improved investor sentiment vis-à-vis the Romanian economy,
underpinned by the further positive performance of its fundamentals and the
maintenance of the relative attractiveness of investment in domestic financial assets.
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This context warranted a quasi-steady,
albeit prudent adjustment of the
monetary policy conduct and of
the parameters of the key policy
instruments, while maintaining its time
consistency and synchronising it with
the monetary policy cycles of central
banks in the region and in the euro
area. The NBR’s actions and approach
sought to foster the downtrend in
medium-term inflation expectations
and their firm anchoring in line with
the flat inflation target, along with

4

The marked decline in international oil prices and the increased supply of agricultural products, also fuelled by imports from
European countries hit by the Russian ban.

5

The tax on special constructions and the potential delay in launching some investment projects until the enforcement
(on 1 July 2014) of the law on the tax exemption on reinvested profit.

6

Also as a result of the steep drop in global oil prices in the latter half of the year.
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the rebound in lending, the restoration of confidence, and the improvement in the
monetary transmission mechanism, conducive to a sustainable economic recovery.
A secondary objective was to continue to bring the minimum reserve requirements
mechanism into line with the relevant standards and practices of the ECB and of the
major central banks in the EU Member States. Hence, aside from the gradual lowering
of the policy rate (from 3.75 percent to 2.5 percent per annum), the adjustment also
implied the progressive reduction in minimum reserve requirement ratios on both
leu- and foreign currency-denominated liabilities of credit institutions7 (Chart 1.1),
as well as the successive narrowing of the symmetrical corridor defined by interest
rates on the NBR’s standing facilities around the monetary policy rate8. Additionally,
the central bank resorted to liquidity management, as well as to various forms of
communication meant to explain in detail the rationale behind the NBR Board
decisions. In particular, the NBR reiterated that the consistent implementation of a
coherent macroeconomic policy mix, along with a step-up in structural reforms and
in the absorption of EU funds, in line with the external financing arrangements signed
with the international institutions, are key to consolidating the stability and growth of
the domestic economy and to enhancing its resilience to external shocks.
The action steps taken by the NBR and the ongoing tailoring of the prudence of the
monetary policy stance, in the context of further fiscal consolidation, proved decisive
in strengthening the downtrend of inflation expectations over the medium term
(for the first time ever, they coincided with the midpoint of the flat inflation target at
end-Q4), amid an economic growth of 2.8 percent over the reported year as a whole.
Under the impact of multiple supply-side shocks, the 12-month inflation rate came in
at 0.83 percent in December 2014, while its annual average hit a 25-year low of
1.1 percent.
The lowering of the monetary policy rate was not continuous during the year under
review. Specifically, in February 2014 the central bank extended the gradual
rate-cutting cycle – which had been resumed in July 2013 and had materialised into
five consecutive rate cuts cumulating 1.5 percentage points up to that date –,
but discontinued it thereafter, with the NBR Board deciding in the March and May
meetings to leave the monetary policy rate unchanged at 3.5 percent, a level considered
adequate in view of the inflation outlook and hence of ensuring price stability in the
medium term. These decisions were warranted by the fact that, although the current9
and the expected short-term inflation readings had fallen in the first part of the year
beneath the lower bound of the variation band of the flat target – amid the overlapping
of the transitory impact of supply-side shocks in 201310 and the persistent disinflationary
impact exerted by the negative output gap and by the relative improvement in inflation
expectations –, medium-term projections updated in February and May 2014 revealed/
confirmed the prospects for the annual inflation rate to return in 2014 Q3 to the upper
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7

February 2014 through January 2015, they were lowered by 2 percentage points (to 10 percent) and 4 percentage points
(to 14 percent) respectively.

8

Following the adjustments carried out starting September 2014, the corridor was narrowed from ±3 percentage points to
±2.25 percentage points.

9

Annual CPI inflation rate fell from 1.55 percent to 1.04 percent during 2014 Q1.

10

The exceptional agricultural output and the September cut in the VAT rate for some bakery products to 9 percent from
24 percent previously.
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half of the variation band of the flat target and to remain there subsequently11. Aside
from the foreseeable fade-out in 2014 H2 of the effects of supply-side shocks, this
outlook was underpinned by the tendency of gradual narrowing of the forecasted
negative output gap and hence the softening of ensuing disinflationary pressures
– a trend potentially spurred by the higher-than-expected pick-up in economic
activity in the closing quarter of 201312,13 –, as well as by the assumption of a
normal agricultural year in 2014. The risks and uncertainties associated with the
medium-term forecast of inflation remained relevant – stemming primarily from the
external environment14 –, yet their potential to negatively affect inflation expectations
in the medium run, and hence inflation developments over longer horizons, assuming
they materialised, was deemed to be relatively low.
The environment in which monetary policy was implemented tended to change
afterwards. Specifically, in the first months of the second quarter15 of 2014, the annual
inflation rate posted a marked downward deviation from the trajectory described in
the latest forecast, while the updated short-term projection pointed to an even more
pronounced deviation in the immediately forthcoming months, under the one-off
impact of the decline in volatile food prices and the slight appreciation of the domestic
currency, overlapping the persistent effects exerted by the fundamental factors
underlying disinflation, i.e. the negative output gap and the downtrend in inflation
expectations. However, the consolidation over a longer horizon of the 12-month
inflation rate at levels below those forecasted previously was uncertain, with major hints
in this regard being expected primarily from evidence on the likely performance of the
agricultural sector. As a result, the NBR Board decided in its meeting of 1 July 2014 to
leave the monetary policy rate unchanged at 3.5 percent per annum. At the same time,
the NBR Board decided to lower the minimum reserve requirement ratio on foreign
currency-denominated liabilities of credit institutions to 16 percent from 18 percent
starting with the 24 July – 23 August 2014 maintenance period.
Given that subsequent developments and analyses confirmed the outlook for the
relatively lower path of the annual inflation rate seen during 2014 Q216 to consolidate
over the medium term, the NBR Board decided in its meeting of August 2014 to
resume the rate cutting cycle, lowering the monetary policy rate by 0.25 percentage
points to 3.25 percent per annum. In particular, according to the updated projection
of medium-term macroeconomic developments, the annual inflation rate was
expected to run at markedly lower readings than previously forecasted, especially in
the first half of the projection horizon17, when it was seen staying below the midpoint
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11

The February 2014 projection placed the annual CPI inflation rate at 3.5 percent and 3.2 percent at end-2014 and end-2015
respectively; according to the May projection, the annual inflation rate was seen at 3.3 percent at the end of both years.

12

As a general rule, statistical data on economic growth are the provisional ones available at the time of the monetary policy
analysis.

13

Annual GDP dynamics accelerated to 5.4 percent in 2013 Q4 from 4.2 percent a quarter earlier.

14

Uncertainties surrounding the pace of economic recovery worldwide, in particular in the euro area, the regional and
geopolitical tensions, the monetary policy decisions of major central banks.

15

The annual inflation rate inched up in April to 1.21 percent, before slowing to 0.94 percent in May.

16

The 12-month inflation rate declined to 0.94 percent in May (from 1.21 percent in April) and hit a 24-year low of 0.66 percent
in June, 0.7 percentage points below the projected level.

17

The baseline scenario placed the annual CPI inflation rate at 2.2 percent at end-2014 and 3.0 percent at end-2015,
1.1 percentage points and 0.3 percentage points, respectively, lower than the previously-forecasted readings.
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of the flat target, despite the upward correction in September 2014 triggered by
the fading of the transitory influence of the cut in the VAT rate for some bakery
products. Moreover, the significant change in the inflation outlook was mainly due
to the adjusted CORE2 component, whose forecasted annual dynamics were revised
considerably downwards throughout the projection horizon.
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In September, November 2014 and January 2015, the NBR Board conducted three
more policy rate cuts of a similar size, thus bringing the policy rate to 2.5 percent per
annum, while lowering the minimum reserve requirements ratios on leu- and foreign
currency-denominated liabilities of credit institutions by 2 percentage points each, to
10 percent and 14 percent respectively. Behind these decisions stood both the current
annual inflation readings and those anticipated over the short term continuing to run
quasi-steadily below the lower bound of the variation band of the flat target18 and
below the previously-forecasted values (also under the impact of the marked decline in
the international oil price and the expansion of the agricultural product supply19), and
especially the renewed downward adjustment of the annual inflation path forecasted
in the medium run, which remained, in the context of the quarterly projection updated
in November 2014, shy of the midpoint of the target throughout the policy-relevant
horizon. The same as in the previous forecasting round, the change in the inflation
outlook was primarily ascribable to its core component, whose performance reflected
the direct/indirect effects of the decline in the anticipated values of inflation rate in the
euro area and other EU countries and, particularly, the stronger disinflationary impact
assumed to be exerted by the fundamental factors of the adjusted CORE2 inflation,
against the background of a steeper downward correction of inflation expectations
and amid the increase in the forecasted values of the aggregate demand deficit, which
were seen, however, to revert to a narrowing trend in early 2015. The major premises
and assumptions underlying such a pattern of the negative output gap were, on the
one hand, the lower-than-expected economic growth in the first part of 2014
(with the annual GDP dynamics slowing to 1.2 percent in Q2 from 3.9 percent a quarter
earlier, owing mainly to the deceleration in the growth rate of domestic demand,
largely brought about by the significant decline in investment demand) and, on the
other hand, the gradual resumption of
percent p.a.
a slightly countercyclical stance of the
12
fiscal policy and the maintenance of
10
stimulative real monetary conditions,
8
associated with a relative improvement
6
in the monetary transmission
4
mechanism.
2
The major driver of this improvement
was the proper functioning of the
policy rate pass-through during 2014.
Specifically, the successive monetary
policy rate cuts conducted by the

18

With the exception of September, when the 12-month inflation rate advanced to 1.54 percent, amid the fading of the
statistical effects of the 2013 VAT rate cut on some bakery products.

19

On account of the bumper crop in 2014 and the increase in exports to the Romanian market of fruit and vegetables from
certain European countries hit by Russia’s ban on imported food from the EU.
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NBR, while lowering the minimum reserve requirements ratio on leu-denominated
liabilities of credit institutions and preserving the adequate management of liquidity
on the interbank money market, led to the decline in interest rates on new loans and
new time deposits to historical lows (Chart 1.2). Against this backdrop, the interest
rate differential between new loans in domestic currency and those in euro continued
to narrow across all customer and product categories and even became favourable
to the leu-denominated component in the case of new housing loans starting
2014 H2. At the same time, the restoration of demand for loans was further dampened
by: (i) the slow-in-coming improvement in the confidence of the private sector and
its expectations on the future economic and financial situation, especially in the first
part of the year20; (ii) the still high indebtedness of certain categories of borrowers,
as well as by (iii) the protracted balance sheet adjustment in the non-banking sector.
In turn, credit supply was further influenced by the still high risk that banks associated
with some types of borrowers, by credit institutions’ balance sheet restructuring (also
amid the ongoing cross-border deleveraging and recapitalisation efforts by parents
banks), as well as the persistently high level of non-performing loans21. However, a
relative easing of constraints on credit supply, conducive to the further enhancement
of monetary transmission, became more visible in the latter half of the year, in the
context of stepped-up operations to remove NPLs from banks’ balance sheets and the
improvement, also against this background, of the loan-to-deposit ratio (which shrank
to 90.5 percent from 101.3 percent in December 2013).
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Looking at credit to the private sector, these influences22 translated into a wider
divergence between the upward path of the dynamics of leu-denominated loans
(7.0 percent23 versus -0.8 percent at
real annual percentage change
10
end-2013; Chart 1.3) and the decline
in the rate of change of the foreign
5
currency component (-10.5 percent in
0
December 2014 from -6.9 percent at
end-2013, based on readings expressed
-5
in euro) – a context in which the latter’s
-10
share in total dropped to a six-year low.
-15
Nevertheless, the dynamics of total
credit to the private sector stayed in
negative territory, as the recovery trend
total
lei
foreign currency
manifest in the first part of the year
Source: NIS, NBR
(-2.0 percent in April 2014 against
-4.7 percent in December 2013) – in line with prevailing developments both regionally
and in the euro area – was followed by a loss of momentum (-4.1 percent in December
2014), which was however ascribable solely to the sale of NPLs.

Chart 1.3
Credit to the private sector
by currency
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20

According to the successive issues of the DG ECFIN survey.

21

Against this background, the successive issues of the Bank Lending Survey conducted by the NBR pointed to modest and
isolated adjustments of lending conditions; credit standards were eased on two occasions (in Q3 for corporate loans and in
Q1 for housing loans), with their degree of restrictiveness remaining high from a historical perspective. Demand for loans
fluctuated, the only segment that witnessed a rebound being housing loans.

22

To which added the impact of the measures taken by the central bank during 2011-2012 for protecting unhedged borrowers
(and hence complying with the relevant ESRB recommendations), as well as of the “First Home” programme exclusively in
domestic currency starting August 2013.

23

Unless otherwise specified, indicators are calculated as annual changes expressed in real terms.
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Behind the advance recorded by the domestic currency component stood mainly
household loans, with a pace of increase of 15.0 percent in December 2014 versus
-0.8 percent in the same year-earlier period, the major contribution coming from
leu-denominated housing loans, whose outstanding amount almost trebled and
accounted for 21.0 percent of the overall value of housing loans, as compared to
8.5 percent in 2013. Domestic currency credit to non-financial corporations also
rose – albeit at a slower and faltering pace (1.4 percent in December 2014 from
6.3 percent in July 2014 and -1.2 percent at end-2013) – on the back of long-term
loans. Conversely, loans to households and those to non-financial corporations24
had similar roles in the more negative readings posted by the dynamics of the
foreign currency component of private sector credit, with annual rates of decline
of -9.7 percent and -12.5 percent respectively in December 2014 against -3.3 percent
and -10.6 percent respectively at end-2013.
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Looking at the bank deposits of the main customer categories (including those with a
maturity of over two years outside broad money), they witnessed an overall structural
change (i.e. the larger share of overnight deposits to the detriment of time deposits),
against the backdrop of mixed
real annual percentage change
lei billion
100
12
developments in terms of dynamics.
10
80
In particular, household deposits
8
rose at a faster pace (5.5 percent in
60
6
December 2014 versus 4.5 percent in
40
4
the same year-earlier period; Chart 1.4),
20
2
yet their growth trajectory witnessed
0
0
fluctuations, prompted on one hand
-2
-20
by the stepped-up increase in wage
earnings25 and the larger amounts
lei
foreign currency
earmarked for recipients of EU funds
total deposits (rhs)
and, on the other hand, by the stronger
Source: NIS, NBR
consumption of goods and services
(implying a rise in demand for cash as well) and by households’ shift towards other
types of financial assets (particularly shares issued by investment funds), amid the
gradual reduction in the remuneration of new time deposits. Under the influence of
these factors, household overnight deposits expanded at a swifter rate, especially in
the latter part of the year under review (21.8 percent in December 2014 from 8.9 percent
at end-2013), whereas the annual dynamics of this sector’s time deposits fell slightly,
but remained in positive territory (1.5 percent against 3.5 percent in December 2013).
Total deposits of non-financial corporations witnessed a fluctuating and uneven rate
of change, which embarked on a downtrend for most of 2014 and reached 5.6 percent
in October, from 13.9 percent at end-2013, before advancing to 12.7 percent. These
developments reflected, aside from the modest dynamics of private sector credit, the
budget execution pattern26 and that of disbursements related to EU funds, as well as
corporate portfolio shifts towards other types of financial instruments.

Chart 1.4
Household deposits
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24

Short-term loans being most heavily impacted.

25

Also on account of the ahead-of-schedule payment in December 2014, of the tranche for 2015 pertaining to the salary
rights awarded in court to budgetary sector employees.

26

January through October 2014, the general government budget posted a surplus of 0.3 percent of GDP, compared to a
1.2 percent deficit in the same year-earlier period, while the budget execution ended the year on a deficit of 1.9 percent of GDP.
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Under the circumstances, the annual growth rate of broad money (M3) accelerated
further in the early months of the year under review (9.5 percent in February 2014
versus 7.1 percent in December 2013),
real annual percentage change
before posting a decline (3.2 percent
20
in October), followed by a renewed
15
pick-up (7.5 percent at end-2014;
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5
Chart 1.5). Unlike the previous year,
0
the increase in liquidity economy-wide
-5
was supported by the leu-denominated
-10
component, with currency and
overnight deposits playing the leading
role, reflecting the stronger money
M3
currency in circulation
demand for current transactions, in
overnight deposits
correlation with the evolution of
time deposits with a maturity of up to 2 years
economic activity. Hence, the pace of
Source: NIS, NBR
increase of narrow money remained
on an overall upward path (17.2 percent in December 2014 from 11.0 percent at end2013), whereas the rate of change of time deposits with a maturity of up to two years
witnessed an almost steady fall, to stand at 0.6 percent in the closing month of the
reported period against 4.5 percent in December 2013. From the perspective of broad
money counterparts, the faster year-on-year M3 growth rate was primarily ascribable
to the dynamics of net foreign assets, spurred by the larger amounts from EU funds,
which more than offset the negative contributions of credit to the private sector and
public sector net credit.

Chart 1.5
Main broad money components

2. Use of monetary policy instruments
A key feature of 2014 was the unprecedented step-up in the adjustment process of
the NBR’s main monetary policy tools, including from the perspective of gradually
bringing them into line with the relevant standards of the European Central Bank and
of other EU central banks. The central bank’s active stance materialised in lowering
the monetary policy rate in successive steps – while also launching a process of
progressive narrowing of the symmetrical corridor defined by interest rates on the
NBR’s standing facilities around the policy rate –, as well as in cutting the minimum
reserve requirement ratios on credit institutions’ domestic and foreign currencydenominated liabilities respectively. The timeliness of and the need for the adopted
measures stemmed from the key features and developments of the environment in
which monetary policy was implemented, namely:
(i)

the annual inflation rate falling below the lower bound of the variation band of
the flat target and remaining there afterwards, as well as the successive downward
revisions of its forecasted path;

(ii) the relative improvement in the monetary policy transmission mechanism, given that
the influence of several factors depressing both credit demand and supply27, albeit
27
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Likely to counter the impact exerted on economic activity by the lower lending rates on business to non-bank customers via
the traditional channels of the monetary policy transmission mechanism (the interest rate and credit channels), except for
the influence exerted via the balance sheet effect.
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still manifest, has weakened; against this backdrop, leu-denominated credit to the
private sector has grown at a faster annual pace, accompanied by a steeper decline of
the foreign currency component;
(iii) the narrowing trend of the structural liquidity surplus in the banking system for most
of the year under review, largely reflecting the influence of the general government
budget execution pattern and the characteristics of public debt financing/refinancing.
In this context, credit institutions’ net liquidity position generally posted a surplus,
despite temporary negative values;
(iv) the relative tranquillity in international financial markets, interrupted by short-lived
spikes in global risk aversion and volatility. Worth mentioning are the episodes that
occurred in early 2014 (on account of the worsening investor sentiment vis-à-vis
emerging financial markets, amid heightened tensions in Turkey and Ukraine) and in
the first part of Q4 respectively (under the influence of higher downside risks to euro
area growth, owing also to elevated geopolitical risks). Equally significant in terms of
developments in the external environment were the accommodative monetary policy
stance maintained by the major central banks and even further easing steps taken by
the ECB and other NCBs in the EU;
(v) the improvement in the outlook for Romania’s sovereign rating by Moody’s and the
upgrade to investment grade by Standard & Poor’s, along with JP Morgan’s decisions to
include Romania’s sovereign bonds into its GBI-EM Global Diversified Investment Grade
index and to add a new series of domestic bonds to its GBI-EM index, all of which
fostered non-resident investors’ demand for leu-denominated government securities.
Under the circumstances, the successive downward adjustments of the monetary
policy rate – which played the key role in properly adjusting real broad monetary
conditions in the context of the overall monetary policy goal in 2014 – were
accompanied starting September by the gradual narrowing of the symmetrical
corridor defined by interest rates on the NBR’s standing facilities around the policy
rate, from ±3 percentage points to ±2.25 percentage points in January 2015. The
steps taken to narrow the corridor, launched once the monetary policy rate had been
lowered to 3.0 percent and in view of the potentially ongoing rate-cutting cycle, were
aimed at reducing interbank money market rate volatility and strengthening the
signalling role of the policy rate, also amid the prospective widening of the structural
liquidity surplus in the banking system, primarily on account of Treasury operations
associated with the use of EU funds.
Moreover, capitalising on the window of opportunity provided by the favourable
macroeconomic and financial conditions, during the period under review the NBR
implemented several cuts in the minimum reserve requirement ratios on credit
institutions’ domestic and foreign currency-denominated liabilities respectively.
Specifically, the minimum reserve requirement ratio on leu-denominated liabilities
was lowered to 10 percent from 12 percent in the NBR Board meeting of September
2014, while that on foreign currency-denominated liabilities was diminished by
2 percentage points in each of the July and November meetings, to stand at
14 percent. Both measures were aimed at ensuring further harmonisation of the
required reserve mechanism with the relevant standards and practices of the ECB
and of the major NCBs in the EU, although the former was primarily geared towards
supporting the sustainable revival of lending.
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In addition, the NBR steadily pursued adequate liquidity management in the banking
system throughout 2014. By taking this approach, prompted inter alia by the
relative moderation of the risks to the exchange rate behaviour posed by external
developments during the reported period, the central bank aimed to strengthen the
impulse and signal of the monetary policy rate cuts, given that a number of factors
further dampened the improvement in credit demand and in the lending conditions.
The set of instruments used was tailored to the evolution of credit institutions’ net
liquidity position.
In particular, the widening trend that the net liquidity surplus had embarked upon
in the closing months of 2013 – mainly under the impact of injections generated
by Treasury operations, associated with the use of amounts from the MPF’s foreign
currency-denominated account with the NBR – was brought to a halt towards
end-January 2014 by the abrupt reversal of the joint impact of autonomous liquidity
factors. Following this adjustment, credit institutions’ net liquidity position generally
remained in positive territory, except for the reserve maintenance periods that ended
at the onset of Q2 and Q4, when temporary liquidity shortfalls emerged. By contrast,
in the final two months of 2014, the significant rise in Treasury injections contributed,
alongside the cut in the minimum reserve requirement ratio on credit institutions’
leu-denominated liabilities28, to a spike in excess liquidity.
Under the circumstances, for most of 2014 the central bank mopped up the liquidity
surplus via the deposit facility, while during the periods with temporary liquidity
shortfalls banks’ demand for reserves was accommodated through one-week repos
conducted via fixed-rate tenders with full allotment29.
Following the relative tightening of liquidity conditions at the beginning of the year
under review, brought about by the reversal of the impact of autonomous factors,
overnight rates on the interbank money market went up at end-January, thus nearing
the monetary policy rate again and remaining in its vicinity throughout February.
March through October, overnight rates generally ran in the lower half of the corridor
defined by interest rates on the central bank’s standing facilities around the policy
rate, returning temporarily (in April and in September-October) close to the monetary
policy rate. Afterwards, amid the considerable widening of the liquidity surplus,
ON rates stabilised at values in the immediate vicinity of the deposit facility rate.
Over the reported period as a whole, these rates tended to reduce their volatility, also
as an effect of the gradual narrowing of the interest rate corridor.
Longer-term (3M-12M) ROBOR rates, relevant for setting lending rates on business to
non-bank customers, followed a quasi-steadily downward trend during 2014
(Chart 1.6), reflecting the successive policy rate cuts, the corresponding revision of
credit institutions’ expectations of the future path of the monetary policy rate, as well
as the loose liquidity conditions prevailing over most of the reported period. The
downtrend witnessed only temporary intermissions during the episodes of liquidity
shortfalls; however, the fluctuations recorded against this background were of a lower
magnitude than those of overnight rates, given the lower sensitivity to changes in
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Starting with the 24 October – 23 November 2014 maintenance period.

29

Carried out in April, September and October.
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Monetary policy rate
and ROBOR rates

liquidity conditions. As a result of
these developments, average ROBOR
rates hit successive historical lows,
standing in December at 1.69 percent
for the 3M maturity, 2.00 percent (6M),
and 2.02 percent (12 M) respectively;
these levels stood below the end-2013
ones by values ranging between
0.89 percentage points (3M ROBOR) and
1.24 percentage points (12M ROBOR).

The downward trajectory of interbank
money market rates fed through to
lending rates on new business to non-bank customers, which also reached successive
historical lows during 2014 for both households and non-financial corporations.
Specifically, the average lending rate on new business to households shed
1.78 percentage points to 7.27 percent, reflecting the lower interest rates on both
housing loans (down 0.79 percentage points to 4.63 percent) and consumer credit
(down 0.84 percentage points to 9.90 percent), along with the larger share held
by the former in total credit as a result of the “First Home” programme. In turn, the
average lending rate on new business to non-financial corporations went down
0.97 percentage points to 5.87 percent. The interest rate on loans up to EUR 1 million
equivalent witnessed a more sizeable reduction of 1.65 percentage points, to
6.10 percent, while that on loans above EUR 1 million equivalent edged down
0.44 percentage points to 5.48 percent.
The yields on leu-denominated government securities also dropped significantly,
despite posting uneven developments during the year under review. Thus, they
returned to higher readings in the closing part of January and in February, owing to
the relative tightening (temporary in nature) of liquidity conditions on the interbank
money market and to the growing tensions that rocked some emerging markets in
that period and that spilled, to a certain extent, over to the financial markets in the
region, the local one included. The yields re-embarked thereafter on a downward
trend that extended into August, also under the favourable influence of the decisions
taken at the time by Moody’s and Standard & Poor’s rating agencies, as well as of the
JP Morgan announcements on Romanian government bonds. The downtrend was
brought to a halt by a short-lived spike triggered mainly by the temporary worsening
of international financial market sentiment, but resumed in October, amid the easing
of liquidity conditions and the downward adjustment of inflation expectations
(and hence of the expected policy rate path). In line with all these developments,
the monthly average readings of government security reference rates also hit new
historical lows in December30.

30
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The bid-ask average rates for the 6-month, 12-month, 3-year, 5-year and 10-year maturities came in at 1.49 percent,
1.60 percent, 2.29 percent, 2.64 percent and 3.65 percent respectively. They fell from end-2013 by values ranging between
1.33 percentage points for the 3-month maturity and 2.07 percentage points on 5-year securities.
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3. Policy outlook
The monetary policy pursued by the National Bank of Romania will remain firmly
geared towards ensuring and preserving price stability over the medium term, in
line with the flat inflation target of 2.5 percent ±1 percentage point, thus marking
the best contribution that it can bring to sustainable economic growth. Moreover,
over the longer horizon, the central bank’s policy will further aim to bring down and
consolidate the annual inflation rate at levels compatible with the ECB’s quantitative
definition of price stability.
From this perspective, given the specific context of the early months of 2015, the NBR
continued to gradually adjust its monetary policy stance. Specifically, the monetary
authority extended both the rate cutting cycle – lowering the monetary policy rate
by 0.25 percentage points in each of the February, March and May Board meetings,
thus bringing it down to 1.75 percent31 – and the narrowing trend of the symmetrical
corridor defined by interest rates on the NBR’s standing facilities around the policy
rate (from ±2.25 percentage points to ±1.5 percentage points), while maintaining
adequate liquidity management in the banking system. Moreover, in May 2015, the
central bank lowered the minimum reserve requirement ratio on credit institutions’
leu-denominated liabilities by another 2 percentage points, to 8.0 percent.
The NBR’s approach was warranted by the fall in the annual inflation rate in 2014 Q432
and in the early months of 2015 increasingly below the lower bound of the variation
band of the flat target (February 2015 saw a new historical low33 of 0.4 percent), as
well as by the prospects for it to stay below the midpoint of the flat target in the
medium term. This outlook was highlighted during the February projection round
and consolidated in the following quarterly forecast exercise (May 2015), which
showed a markedly downward adjustment in the anticipated trajectory of the annual
inflation rate, mainly ascribable to incorporating the expected impact of broadening
the scope of the lower VAT rate to all food items, non-alcoholic beverages and public
ood services as of 1 June 201534. Against this background, the annual inflation rate
was expected to fall steeply at end-Q2 and hence to enter negative territory and
stay therein for almost 12 months. Furthermore, after the fading out of the impact
generated by the pass-through of the VAT rate cut, the 12-month inflation rate was
seen staying at values considerably lower than previously forecasted and posting a
lasting return to the lower half of the variation band of the flat target no sooner than
2016 Q4 to reach 1.9 percent in December35, amid the anticipation of lagged effects
of the decline in food prices36. Against this backdrop, the expected path of the annual
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31

The series of cuts implemented during the past ten months thus cumulated 1.75 percentage points.

32

The 12-month inflation rate came in at 0.83 percent in December, its 2014 average thus standing at a 25-year low of
1.1 percent.

33

In the past 25 years.

34

Following the implementation of this measure, taken on 7 April, the VAT rate went down from 24 percent to 9 percent for
those goods and services whose prices account for 81 percent of the prices of the “food items, non-alcoholic beverages and
public food services” category in the CPI basket.

35

The baseline scenario of the previous medium-term forecast (February 2015) placed the annual CPI inflation rate at
2.1 percent at end-2015 and at 2.4 percent at end-2016.

36

Reflecting these developments, the average annual inflation rate was expected to fall to 0 percent and 0.8 percent
respectively for 2015 and 2016 (from 0.8 percent and 2.3 percent in the previous projection).
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adjusted CORE2 inflation rate posted an even more substantial downward shift. Apart
from the temporary effects exerted by the VAT rate cut – this inflation component
being more strongly affected by this measure37,38–, the forecasted pattern of the
adjusted CORE2 inflation also reflected the influence of the readjustment of inflation
expectations at lower values, as well as the impact of the reduction in the anticipated
dynamics of import prices caused by the further downward revision of forecasted
inflation in the euro area/EU, alongside the expected evolution of the leu exchange rate.
All these more than offset the opposite impact on the future core inflation behaviour
exerted by the faster narrowing and then the closing of the projected negative
output gap towards end-2016. Underlying the expected developments of the output
gap were the following assumptions: further stimulative real monetary conditions,
associated with a relative improvement in the monetary policy transmission
mechanism, the increase in household real disposable income, also as a result of the
VAT rate cut for food items, the fiscal policy reverting to a slightly counter-cyclical
stance, as well as the consolidation of economic recovery in the euro area/EU.
Over the period ahead, including the longer-term horizon, the NBR will further gear
monetary policy towards ensuring price stability in the medium term, via the solid
anchoring of inflation expectations and in a manner supportive of economic growth –
also by restoring confidence and reinvigorating lending –, while maintaining its time
consistency and synchronising it with the monetary policy cycles of central banks in
the region and in the euro area.
Both in the short run and over the longer horizon, the pace and magnitude of future
adjustments in the monetary policy toolkit, in the context of ensuring adequate real
broad monetary conditions, an appropriate monetary policy stance included, will be
calibrated primarily in line with the nature/intensity of the pressures stemming from
the cyclical position of the economy – amid anticipating a faster narrowing and a
swifter closing of the negative output gap –, as well as with the behaviour of inflation
expectations over the medium term, including the potential risks thereto generated
by any domestic and/or external shocks. The uncertainties and the configuration
of the balance of risks to the inflation forecast, including the likelihood of their
materialisation, will further play a major role in the analyses underlying monetary
policy decisions. Particularly relevant at the current juncture are the uncertainties
and risks related to the future fiscal policy stance and to the medium-term inflation
outlook arising from the draft of the new Tax Code39. In addition, the pace of
improvement in the monetary policy transmission mechanism, and hence in lending
to the private sector and in economic agents’ saving/investment behaviour, will be
duly considered when policy decisions are taken.

NATIONAL BANK OF ROMANIA

37

While the direct impact of this measure was even more strongly felt by the VFE component, its contribution to the change in
the headline inflation outlook was, however, considerably lower, given its significantly smaller share in the CPI basket.

38

Also as a result of the large share (about 42 percent) held in the adjusted CORE2 index by the prices of goods and services to
be impacted by the VAT rate cut.

39

The initial draft of the new Tax Code contains multiple fiscal easing measures, the most significant including: (i) the cut in
the standard VAT rate by 4 percentage points as of 1 January 2016 and by another 2 percentage points starting 1 January
2018; (ii) the diminution of excise duties on the main energy products as of 1 January 2016; (iii) the reduction of excise
duties on alcohol and alcoholic beverages, as well as the removal of the excise on coffee as of 1 January 2016; (iv) the
elimination of the tax on special constructions as of 1 January 2016; (v) the cut in the personal and corporate income tax as
of 1 January 2019; (vi) the lowering of the social security contribution rates for both employees and employers as of
1 January 2018.
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Furthermore, the NBR will continue to tailor the features of some components
of the monetary policy operational framework to the prevailing macroeconomic
developments and to the specific functioning of different financial market segments,
so as to enhance the degree of harmonisation of these instruments with the relevant
standards and practices of the ECB and of the major central banks in the EU Member
States, and especially to consolidate the transmission of the monetary policy rate
signal and hence support the sustainable revival of lending. This is expected to be
further underpinned by (i) the narrowing/closing trend of the interest-rate differential
between leu- and euro-denominated new loans; (ii) the adoption, in 2011 and 2012,
of the NBR’s set of prudential measures40 aimed at fostering lending in domestic
currency to the detriment of forex credit, as well as by (iii) the favourable effects
on credit supply following the improvement in bank asset quality, the fall in the
loan-to-deposit ratio below 100 percent, and the launch of programmes meant
to support lending to SMEs and households. The sustainable resumption of the
uptrend in the real annual dynamics of total credit to the private sector and hence
their return into positive territory – implying that the expansion of leu-denominated
loans considerably outpaces the rate at which the forex component will continue
to decline41 – are conditional, at the current juncture, on the further improvement
in private sector confidence and expectations vis-à-vis the outlook for the domestic
economy, as well as in households’ and companies’ borrowing capacity, along with the
easing of the constraints exerted on credit supply by credit institutions’ balance sheet
adjustment process and by the still high risk associated by banks with certain debtor
categories.
The viability and effectiveness of such a monetary policy configuration further hinge
on the characteristics of the fiscal policy, structural reforms and of EU fund raising.
Pursuing and fulfilling the specific objectives agreed on with the EU, IMF and World
Bank, and implicitly preserving the macroeconomic policy mix coherence and
enhancing the growth potential of the economy, are of the essence for a sustainable
and lasting economic growth.
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With a view to capping the growth in forex loans to households and other non-financial entities.

41

Also taking into account the contractionary impact exerted on the stock of loans by the ongoing clean-up of credit
institutions’ balance sheets (via disposal of claims/debt cancellation).
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Chapter 2
Financial stability
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1. The NBR’s role in implementing macroprudential policy
Apart from revealing how certain idiosyncratic shocks to the financial sector may
affect the macroeconomic balance as well as how large the impact may be, the recent
international financial crisis has demonstrated the limited efficiency of instruments
available to the authorities in charge of supervising the financial system for
managing systemic risk. In this context, following the reassessment by policymakers
and members of academic circles of the manner in which the financial stability
objective can be effectively pursued, the need to define a stand-alone policy, i.e. the
macroprudential policy, became increasingly clear.
At EU level, the European Systemic Risk Board (ESRB) is the institution responsible for
the macroprudential oversight of the financial system, contributing to the prevention
and mitigation of systemic risks to financial stability, by issuing warnings and
recommendations. In 2013, the ESRB issued a recommendation on the definition of the
macroprudential policy framework1 concerning all EU Member States. Having regard
to that recommendation, the relevant macroprudential authorities in the respective
countries are required to establish the intermediate objectives and the macroprudential
instruments that are under their direct control or recommendation powers.
In Romania, having regard to the draft law on the macroprudential supervision of the
national financial system, the National Committee for Macroprudential Oversight is
mandated to coordinate macroprudential oversight of the national financial system
by defining macroprudential policy and determining the appropriate instruments
for its implementation. Until this inter-institutional body starts coordinating
macroprudential oversight, the recommendations and advisory opinions are adopted
by the National Committee for Financial Stability (NCFS), based on a cooperation
agreement between the National Bank of Romania, the Financial Supervisory
Authority and the Ministry of Public Finance2.
The National Bank of Romania, in its capacity as competent authority in the
field of macroprudential supervision, is responsible for defining the elements of
macroprudential policy strategy corresponding to its scope of competence. In this
capacity, the NBR focused on monitoring and achieving five intermediate objectives:
(i) to mitigate and prevent excessive credit growth and leverage; (ii) to mitigate and
prevent excessive maturity mismatch and market illiquidity; (iii) to limit direct and
indirect exposure concentrations; (iv) to limit the systemic impact of misaligned
incentives with a view to reducing the moral hazard, and (v) to strengthen the
resilience of financial infrastructures.
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1

Recommendation of the European Systemic Risk Board of 4 April 2013 on intermediate objectives and instruments of
macro-prudential policy (ESRB/2013/1).

2

Article X of Government Emergency Ordinance No. 113/2013 setting some budgetary measures and amending and
supplementing Government Emergency Ordinance No. 99/2006 on credit institutions and capital adequacy, as amended
and supplemented by Law No. 227/2007, as further amended and supplemented.
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The central bank has ten years’ experience in using macroprudential instruments
applicable to borrowers, such as debt service-to-income (DSTI) and loan-to-value
(LTV). As of 2003, the NBR adopted measures setting forth maximum DSTI and LTV
ratios for household loans, justified by the need to set up a minimum prudence
in lending, in the context of the high degree of “euroisation” of the economy and
the large foreign capital inflows. The NBR took an active approach, the regulations
governing the implementation of such instruments being subject to amendments
since they were first applied up to present. The amendments referred to the manner
of defining instruments, as well as to the institutional coverage. The instruments
proved relatively effective, particularly in the longer run, in containing excessive
credit growth and improving borrowers and creditors’ capacity to withstand possibly
adverse financial developments, which advocates for maintaining prudential levels
of these indicators. The active macroprudential policy pursued by the NBR is also
highlighted by the measures taken to contain foreign currency lending, many of
them being implemented before the ESRB issued the recommendation on the risks
associated with lending in foreign currencies3.
At present, the measures adopted by the NBR in order to meet the assumed
intermediate macroprudential objectives are: (i) requirements for banks to calculate
maximum indebtedness ratios (DSTI) based on adverse scenarios concerning currency
risk, interest rate risk and income risk; (ii) explicit limits for the LTV ratio differentiated
by loan destination and currency; (iii) restrictions on maturities of consumer loans to
households; (iv) requirements for banks to use tighter conditions for foreign currency
loans to unhedged non-financial corporations; (v) stricter risk weights in the case of
real-estate collateralised loans. Other significant macroprudential measures adopted
by the NBR are: (i) the countercyclical capital buffer, which the central bank decided
not to activate4; the instrument is set to become operational in 2015 in order to allow
the close monitoring of risks and to be applied whenever necessary and (ii) systemic
risk buffer – established at 0 percent as of 1 January 20145, given the substantial
capital reserves in banks’ balance sheets, as a result of the NBR’s resort to the national
regulatory instruments, taking account of the flexibility provided by the CRD IV/CRR
legislative package, via the continued application of prudential filters.

2. Main assessments on financial stability
Macroeconomic environment
In 2014, the international economic and financial environment posed two major
challenges to financial stability in Romania: (i) the renewed turbulences on financial
markets and the increased volatility of capital flows, as a result of the worsening
situation in Greece and the aggravating Ukraine conflict and (ii) the persistently
modest economic growth pace reported by Romania’s major trading partners.
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3

Recommendation of the European Systemic Risk Board of 21 September 2011 on lending in foreign currencies (ESRB/2011/1).

4

NBR Order No. 7/2013 (Article 1, letter a).

5

NBR Order No. 7/2013 (Article 1, letter b).
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The temporary volatility episodes manifest on international financial markets in
January 2014 (Turkey), June 2014 (Bulgaria), and in the period starting from
March 2014 (Ukraine) and December 2014 (Greece) had marginal effects on the
financial system in Romania.
The NBR closely monitors the domestic and external economic and financial
developments in order to ensure the necessary measures for maintaining the
resilience of the financial sector, also by keeping prudential indicators at adequate
levels. The risks associated with domestic macroeconomic developments stayed on a
downward trend in 2014, amid a relatively fast-paced economic growth (2.8 percent)
– which placed Romania among the first EU countries – and a prudent fiscal policy
stance (budget deficit-to-GDP ratio of 1.5 percent). These positive developments
should be backed by a consistent policy mix, in line with the economic reforms
assumed towards the EU via the National Reform Programme, as well as via the
financial assistance arrangements signed with the EU, IMF and World Bank.
The external imbalance, which was a significant vulnerability to financial stability in
Romania at the outbreak of the international financial crisis, narrowed further to reach
a benign level. Specifically, the current account deficit dropped to 0.4 percent of GDP
in 2014. Romania’s external debt stock contracted by another 3.8 percent to
EUR 94.3 billion in December 2014. At microeconomic level, a future challenge is that
foreign trade companies make a higher recourse to funding by the domestic banking
sector, and the firms generating the country’s private external debt have a more
balanced indebtedness composition by resident and non-resident creditor.
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Chart 2.1
Funding from parent banks
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The Romanian banking sector’s reliance
on external financing continued to
diminish in 2014, the cross-border
deleveraging stepping up over the
year, yet further unfolding in an orderly
manner. The exposure of parent
banks to their subsidiaries in Romania
decreased by about 16 percent in 2014
(Chart 2.1).

Conversely, domestic deposits stayed
on an upward course (+7.3 percent,
real change). This development,
corroborated with the contraction in loans to the private sector (-4.1 percent),
led to a further decline in the loan-to-deposit ratio down to a level that no longer
generates pressures from a macroprudential standpoint (90.5 percent at end-2014).
The loan to deposit ratio in foreign currency narrowed to 154.1 percent, whereas the
corresponding ratio in lei was similar to that recorded at end-2013, i.e. 59 percent.
amounts
index, March 2009=100 (rhs)

Deleveraging is expected to be also manifest in the near run, given that the European
credit institutions are undergoing the adjustment of business models, as well as of
own balance sheets in order to meet the new prudential requirements stipulated
by the CRD IV/CRR legislative package. At the same time, the effect on lending to

NATIONAL BANK OF ROMANIA

49

Annual Report ▪ 2014

the domestic real sector will most likely be relatively low, as banks have appropriate
resources to foster financing. In addition, the eligible credit demand has a potential
insufficiently capitalised on in what concerns loans to non-financial corporations.
In 2014, the corporate sector reported favourable results in terms of financial stability
risks. Specifically, return on equity rose from 8.4 percent to 11 percent during
December 2012 – December 2013 and to 13.9 percent in June 2014, while the level
of indebtedness improved marginally. Microeconomic developments remained
heterogeneous, as a large number of firms recorded negative net results (28 percent
of total companies in June 2014). Companies’ payment discipline improved, as firms’
overdue payments to suppliers and the government budget, as well as the volume of
major payment incidents declined from a year earlier. The quality of corporate loan
portfolio increased in the last months of 2014, amid banks’ keener efforts to clean
up their balance sheets, a trend that may also be manifest in the period ahead. In
addition, the probability of default for non-financial corporations decreased further
(to an estimated average of 5.6 percent in December 2014 versus 6.9 percent in
December 2013, according to the macroeconomic baseline scenario).
Households had a mixed influence on financial stability. On the one hand, the risks
arising from households’ balance sheets improved slightly in 2014. Households’ net
creditor position towards the financial system strengthened, and net wealth rose.
The rise in households’ income and the improved expectations on their financial
standing, along with the stronger propensity towards domestic currency loans, can
have a positive effect on the composition of household indebtedness. On the other
hand, households’ payment discipline continued to worsen, albeit at a slower pace
than in the previous period. The high indebtedness of this sector, although on a
slight decline, largely accounts for the lower payment capacity. The macroprudential
measures adopted by the NBR helped enhance borrowers’ resilience to negative
financial developments, these measures being subject to continued improvement,
based on the close monitoring of risks associated with lending to households.
Another category of financial stability risks which remained high in 2014 refers to the
banking sector’s exposures that are connected with housing market dynamics, given
that the direct and indirect exposure concentration is elevated. In recent years, the NBR
adopted additional measures to ensure that the real estate collateral value in banks’
portfolios reflects market value as accurately as possible and that negative housing
market developments are already reflected in credit institutions’ balance sheets by
way of appropriate provisioning. Considering the significant adjustment recorded
so far, the residential property market is unlikely to see a strong renewed decline, as
also reflected by banks’ expectations (according to the NBR’s Bank Lending Survey).
However, the sizeable lingering risks stemming from the real-estate sector could call
for additional macroprudential measures, in line with the ESRB recommendations.

Banking sector
The size of the Romanian banking sector remained relatively low as compared with
that of the other EU Member States. Specifically, financial intermediation, calculated
as the ratio of bank assets (gross value) to GDP (60.8 percent in 2014) stood further
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well below the EU-28 average, amid the sluggish lending activity. Banks with majority
foreign capital continued to dominate the Romanian banking market (more than
90 percent of gross assets at end-December 2014), the highest market shares being
held by credit institutions with majority Austrian, French and Greek capital (36.7 percent,
13.3 percent and 12.4 percent respectively).
At aggregate level, the volume of bank assets (gross value) diminished by lei 3.4 billion
in 2014 to lei 405.3 billion. The dynamics were influenced by a small number of credit
institutions with foreign capital, which hold a significant market share in the domestic
banking sector. The balance sheet adjustments made by these banks in the context
of the need to improve their operational efficiency were wider than the organic
increases reported by other credit institutions, whose lending activity stepped up in
the reviewed period.
The breakdown by debtor shows that bank exposures to the government sector
rose across the banking sector: their share in total bank assets reached 21.1 percent
and was thus above the average recorded by EU credit institutions. In the period
ahead, these investments may appear less attractive, considering the gradual
implementation of a capital requirement for this category of exposures, as well as the
European Commission’s initiative6 concerning the regulatory treatment of sovereign
exposures, which will be excluded from the exceptions to large exposures regime and
the introduction of a capital requirement for concentration risk. Moreover, foreign
deposits with maturity of up to one year, held with euro area credit institutions
in particular, went up (from lei 12.1 billion in December 2013 to lei 19 billion in
December 2014), their share in total balance sheet assets remaining however
marginal (4.7 percent in December 2014, Table 2.1).
percent of total assets
Dec.
2010

Dec.
2011

Dec.
2012

Dec.
2013

Dec.
2014

Domestic assets, of which:

96.8

97.7

97.2

97.0

95.3

Claims on the NBR and credit institutions, of which:

16.5

15.3

13.4

14.9

13.1

14.2

13.7

11.9

12.9

11.6

70.1

74.5

75.2

73.2

73.2

15.7

17.7

19.5

19.7

21.1

Claims on the NBR
Claims on the domestic non-bank sector, of which:
Claims on the government sector
Claims on companies

27.9

30.3

30.0

28.2

26.9

Claims on households

26.5

26.5

25.8

25.3

25.2

Other assets

Table 2.1
Composition of credit
institutions’ assets*

Foreign assets

10.3

7.9

8.6

9.0

9.0

3.2

2.3

2.8

3.0

4.7

* based on aggregate monetary balance sheet data of credit institutions

The annual dynamics of loans to the private sector stayed in negative territory
(-4.1 percent in real terms, at end-2014), on the back of: (i) the protracted decline
in foreign currency-denominated loans to both main categories of borrowers, i.e.
households and non-financial corporations, which was manifest in most economies
of EU Member States; (ii) the operations to remove fully-provisioned non-performing
loans from balance sheets; (iii) the persistent shortfall in eligible credit demand.
6
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The ESRB report on the regulatory treatment of sovereign exposures, released on 10 March 2015.
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The recovery of domestic currency-denominated loans (from -0.8 percent to
7 percent, real changes) was eroded by the fast contraction in the stock of foreign
currency loans (which was more pronounced in 2014 H2, when the rates of decline
systematically exceeded 10 percent, based on the values expressed in euro).
The latter development was mainly attributed to: (i) the restrictive framework created
by the prudential regulations adopted by the central bank with regard to foreign
currency-denominated loans to unhedged borrowers (households and non-financial
corporations), in line with the ESRB recommendation on lending in foreign currencies
(ESRB/2011/1); (ii) the ongoing cross-border deleveraging, as reflected by the drop in
financing from parent banks to their subsidiaries in Romania; (iii) credit institutions’
tendency to reduce the currency mismatch between loans and deposits. Consequently,
the share of foreign currency-denominated loans in total credit to private sector shrank
further, reaching 56.4 percent at end-2014, a record low since 2008 Q4.
The analysis by institutional sector shows the slight drop in household loans
(-1.9 percent in December 2014, real annual change), given that the contraction in
foreign currency-denominated loans (-9.7 percent in December 2014, based on the
values expressed in euro), which was visible for all loan types, was largely offset by
the resumption of lending in domestic currency starting January 2014 (+15 percent
in December 2014), amid the decline in average interest rates, the launch in August
2013 of the “First Home” government programme in local currency alone and the
slight easing of credit standards (also associated with some promotional offers).
The main contribution to the recovery of lending in domestic currency had the
expansion of housing loans (real increase of about 170 percent, a doubling of the
pace recorded in December 2013). However, mention should be made that these
dynamics incorporate a sizeable base effect (leu-denominated housing loans at
end-2013 stood over 10 times lower than foreign currency loans). The favourable
impact of housing loans was slightly dampened by the continued downtrend in
leu-denominated consumer credit and other loans. However, their decline slackened
during 2014 (to -2.3 percent on 31 December, less than half of the real contraction
seen at end-2013, Chart 2.2).
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Lending to non-financial corporations decreased markedly, reflecting a significant
lag relative to the business cycle stage. The annual dynamics of corporate loans
stayed in negative territory throughout 2014 (-6.9 percent in December 2014, real
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Chart 2.3
Loans to the private sector by
institutional sector

annual change, Chart 2.3), amid
the faster rate of decline of foreign
currency component (down to
-12.5 percent in December 2014,
based on the values expressed in
euro). Lending in domestic currency
exerted a positive, yet modest influence
(from -1.2 percent in December 2013
to 1.4 percent in December 2014, real
annual change).

These developments may be associated
with: (i) the high indebtedness of
certain categories of debtors and their efforts to adjust their balance sheets and
(ii) the large number of companies falling under the insolvency law.
Source: NIS, NBR

In 2014, lending to the private sector was under the joint influence of supply- and
demand-side factors, with signs of expansion in bank financing in the period
ahead (according to the NBR’s Bank Lending Survey). Specifically, in 2014 H2, credit
institutions pointed out that the tightening cycle of credit standards came to an
end. The NBR’s decisions to keep the policy rate on a downward trend and cut the
minimum reserve requirement ratios, corroborated with domestic banks initiating the
clean-up of their balance sheets, are likely to create the prerequisites for a sustainable
resumption of lending. Moreover, the increased pass-through to borrowers of the
drop in financing costs can contribute to the rebound in lending, particularly loans
to non-financial corporations7. Credit demand posted mixed developments of low
magnitude, without displaying a clearly visible trend for corporate lending and
household real-estate loans. Conversely, households’ interest in consumer loans saw
a certain recovery, yet the high indebtedness of this sector is not supportive of a
sustainable resumption of lending via this channel.
Romania has a significant financing potential insufficiently capitalised on, especially
in the sectors having a significant contribution to ensuring a sustainable long-term
increase (exporting companies and/or companies in high and medium-high technology
industries). Companies without loans from domestic and foreign financial institutions
accounted for 30 percent of Romania’s annual exports and ensured one third of the
gross value added generated by high and medium-high technology industries. In
addition, small- and medium-sized enterprises without loans made up 24 percent of
the gross value added generated by non-financial corporations and accounted for
35 percent of this sector’s employees (data available for December 2013).
Looking at financing sources across the banking sector, the highest share (over
52 percent) is held by highly stable components, i.e. household deposits (34.1 percent
of the aggregate balance sheet) – which were particularly made for precautionary
purposes – and permanent financing sources in the form of capital (18 percent).
7
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Firms indicated the high level of interest rates and commissions as the main obstacle in accessing finance from banks and/or
NBFIs, according to the “Survey on the access to finance of non-financial corporations in Romania and their capacity to
withstand adverse financial conditions”, December 2014.
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Foreign liabilities, although on a decline, further held a substantial share in balance
sheet liabilities (nearly 18 percent in December 2014, down 2.8 percentage points
from a year earlier; Table 2.2). Among them, deposits with maturities of over 2 years
remained prevalent (about 71 percent).
percent of total liablilities

Domestic liabilities, of which:
Interbank deposits
Government sector deposits

Table 2.2
Composition of credit
institutions’ liabilities*

Dec.
2010

Dec.
2011

Dec.
2012

Dec.
2013

Dec.
2014

73.2

73.5

76.8

79.5

82.3

3.4

3.4

4.6

2.3

1.5

1.7

1.4

1.3

1.3

1.5

Corporate deposits

19.0

19.0

18.5

21.0

23.5

Household deposits

27.0

28.7

30.2

31.7

34.1

Capital and reserves

14.2

16.2

18.0

19.4

18.0

Other liabilities

7.9

4.8

4.2

3.8

3.8

Foreign liabilities

26.8

26.5

23.2

20.5

17.7

* based on aggregate monetary balance sheet data of credit institutions

Despite credit institutions’ low deposit rates, the volume of domestic deposits
recorded positive annual dynamics throughout the period under review (7.3 percent
in December 2014, in real terms). Both leu- and foreign currency-denominated
deposits of households as well as of non-financial corporations witnessed favourable
developments, which were more pronounced for deposits in domestic currency.
Specifically, both household and corporate deposits in lei reported higher increases
(in real terms, i.e. 6.8 percent and 15.1 percent respectively), as compared with
foreign currency deposits (4.4 percent and 7.3 percent, respectively, based on the
values expressed in euro). In the case of non-financial corporations, the pick-up
in deposits was mainly triggered by the rise in the amounts from the government
budget representing VAT refunds and by funds raised through equity issuance.
As for households, the favourable evolution of deposits reflected the increase in the
minimum wage economy-wide, collected dividends and receipts from structural
funds channelled to agriculture. These developments pushed the share of
non-financial corporations’ deposits in deposits from residents slightly higher (from
32.8 percent in December 2013 to 34.5 percent in December 2014). Nevertheless,
household deposits further accounted for the largest share. In fact, the high
granularity given by this institutional sector continued to make local deposits
relatively stable and mitigate the potential vulnerability in banks’ asset finance
structure via the prevalence of short-term deposits (53.7 percent of total bank
liabilities in December 2014).
Starting with 2014, capital requirements fall under the provisions of the CRD IV/CRR8
legislative package, which is applicable to all EU Member States and which imposes
the following requirements on credit institutions: a) a Common Equity Tier 1 capital

8
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Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access to the activity of credit
institutions and the prudential supervision of credit institutions and investment firms, repealing Directives 2006/48/EC and
2006/49/EC and Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential
requirements for credit institutions and investment firms and amending Regulation (EU) No 648/2012.
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ratio of 4.5 percent9; b) a Tier 1 capital ratio of 6 percent10; c) a total capital ratio of
8 percent11. The new requirements will be implemented gradually by end-2018.
From this standpoint, the capitalisation of the Romanian banking system was further
comfortable. Specifically, the Common Equity Tier 1 capital ratio stood at 14.6 percent
at end-2014, a level similar to that recorded by Tier 1 capital ratio, whereas total
capital ratio equalled 17.6 percent in December 2014, up 2.1 percentage points from
a year earlier. Among the factors that contributed to this performance were: a) the
capital increases totalling about EUR 394 million in 2014 (new capital contribution
from shareholders); b) the 20 percent reduction in the volume of prudential filters12
deductible from own funds to calculate prudential indicators, regulated at national
level (in line with the calendar13 established by the national legislation in the
context of the gradual implementation of the new capital requirements applicable
to credit institutions based on the CRD IV/CRR European regulatory framework);
c) the further prudent approach to lending, with positive effects on the dynamics
of non-performing loans; d) the incorporation into capital of part of certain credit
institutions’ profit (tantamount to EUR 87 million).
The comfortable level of capital adequacy indicators shows the good quality of total
own funds of credit institutions in Romania, due to the prevalence of Common Equity
Tier 1 capital, which feature a high absorption capacity of potential losses arising from
banking activity (and which consist primarily of paid-up capital instruments, share
premiums, retained earnings, reserves, the fund for general banking risk). The gradual
phasing-out of prudential filters, taking account of the flexibility provided by the
CRD IV/CRR legislative package as a set of instruments available for the national
authorities in the transitory period until the complete implementation of the new
regulatory framework, will lead to the increase in the capital adequacy indicators in
the period ahead.
In 2014, the non-performing loan stock in banks’ balance sheets saw a sharp
contraction, as a result of the operations to directly reduce the value of uncollectible
loans that are covered to a large extent by adjustments for impairment, with these
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9

Common Equity Tier 1 capital ratio represents the Common Equity Tier 1 capital of the institution calculated as a percentage
of the total risk exposure amount. The indicator was introduced by the CRD IV/CRR legislative package.

10

Tier 1 capital ratio is the Tier 1 capital of the institution calculated as a percentage of the total risk exposure amount.

11

Total capital ratio represents the own funds of the institution calculated as a percentage of the total risk exposure amount.
The indicator is regulated by the CRD IV/CRR legislative package, being the equivalent of the solvency ratio regulated by the
Basel II framework, which was applicable to EU Member States by the end of 2013.

12

The most important prudential filter at national level is the positive difference between the provisions calculated in line
with prudential regulations and the impairment adjustments recognised based on the IFRS accounting standards for the
loans to non-bank clients assessed based on the standardised approach for the purpose of determining capital
requirements. Using prudential filters helps increase credit institutions’ capacity to absorb the potential losses from banking
activity.

13

The national regulations stipulate the decline in the volume of prudential filters for calculating own funds at a pace of
20 percent per year during 2014-2018. In 2014, credit institutions reported a volume of own funds reduced by 80 percent
of total prudential filters.
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operations being performed at the recommendation of the central bank14. Specifically,
the non-performing loan ratio15 shrank to 13.9 percent in December 2014.
The provisioning of non-performing loans is further high (69.9 percent in December
2014) and represents an important element for credit risk mitigation, covering the
expected losses in the context of low market values of real collateral. In addition,
the Romanian banking system has sizeable capital reserves for covering potential
unexpected losses that could be generated by macroeconomic shocks. The weak
lending activity resulted in a capital requirement significantly lower than that
recorded in case of maintaining a portfolio structure similar to that existing before the
fallout from the global financial crisis was manifest (the decline in the volume of loans
to non-financial corporations contributed to the drop in the ratio of risk-weighted
assets to total assets of credit institutions). Although desirable in terms of capital
adequacy indicators, this development is likely to worsen the medium- and long-term
profitability prospects.
The effort to clean up non-performing loans from balance sheets in 2014 H2 led to
aggregate net losses of lei 4.7 billion at end-2014, under the adverse impact of net
expenses for IFRS provisions16. This was caused by the prudent revaluation of the
recoverable collateral value of non-performing loans, rather than by a significant
worsening of loan portfolios. At end-2014, the operating profit of the banking sector
increased from a year earlier, as a result of the faster reduction in operating expenses
than that in operating income. Net interest income, the main component of operating
income (58.6 percent of total), contracted further as a result of the negative lending
dynamics, despite the impulse sent by the fall in funding costs in domestic currency
and the persistently low euro area interbank market rates. The negative impact on
operating income was alleviated by the slight rise in net income from commissions
(holding a share of nearly 21 percent) throughout the year. Further territorial network
rescaling and staff cuts resulted in lower operating expenses, with a positive impact
on operating profitability. Despite the historical aggregate loss, 16 out of the 40 credit
institutions conducting activity in Romania recorded net profit at end-2014.

Non-bank financial sector
The activity of non-bank financial institutions (NBFIs) saw a downturn in 2014, with
loans to both households and non-financial corporations being on a decline.
The adjustment of the currency composition of the loan portfolio, which was also
visible in the preceding year, went on in 2014, with the share of loans in local currency
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14

The NBR recommended commercial banks to accelerate the clean-up of their balance sheets, an essential prerequisite for
the sustainable resumption of lending. The central bank stated that credit institutions should draft their own accounting
policies for the operations to directly reduce the value of uncollectible loans that are fully or partly covered by adjustments
for impairment, which should be based on the generally accepted banking practices, the IFRS provisions and the
professional judgement, on condition that they are agreed with external auditors.

15

Non-performing loan ratio is calculated as a ratio of loans overdue for more than 90 days and/or in which case legal
proceedings were initiated to total classified loans. As of March 2014, the non-performing loan ratio is calculated for all
portfolios – loans for which capital requirements for credit risk are established according to the standardised approach or
the internal ratings-based approach.

16

Terminologically, the phrase “net expenses for IFRS provisions” corresponds to impairment expenses net of revenues used in
the International Financial Reporting Standards (IFRS).
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moving up. At year-end, the non-performing loan ratio stood at 22.3 percent, in
the context of maintaining a relatively stable stock of non-performing loans in the
balance sheet.
The insurance market posted a slight contraction in 2014, as a result of the decline in
the volume of gross premiums written for non-life insurance, despite the moderate
advance in life insurance. Insurance penetration as a share in GDP was 1.21 percent,
down from 1.29 percent in 2013 and 1.41 percent in 2012. The gross claims paid
by insurance companies posted developments similar to those of gross premiums
written, although they witnessed a sharper decrease. Consequently, the ratio of
gross claims paid and gross premiums written for non-life insurance stayed on the
downtrend visible over the past 5 years, indicating relatively lower pressures on the
profitability of companies in this insurance segment.
The private pension system is undergoing a sustained development process, with
total assets of private pension funds rising by 36.65 percent in 2014, due largely to
the collection of new contributions as well as to the growing number of participants,
while payments to pension beneficiaries are still at low levels. Private pension funds
further held a large share of government securities in their investment portfolio and
showed increased interest in the capital market, whereas the relative position of bank
deposits contracted by half.

Financial markets
The yields on government securities with 1Y residual maturity traded in the secondary
market stayed on the downtrend manifest in 2013, standing below 2 percent in
December 2014. Temporary spikes in yields occurred in 2014 Q1, in the context of the
aggravating Ukraine conflict, as well as at the end of 2014 Q3, on the back of higher
domestic interbank market rates. The maturity structure of government securities
issued on the primary market improved further in 2014, as the volume of issues with
maturities ranging between 1 and 3 years declined in favour of securities with longer
maturities.
The volume of transactions in government securities on the secondary market
remained at a high level in 2014 H1, subsequently returning to values similar to
those recorded a year earlier, whereas the share of securities held by non-residents
remained relatively stable during the reviewed period. The convergence of yields
on local government securities towards regional and European yields consolidated
during 2014, given that the spread between Romania’s 1Y government securities and
the regional sovereign paper was close to zero and the spread versus 1Y securities
issued by the German government went down below 2 percentage points.
Interbank money market rates decreased further across the entire maturity spectrum
in 2014. However, in early 2014, 3M and 12M ROBOR rates saw a substantial increase,
while their spread narrowed temporarily and entered negative territory for a short
time period. Another deviation from the overall downtrend in interest rates was also
seen in September, yet the interest rate hike was far less persistent. The main factors
behind the downtrend in ROBOR rates were the gradual adjustment of the monetary
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policy rate, the disinflationary pressures, the change in market liquidity conditions
and the expectations of credit institutions. Except for March, the interest rate volatility
posted lower fluctuations than in 2013.
The EUR/RON exchange rate recorded modest changes in 2014. In this context, the
annualised daily volatility of the EUR/RON exchange rate stood below 6 percent,
except for isolated moments. In 2014 H1, the leu followed a sustained appreciation
trend versus the euro, so that the EUR/RON pair fluctuated from 4.5 in January to
4.4 at end-June. In the second half of the year, the EUR/RON exchange rate was
relatively stable, standing at around 4.4.
Foreign investors perceived a lowering of Romania’s sovereign risk in the year under
review, unlike in 2013, when the outlook was stable. Investors’ perception improved at
end-May and in early June, as mirrored by the drop in 5Y CDS on Romania, from nearly
173 basis points to 135 basis points. Except for this episode, the CDS quotes witnessed
low fluctuations, following a slightly downward course. Specifically, at end-2014, the
5Y CDS on Romania stood at around 115 basis points.
The domestic capital market saw
positive developments throughout
1.10
2014, while the capitalisation of
1.05
the Romanian companies held a
1.00
12.4 percent share in GDP at
0.95
end-December. The BET index, which
0.90
reflects the developments in the ten
0.85
most liquid securities listed on the
Bucharest Stock Exchange, recorded
an annual increase of over 9 percent,
BET Index (RO)
WIG Index (POL)
BUX Index (HU)
PX Index (CZE)
providing investors with higher yields
than those on the capital markets
Source: Bloomberg, NBR calculations
in the region (Hungary, Poland,
Czech Republic, Bulgaria, Chart 2.4). The annualised daily volatility of this index
stood at 8-9 percent, on average, except for some short-lived tense episodes on
the international markets, which occurred as a result of the fears surrounding the
global economic recovery, the drop in oil prices, the political turmoil in Greece and
the currency crisis in Russia. The daily average of transactions followed an upward
course as compared to the previous year, reaching lei 52 million, bolstered mainly
by the primary public offering conducted by state-owned Electrica in June and the
redemption offer made by Fondul Proprietatea in December.
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3. Instruments supportive of prudential
supervision and financial stability
Central Credit Register (CCR)
The Central Credit Register (CCR) conducts its activity in compliance with NBR
Regulation No. 2/2012 on the organisation and functioning of the Central Credit
Register operated by the National Bank of Romania.
Pursuant to the provisions of this Regulation, the reporting institutions to the CCR
are credit institutions, non-bank financial institutions registered with the Special
Register opened at the NBR, electronic money institutions and payment institutions
with significant lending activity. At end-2014, the database included 84 reporting
institutions, of which 39 credit institutions, 44 non-bank financial institutions
(as compared with 50 at end-2013) and one payment institution.
The non-bank financial institutions and the payment institution hold relatively low
shares in terms of all the main indicators used in the Central Credit Register (end-2014
data): number of borrowers – 8.7 percent; number of loans and commitments –
10.1 percent; total amounts due – 6.1 percent; overdue amounts – 7.0 percent.
Compared to end-2013, these shares followed a slightly downward course.
In 2014, the number of CCR database queries was similar to that recorded a year
earlier, i.e. 2.1 million queries, of which 55 percent with the consent of potential
borrowers. The queries concerned information on overall risk, loans and overdue
amounts of borrowers. At end-2014, given that the reporting threshold was left
unchanged at lei 20,000, the CCR database comprised 16.5 percent of the number
of borrowers and 21.7 percent of the number of loans granted and commitments
assumed by the reporting institutions (slightly higher than a year earlier), these
values indicating the significant position further held by the number of (small-value)
consumer loans. However, CCR comprised 90.4 percent of the value of loans granted
and commitments assumed by reporting institutions (up slightly from the preceding
year); the coverage ratio stood at 91.3 percent for credit institutions and at
81.2 percent for non-bank financial institutions and the payment institution.
These shares are close to those recorded in 2013.
For credit institutions, the overdue amount decreased marginally, i.e. by 0.6 percent year
on year, whereas the amount due increased by 1.9 percent, which caused the share of
overdue amounts in total amounts due to go down to 12.0 percent (Table 2.3). At the
same time, declines were reported for the numbers of overdue loans and borrowers
with overdue amounts (by 6.9 percent and 6.5 percent respectively).
The same as in the previous year, individuals accounted for 89.5 percent of total
borrowers in the CCR database as at 31 December 2014. The share of loans to
individuals in total amounts due stood at 34.1 percent, remaining unchanged from
end-2013. Out of total loans to individuals reported to CCR, 58.2 percent were
denominated in euro, 30.3 percent in lei, 11.2 percent in Swiss francs and 0.3 percent
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in US dollars, this composition being similar to that recorded at end-2013. It is worth
noting that the share of loans denominated in euro and Swiss francs narrowed in
favour of leu-denominated credit.

Number of borrowers (thou.)
– individuals
– legal entities
Number of borrowers with overdue loans (thou.)
Number of loans and commitments (thou.)
Number of overdue loans (thou.)
Total amount due (lei mill.)
Table 2.3
Main indicators used
by the CCR – credit institutions

– individuals
– legal entities
Overdue amount (lei mill.)

31 December
2013

31 December
2014

percentage change
Dec.2014/Dec.2013

899

922

2.6

805

825

2.5

94

97

3.2

214

200

-6.5

1,453

1,523

4.8

291

271

-6.9

256,845

261,828

1.9

87,491

89,263

2.0

169,354

172,565

1.9

31,537

31,352

-0.6

All indicators monitored for non-bank financial institutions and the payment
institution contracted sizeably versus 2013, i.e. overdue amounts by 15.8 percent, the
number of overdue loans by 15.6 percent, the number of borrowers with overdue
amounts by 14.3 percent, the number of borrowers in the CCR database by 8.7 percent,
the number of loans granted by 7.5 percent and amounts due by 6.1 percent.
The share of overdue amounts in total amounts due was 13.9 percent (Table 2.4).

Number of borrowers (thou.)
– individuals
– legal entities
Number of borrowers with overdue loans (thou.)
Number of loans and commitments (thou.)
Number of overdue loans (thou.)
Total amount due (lei mill.)
Table 2.4
Main indicators used by the CCR
– non-bank financial institutions
and payment institutions

– individuals
– legal entities
Overdue amount (lei mill.)

31 December
2013

31 December
2014

percentage change
Dec.2014/Dec.2013

92

84

-8.7

38

33

-13.2

54

51

-5.6

21

18

-14.3

186

172

-7.5

45

38

-15.6

18,084

16,981

-6.1

1,924

1,352

-29.7

16,160

15,629

-3.3

2,794

2,352

-15.8

In the case of non-bank financial institutions and the payment institution, the
structure of borrowers is different from that corresponding to credit institutions, as
legal entities hold the largest share (60.7 percent at end-2014).
As at 31 December 2014, the CCR database comprised 734,289 groups of clients
reported by reporting institutions, up 136.9 percent from end-2013, due to the
procedural change in the establishment of these groups at the level of certain credit
institutions that are part of banking groups. In 2014, reporting institutions reported
to the CCR database no card frauds committed by borrowers (compared to 2 cases in
2013, with the value of the fraud totalling about lei 3 thousand).
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Pursuant to Government Ordinance No. 27/2002 on the petition processing
procedures approved by Law No. 233/2002 and Law No. 677/2001 on the protection
of persons concerning the processing of personal data and the free circulation of such
data, in 2014, the dedicated department provided responses to 500 petitioners
(445 individuals and 55 legal entities) who had requested information on the entries
in the CCR database in their name, compared with 578 petitioners (497 individuals
and 81 legal entities) in 2013.
As regards the cross-border exchange of information based on the Memorandum
of Understanding on the exchange of information among National Central Credit
Registers for the purpose of passing it on to reporting institutions, the information
flows remained unchanged from 2013.
In 2014, given the recent developments at EU level, particularly with regard to
the supervision of credit institutions, as well as the NBR’s tasks in the field of
macroprudential surveillance, the need arose to develop the CCR database by
supplementing it with additional information.
In 2014, the NBR further cooperated with the ECB on the project concerning the
establishment of a database containing granular credit data. Pursuant to Decision
ECB/2014/6 on the organisation of preparatory measures for the collection of
granular credit data by the European System of Central Banks (applicable to euro
area countries) and Recommendation ECB/2014/7 on the organisation of preparatory
measures for the collection of granular credit data by the European System of Central
Banks (applicable to non-euro area countries), the NBR continued to submit the
information required from the CCR database. At the same time, the ECB prepared a
draft regulation that is to be approved during 2015.

Payment Incidents Register (PIR)
The Payment Incidents Register (PIR) conducts its activity in compliance with NBR
Regulation No. 1/2012 on the organisation and functioning of the Payment Incidents
Register operated by the National Bank of Romania.
According to the PIR database, in 2014, the numbers of payment incidents and
account holders who generated payment incidents, as well as rejected amounts
dropped significantly. These developments occurred against the background of a
rise in the average rejected amount related to a payment instrument (up to lei 69
thousand versus lei 60 thousand in 2013). This may be attributed to the promissory
notes pledged as collateral for loans being presented for payment, as the respective
borrowers failed to pay the instalments in due time.
Compared to end-2013, the number of fraudulent account holders decreased by
22.6 percent to 16,399 as at 31 December 2014, while the number of payment
incidents dropped by 27.1 percent to 115,114. The smaller number of payment
incidents was attributable to the decline in both the number of fraudulent account
holders and the average number of payment incidents perpetrated by one account
holder. Moreover, the number of account holders with suspended cheque-writing
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privileges fell by 26.8 percent (from 1,901 in 2013 to 1,392 in 2014). Concomitantly,
the number of fraudulent account holders, natural entities, also dropped significantly,
as in 2014, 254 individuals were
lei billion
number (thou.)
reported with payment incidents
500
10
(related largely to promissory notes), as
400
8
compared with 378 in 2013 (Chart 2.5).

Chart 2.5
Main indicators of payment
incidents during 2007-2014
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The value of rejected amounts
diminished in the reported period by
16.6 percent to lei 7,939 million versus
lei 9,519 million at end-2013.

In 2014, 15 credit institutions
accounted for 91.0 percent of the total
number of payment incidents and
94.0 percent of the total rejected
amounts, the most frequent reason for payment refusal being further the complete
or partial lack of funds (64.0 percent of total payment refusal reasons).
payment incidents
fraudulent accountholders
rejected amounts (rhs)

Over the reported period, credit institutions sent 5.8 million queries (up 41.8 percent)
to the PIR database, in their own name or in their customers’ name. The queries were
meant to request information about the account holders in order to check whether
they had committed any payment incidents.
In compliance with the provisions of NBR Regulation No. 1/2012, the central bank
answers the queries from public authorities as concerns the recording of some
account holders into the PIR database. Thus, in 2014, the central bank answered
369 queries from public authorities, compared to 925 in 2013.
Pursuant to the provisions of Government Ordinance No. 27/2002 on the petition
processing procedures, approved by Law No. 233/2002 and of Law No. 677/2001
on the protection of persons concerning the processing of personal data and the
free circulation of such data, in 2014, the dedicated department in the central bank
answered 64 petitioners (34 individuals and 30 legal entities) which requested
information about the data reported to the PIR in their name, compared to
96 petitioners (47 individuals and 49 legal entities) in 2013.

4. Contingency planning and financial crisis management
In 2014, the NBR’s key coordinates in the field of contingency planning and financial
crisis management were related to EU developments in the field of recovery and
resolution of credit institutions. In this context, the NBR actively participated in
outlining and sustaining Romania’s position in the negotiation of the legislative
framework for the establishment of the second pillar of the Banking Union,
i.e. the Single Resolution Mechanism. On 15 July 2014, Regulation (EU) No 806/2014
of the European Parliament and of the Council establishing uniform rules and a
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uniform procedure for the resolution of credit institutions and certain investment
firms in the framework of a Single Resolution Mechanism and a Single Resolution
Fund17 was adopted. In addition, on 21 May 2014, 26 EU Member States signed the
Intergovernmental Agreement on the transfer and mutualisation of contributions to
the Single Resolution Fund.
Moreover, the NBR participated in outlining and sustaining Romania’s position in the
negotiation of two two-tier regulations issued for the purpose of ensuring a more
detailed description of the technicalities of certain provisions included in the two
EU legal acts concerning the resolution of credit institutions, published in 2014:
a) the Commission Delegated Regulation supplementing the Directive establishing a
framework for the recovery and resolution of credit institutions and investment firms
applicable to all EU Member States, which lays down the rules on the contributions
of credit institutions to national resolution funds proportioned to their size and risk
profile;
b) the Council implementing Regulation, which specifies the methodology for the
calculation of credit institutions’ contributions to the Single Resolution Fund, which
applies to all Member States participating in the Banking Union. Pursuant to this
Regulation, the methodology specified in the Delegated Regulation under letter
a) was adapted to the specifics of a single contribution system whose target level is
established at EU level.
The NBR was also an active participant in the meetings of technical working groups
established at the initiative of the European Commission in order to support
the creation of procedural infrastructure for the launch of the Single Resolution
Mechanism. The participation in the meetings of technical working groups was
allowed to all national resolution authorities in EU Member States.

17
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Regulation (EU) No 806/2014 of the European Parliament and of the Council.
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1. Licensing and notiﬁcation of ﬁnancial institutions
1.1. Authorisation of credit institutions
The NBR’s prerogatives powers in relation to the authorisation of credit institutions
are set out in Government Emergency Ordinance No. 99/2006 on credit institutions
and capital adequacy, as amended and supplemented by Law No. 227/2007,
as subsequently amended and supplemented. In 2014, the NBR granted no
authorisation to any credit institution.
On 26 May 2014, Veneto Banca Scpa Italia Montebelluna – Bucharest Branch was
entered into the Credit Institutions Register, Part II, Section II. Concurrently, Banca Italo
Romena SpA Italia Volpago del Montello – Bucharest Branch, which ceased operations,
was erased from the Credit Institutions Register, Part II, Section II.
On 19 June 2014, Banca Cooperatistă Unirea Alexandria was erased from the Credit
Institutions Register, Part I, Section IV, following the merger by absorption with Banca
Cooperatistă Dumbrava Scrioaștea (the absorbing entity).
On 30 June 2014, Banca Cooperatistă Belșugul Galaţi was erased from the Credit
Institutions Register, Part I, Section IV, following the merger by absorption with Banca
Cooperatistă Danubius Brăila (the absorbing entity).
On 17 July 2014, Banca Cooperatistă Ovidius Ovidiu was erased from the Credit
Institutions Register, Part I, Section IV, following the merger by absorption with Banca
Cooperatistă Deltacoop Tulcea (the absorbing entity).

1.2. Authorisation of payment institutions
By virtue of its powers in the area of regulation, authorisation and prudential
supervision of payment institutions under Government Emergency Ordinance
No. 113/2009 on payment services (as approved and amended by Law No. 197/2010),
as subsequently amended and supplemented, and NBR Regulation No. 21/2009 on
payment institutions, as further amended and supplemented, in 2014 the National
Bank of Romania entered nine agents of Meridiana Transfer De Bani S.R.L., a payment
institution, to the Payment Institutions Register.
Furthermore, in June and November 2014 two more applications for authorisation
as a payment institution were submitted to the NBR. At end-2014, the authorisation
procedures for the said entities were in progress.
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1.3. Authorisation of electronic money institutions
The powers in the area of authorisation of electronic money institutions are set out in
Law No. 127/2011 on the issue of electronic money and NBR Regulation No. 8/2011
on electronic money institutions. In 2014 no applications for authorisation as an
electronic money institution were submitted to the NBR.

1.4. Notification of non-bank financial institutions
In 2014, the notification and registration of the newly-established non-bank financial
institutions carried on. In compliance with Law No. 93/2009 on NBFIs, as subsequently
amended and supplemented, the notification and registration procedure was carried
out to enter 12 NBFIs in the General Register and 158 entities in the Entry Register.
In addition, 13 NBFIs were erased from the General Register, 6 NBFIs from the Special
Register and 100 NBFIs from the Entry Register.

2. Legal and regulatory framework for credit institutions
2.1. The following steps forward were taken in 2014
with regard to prudential regulation:
a) To complement the legal framework with a view to completing the enactment of
Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013
on access to the activity of credit institutions and the prudential supervision of credit
institutions and investment firms, amending Directive 2002/87/EC and repealing
Directives 2006/48/EC and 2006/49/EC. The purpose was served by including in Law
No. 29/2015 approving Government Emergency Ordinance No. 113/2013 on some
budgetary measures and amending and supplementing Government Emergency
Ordinance No. 99/2006 on credit institutions and capital adequacy the provisions
of Directive 2013/36/EU that could not be implemented by way of a Government
Emergency Ordinance;
b) To complement the regulatory framework via:
▪ the issue of NBR Regulation No. 5/2014 supplementing NBR Regulation No. 5/2013
on prudential requirements for credit institutions with a view to complying, in the
area of liquidity, with Recommendation B – Risk management of asset encumbrance
by institutions of the Recommendation of the European Systemic Risk Board of
20 December 2012 on funding of credit institutions (ESRB/2012/2). The Regulation
also incorporates issues related to liquidity risk referred to in CEBS Guidelines on the
management of concentration risk under the supervisory review process;
▪ the issue of NBR Order No. 8/2014 on credit institutions’ reporting exercise regarding
information on staff remuneration via the incorporation of EBA Guidelines on the
remuneration benchmarking exercise;
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▪ the issue of NBR Order No. 9/2014 on credit institutions’ reporting exercise regarding
information on remuneration of high earners via the implementation of EBA Guidelines
on the data collection exercise regarding high earners.
After Romania became an EU Member State, the NBR, via its representatives in the EU
structures, has played an active part, by formulating positions, in both the preparation
of EU prudential regulation strategies and the drafting of new directives/regulations/
guidelines.

2.2. Legislative proposal to enact Directive 2014/59/EU
establishing a framework for the recovery and resolution
of credit institutions and investment firms:
On 12 June 2014, the Official Journal of the European Union published Directive
2014/59/EU of the European Parliament and of the Council of 15 May 2014
establishing a framework for the recovery and resolution of credit institutions
and investment firms and amending Council Directive 82/891/EEC, and Directives
2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC, 2011/35/EU,
2012/30/EU and 2013/36/EU, and Regulations (EU) No 1093/2010 and (EU)
No 648/2012, of the European Parliament and of the Council.
A harmonised regime was deemed necessary at EU level to provide authorities in
Member States with a credible set of tools to intervene sufficiently early and quickly in
an unsound or failing institution so as to ensure the continuity of its critical financial
and economic functions, while minimising the impact of the failure on the economy
and the financial system. In the resolution of institutions or groups operating across
the EU, the newly-adopted legal framework is designed so that the decisions taken on
its basis aim to preserve financial stability and minimise economic and social effects
in all the Member States where the institution or the group operates.
The National Bank of Romania played an active part, together with the other relevant
authorities, in drafting the legislative proposal that enacts Directive 2014/59/EU.
The said proposal includes provisions with regard to the three distinct stages, namely
the preparation of recovery and resolution plans, the early intervention and the actual
resolution. Moreover, for each of these phases it covers, in compliance with the abovementioned Directive, the triggers, the objectives and the principles governing the
respective stages, the powers and the tools of the authorities involved in the process,
as well as the conditions for, restrictions on and manner of implementation of the
said tools, the resolution financing arrangements, the derogations from other pieces
of legislation, the safeguards and the right of appeal of the parties concerned against
the measures affecting them taken by the authorities designated to implement the
provisions of the law.
The legislative proposal also includes amendments to Government Emergency
Ordinance No. 99/2006 on credit institutions and capital adequacy and
Law No. 85/2014 on insolvency prevention and insolvency proceedings, chiefly with a
view to harmonising them with the future recovery and resolution framework.
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2.3. Legislative proposal to enact Directive 2014/49/EU
on deposit guarantee schemes (recast):
On 12 June 2014, the Official Journal of the European Union published Directive
2014/49/EU of the European Parliament and of the Council of 16 April 2014 on deposit
guarantee schemes (recast), which replaces Directive 94/19/EC (implemented in
national law via Government Ordinance No. 39/1996 on the setting-up and operation
of the Bank Deposit Guarantee Fund) and shall be converted into national law in the
EU Member States by 3 July 2015.
The new EU framework governing deposit guarantee schemes aims to eliminate
the differences between the laws of the Member States with regard to the said
schemes, while increasing the protection of covered depositors and hence enhancing
their confidence in the banking system. The unified regulatory regime for deposit
guarantee schemes seeks to ensure a uniform level of depositor protection and
stability of deposit guarantee schemes throughout the EU.
The National Bank of Romania played an active part, together with the other relevant
authorities, in drafting the legislative proposal that enacts Directive 2014/49/EU.
Given that Directive 2014/49/EU amends a legal framework in place, with a view
to bringing the provisions of the national legal framework in line with those of this
new directive, the relevant authorities decided to prepare two distinct pieces of
legislation. Thus, the first draft law is aimed at harmonising regulation over the sole
deposit guarantee scheme in Romania at present, i.e. the Bank Deposit Guarantee
Fund, which is the statutory deposit guarantee scheme, with the new EU provisions,
whereas the second will regulate the general framework governing the organisation,
operation and official recognition of any deposit guarantee schemes that may be set
up, including contractual deposit guarantee schemes.
The major novelties of the draft law concerning deposit guarantee schemes (DGSs)
arising from Directive 2014/49/EU refer to:
▪ acknowledging the legitimacy of two types of DGSs, i.e. statutory and contractual
DGSs respectively, depending on the public/private administration of the scheme;
▪ designating the National Bank of Romania as the authority in charge of supervising
contractual schemes officially recognised as DGSs in Romania;
▪ broadening the scope of deposits covered by DGSs as compared with the relevant law
in place;
▪ reducing the repayment period for the amounts due to covered depositors to seven
working days from 20 working days;
▪ the obligation of DGSs to perform stress tests of their systems in order to regularly
check the schemes ability to function properly;
▪ introducing risk-based contributions by credit institutions to DGSs;
▪ assisting in the funding of the resolution of credit institutions provided that the said
measures preserve access of covered depositors to covered deposits.
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The draft law concerning the Bank Deposit Guarantee Fund (FGDB) proposes that,
besides being a statutory DGS, the FGDB should also be conferred on administrative
powers over the resolution fund, as well as other tasks relating to the implementation
of the resolution measures taken by the central bank.

3. Regulatory framework for ﬁnancial activities and institutions
With a view to avoiding the excessive extension of the authorisation of payment
institutions and electronic money institutions for want of comprehensive
documentation that would allow the central bank to make a decision on the
applications for authorisation, the National Bank of Romania issued Regulation
No. 1/2015 supplementing NBR Regulation No. 21/2009 on payment institutions
and NBR Regulation No. 8/2011 on electronic money institutions, which grants the
aforementioned institutions three months at most to supplement the documentation
submitted for authorisation or remedy the deficiencies therein. After the expiry of the
said deadline, the central bank may reject the applications for authorisation that are
not supported by documents in such form as it may require.

4. Legal and accounting regulatory framework for institutions
within the regulatory scope of the National Bank of Romania1
In light of the developments in accounting at both EU and international level,
where the tendency to ensure a commonly agreed framework for the preparation
and presentation of financial statements that should provide relevant and reliable
information is becoming increasingly pronounced, the National Bank of Romania,
in its capacity as the accounting regulatory authority for institutions within its
regulatory scope, continued to bring relevant national regulations in line with
those in place across the EU and with the International Financial Reporting
Standards (IFRS).
In financial year 2014, the accounting regulations in force that were issued by the
NBR and applied to credit institutions were IFRS-compliant (NBR Order No. 27/2010)
and included mainly IFRS-based accounting rules, with a view to ensuring full
implementation of the IFRS as the single set of accounting standards applicable to
the banking sector; the accounting regulations applicable to the entities within the
NBR’s regulatory scope other than credit institutions complied with EU directives and
stipulated that annual financial statements at solo level should be prepared in line
with EU directives, whereas consolidated financial statements should comply with
the IFRS (NBR Order No. 27/2011).

1
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Credit institutions, NBFIs, payment institutions and electronic money institutions granting payment services-related loans
and whose activity is limited to the provision of such services, namely issuance of e-money and provision of payment
services, as well as the Bank Deposit Guarantee Fund. These entities are listed under Article 4(3)(a) of Law No. 82/1991
– the Accounting Law (recast), as subsequently amended and supplemented.

69

Annual Report ▪ 2014

In 2014, the NBR adopted new accounting regulations, pursuing the following
objectives:
▪ to update the regulation on the half-yearly accounting reporting system applicable
to the entities within the NBR’s accounting regulatory scope (NBR Order No. 10/2012)
via the issue of NBR Order No. 4/2014, in compliance with the reporting requirements
imposed by the MPF, aiming to ensure a uniform reporting system economy-wide;
▪ to update the IFRS-compliant accounting regulations applicable to credit institutions
(NBR Order No. 27/2010) with a view to providing the necessary regulatory framework
for the uniform accounting of the operations conducted by all credit institutions
via: (i) the inclusion of bookkeeping rules regarding the adjustments for impairment
losses in case of the direct reduction of uncollectible loans and other financial assets
for which full or partial impairment adjustments have been made, as well as the
introduction of off-balance-sheet accounts for recording those loans/other financial
assets; (ii) the introduction of distinct accounts to facilitate the filling-in of some
positions within FINREP reports, and (iii) the introduction of new provisions and
accounts, as well as the change in the name and content of existing accounts
(NBR Order No. 7/2014);
▪ to issue a new regulation relating to the FINREP reporting framework at solo level
(NBR Order No. 6/2014 repealing NBR Order No. 3/2011 as of 30 September 2014,
the reporting reference date), aiming to lay a firm foundation for the uniform
application of this reporting framework by credit institutions in Romania and to
ensure harmonisation with the consolidated FINREP reporting framework, which was
reviewed by the EBA and approved via Commission Implementing Regulation (EU)
No 680/20142 (directly applicable), given that there is no EU directly applicable
regulation to include provisions governing the implementation of the FINREP
reporting framework at solo level;
▪ to update the FINREP reporting framework at solo level (NBR Order No. 6/2014) via the
issue of NBR Order No. 10/2014 to: (i) include the amendments to the consolidated
FINREP reporting framework that were approved by the EBA in July 2014 and that
refer chiefly to the clarification of some reporting instructions, changing the name of
some indicators, etc. and to (ii) make updates to the mapping of the said reporting
framework with the chart of accounts, in line with the amendments to the
IFRS-compliant accounting regulations in force;
▪ to update the regular reporting framework for financial and accounting statistical
information applicable to branches in Romania of credit institutions having their head
offices in other Member States via the issue of NBR Order No. 5/2014 (repealing NBR
Order No. 2/2011 as of 30 September 2014, the reporting reference date) and NBR
Order No. 10/2014 (amending NBR Order No. 5/2014), aiming to ensure comparability
between the information required by this regulation and similar information reported
by credit institutions, in compliance with the FINREP reporting framework at solo
level.

2
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5. Key objectives for 2015
I. Objectives in the field of recovery and resolution
▪ to assist the relevant authorities in completing the draft law enacting Directive
2014/59/EU establishing a framework for the recovery and resolution of credit
institutions and investment firms.
II. Objectives in the field of deposit guarantee schemes
▪ to assist the relevant authorities in completing the draft law enacting Directive
2014/49/EU on deposit guarantee schemes (recast).
III. Objectives in the field of prudential regulation
▪ to prepare secondary regulation concerning deposit guarantee schemes;
▪ to supplement/review the regulatory framework applicable to credit institutions in
areas such as merger and division, liquidity, the business management framework,
the specific operating conditions for savings and loan banks in the housing sector;
▪ to complete the draft regulation governing mortgage bonds and to prepare the
secondary regulatory framework in this field;
▪ to analyse EBA Guidelines.
IV. Provision of technical assistance to the National Bank of Moldova based on
the Twinning Arrangement “Strengthening the NBM’s capacity in the field of banking
regulation and supervision in the context of EU requirements” that was signed
between the European Union and the consortium made up of the National Bank of
Romania (lead Member State partner) and De Nederlandsche Bank (junior Member
State partner) by carrying out activities in the field of prudential regulation with a
view to enacting the CRD IV legislative package in Moldovan law.
V. Objectives in the field of regulation of financial activities
▪ to take part in implementing into national law the novelties in the new Directive on
the prevention of the use of the financial system for the purpose of money laundering
and terrorist financing, whose adoption by EU institutions is well under way;
▪ to participate, in compliance with the central bank’s legal powers, in converting into
national law Directive 2014/17/EU of the European Parliament and of the Council
of 4 February 2014 on credit agreements for consumers relating to residential
immovable property and amending Directives 2008/48/EC and 2013/36/EU and
Regulation (EU) No 1093/2010;
▪ to take part in completing the steps for the adoption by EU institutions of the revised
Payment Services Directive (PSD2) and amending the national legal framework with a
view to enacting it.
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VI. Objectives in the field of accounting and foreign exchange regulation
▪ to update the regulation on the half-yearly accounting reporting system applicable
to the entities within the NBR’s accounting regulatory scope (NBR Order No. 10/2012),
in compliance with the reporting requirements to be imposed by the MPF, aiming to
ensure a uniform reporting system economy-wide;
▪ to update the accounting regulation compliant with EU directives that is applicable
to the entities within the NBR’s regulatory scope other than credit institutions via the
issue of a new regulation repealing the one currently in place (NBR Order No. 27/2011)
with the aim of implementing Directive 2013/34/EU in national law (the deadline is
20 July 2015);
▪ to update the regulation on the regular financial statements of NBFIs (NBR Order
No. 18/2007) with a view to correlating the reporting framework applicable to such
entities with the new accounting regulation;
▪ to update the IFRS-compliant accounting regulations applicable to credit institutions
(NBR Order No. 27/2010) so as to implement the provisions of Directive 2013/34/EU,
which also apply to the aforementioned institutions, and to include the possible
amendments to IFRS provisions adopted at EU level3, as well as the potential
proposals made by credit institutions and audit companies following the actual
implementation of the IFRS;
▪ to update the regulation on preparing the annual accounting report to meet the
information requirements of the MPF, applicable to credit institutions (NBR Order
No. 1/2013), in order to comply with the former institution’s reporting requirements
concerning the 2014 financial statements, aiming to ensure a uniform reporting
system economy-wide;
▪ to update the regulation in place on the FINREP reporting framework at solo level
(NBR Order No. 6/2014) by transferring the amendments to be made by the EBA to the
consolidated FINREP reporting framework, as approved by Commission Implementing
Regulation (EU) No 680/2014, and including the proposals made by the Supervision
Department within the National Bank of Romania and/or credit institutions following
the actual implementation of the FINREP reporting framework, with a view to laying
a firm foundation for the uniform application of this reporting framework by credit
institutions;
▪ to update the regular reporting framework for financial and accounting statistical
information applicable to branches in Romania of credit institutions having their
head offices in other Member States (NBR Order No. 5/2014), aiming to ensure
comparability between the information required by this regulation and similar
information reported by credit institutions, in compliance with the FINREP reporting
framework at solo level, as well as to meet any additional information requirements
of the Supervision Department;
▪ to update the regulations governing the foreign exchange regime in line with
the developments in the relevant EU and national regulatory framework and with the
objectives of the National Bank of Romania.
3
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Commission Regulation (EC) No 1126/2008 of 3 November 2008 adopting certain international accounting standards in
accordance with Regulation (EC) No 1606/2002 of the European Parliament and of the Council, as subsequently amended
and supplemented.
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Chapter 4
Prudential supervision
of ﬁnancial institutions
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1. Structure of the banking system
The changes seen by credit institutions’ shareholding in 2014 did not entail any major
alterations to the structure of the Romanian banking system by ownership. Among
these stands out the migration of Banca Transilvania, in the first part of 2014, from the
group of banks with majority foreign capital to that of credit institutions with majority
domestic capital, to return at the end of the year to the category of credit institutions
with majority foreign capital, following the purchase of shares by International
Finance Corporation (IFC).
Moreover, the mergers between some banks and NBFIs, i.e. Raiffeisen Bank and
Raiffeisen Capital Investment, finalised in May 2014, and Garanti Bank and Domenia
Credit NBFI (completed in November 2014), are indicative of the new consolidation
trend in the banking system. The purchase of Banca Millennium by OTP Bank Romania
and of Volksbank by Banca Transilvania (although not finalised in 2014) are other
notable events witnessed by the Romanian bank market.
The Romanian banking system counts 40 credit institutions, of which 31 Romanian
legal entities (including one credit cooperative) and 9 foreign bank branches
(Table 4.1).
number of banks, end of period
Banks, Romanian legal entities, of which:
Fully or majority state-owned capital
Majority private capital, of which:
– with majority domestic capital
– with majority foreign capital
Foreign bank branches
Total banks and foreign bank branches
Table 4.1
Credit institutions by ownership

CREDITCOOP
Total credit institutions

2013

2014

30

30

2

2

28

28

3

3

25

25

9

9

39

39

1

1

40

40

The structure of credit institutions, Romanian legal entities, in terms of share capital
is as follows: 25 credit institutions with majority private foreign capital, 4 credit
institutions with majority private domestic capital (Banca Comercială Carpatica,
Banca Comercială Feroviara, Banca Română de Credite și Investiţii, CREDITCOOP),
and 2 credit institutions with fully or majority state-owned capital (CEC Bank and
EXIMBANK).
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Aggregate assets (net) of the banking system remained relatively unchanged in 2014,
inching up 0.5 percent (to lei 364.1 billion in December 2014 from lei 362.3 billion
a year earlier; Tables 4.2 and 4.5), on account of weak lending, removal of
fully-provisioned uncollectible non-performing loans from the balance sheet and
further cross-border deleveraging. Structural analysis shows a 0.4 percentage point
rise in the share of net assets held by foreign bank branches against end-2013, to
the detriment of the share held by commercial banks, Romanian legal entities with
majority foreign capital (-0.5 percentage points).

end of period
Net assets
2013
%

lei mill.

%

Banks with domestic capital, of which:

35,473.9

9.8

35,856.6

9.8

– with majority state-owned capital

30,874.4

8.5

31,857.9

8.7

4,599.5

1.3

3,998.7

1.1

– with majority private capital

Table 4.2
Market share
of credit institutions

2014

lei mill.

Banks with majority foreign capital

291,721.8

80.6

291,801.9

80.1

I. Total commercial banks

327,195.7

90.4

327,658.5

89.9

II. Foreign bank branches

34,170.4

9.4

35,543.7

9.8

Banks with majority private capital
including foreign bank branches

330,491.7

91.3

331,344.3

91.0

Banks with majority foreign capital
including foreign bank branches

325,892.2

90.0

327,345.6

89.9

Total banks and foreign bank branches (I+II)

361,366.1

99.8

363,202.2

99.7

893.1

0.2

941.1

0.3

362,259.2

100.0

364,143.3

100.0

CREDITCOOP
Total credit institutions

In terms of banks’ market share, the group of banks holding assets in excess of
5 percent in total assets of the banking system took a 67.0 percent share at end-2014,
while the group of medium-sized banks (holding assets in the range of 1 percent to
5 percent) accounted for 26.3 percent, and the group of banks holding assets less
than 1 percent made up 6.7 percent.
The Romanian banking system features moderate concentration, illustrated by both
market shares of assets held by the top five banks and the Herfindahl-Hirschman
index calculated in terms of assets. The downward path of this index (797 points in
December 2014 compared with 821 points a year earlier) indicates the steady decline
of concentration in the banking system and, implicitly, the keener competition
among credit institutions.
At end-2014 the top five banks1 held the following shares: 54.2 percent of aggregate
assets, 54.2 percent of loans, 54.0 percent of deposits, and 58.3 percent of equity
capital.

1
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At end-2014, the share capital of the Romanian banking system rose by 8.9 percent
year on year, with shareholders’ cash contributions, annual net profit distributions and
the use of other reserves generating a capital increase of around lei 2,247.8 million
(to lei 27, 521.7 million in December 2014 from lei 25,273.9 million a year earlier;
Table 4.3). This increase contributed to maintaining a proper level of own funds,
with the Romanian banking system further showing an appropriate capitalisation
relative to the assets volume and assumed risk. Moreover, the additional capital was
necessary for covering the losses generated in the process of removing uncollectible
non-performing loans from the balance sheet, which started in 2014 at the
recommendation of the central bank.
end of period
Share/Endowment capital
2013
lei mill.

%

lei mill.

%

Banks with domestic capital, of which:

3,507.8

13.9

3,637.8

13.2

– with majority state-owned capital

3,035.0

12.0

3,074.0

11.2

472.8

1.9

563.8

2.0

Banks with majority foreign capital

21,308.6

84.3

23,427.3

85.1

I. Total commercial banks

24,816.4

98.2

27,065.1

98.3

II. Foreign bank branches

324.1

1.3

323.4

1.2

22,105.5

87.5

24,314.5

88.3

– with majority private capital

Banks with majority private capital
including foreign bank branches

Table 4.3
Credit institutions as a share
in aggregate capital

2014

Banks with majority foreign capital
including foreign bank branches

21,632.7

85.6

23,750.7

86.3

Total banks and foreign bank branches (I+II)

25,140.5

99.5

27,388.5

99.5

133.4

0.5

133.2

0.5

25,273.9

100.0

27,521.7

100.0

CREDITCOOP
Total credit institutions

As regards the countries of origin of the capital invested in domestic banks and
foreign bank branches, at end-2014, Austria came in first (27.2 percent), ahead of
Greece (17.5 percent) and the Netherlands (10.2 percent). The connection of the
Romanian banking system to the European banking system has remained high,
the share of foreign capital (of banks with majority foreign capital, including foreign
bank branches) being rather high, i.e. 86.3 percent of the aggregate capital of the
banking system at end-2014.
Following Romania’s joining the EU and the liberalisation of services market,
by end-March 2015, 556 foreign institutions notified the NBR of their intention
to perform direct banking services on the territory of Romania, of which
270 banks, 3 NBFIs, 59 electronic money institutions, and 224 payment
institutions.
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2. Performance and outlook of the banking sector
In 2014, banking business underwent balance sheet adjustments equally generated
by the interaction of demand and supply, and the start of removing non-performing
loans from balance sheets. The measures taken for balance sheet adjustment had
positive effects as well, in that they unveiled the correct situation of non-performing
loans and paved the way for the resumption of sustainable lending and proper
provisioning.
The deleveraging process proceeded in an orderly manner, the declines in funds
from non-residents (mainly on account of non-resident credit institutions once the
Vienna Initiative expired) being offset by local sources. Therefore, the vulnerability
of the Romanian banking sector caused by its reliance on foreign financial resources
dropped markedly.
The Romanian banking sector has maintained prudential capital and liquidity buffers,
which enabled, over the past years, its coping relatively smoothly with the volatility
of foreign capital flows, the rise in non-performing loans, as well as with the need
for optimising loan portfolios in preparation for the implementation of the Basel III
requirements2.
The NBR monitors closely both domestic and global economic and financial
developments and the potential risks to the banking sector, taking steps in order to
maintain an appropriate level of prudential indicators.

Capital adequacy
Starting with 2014, capital requirements have been regulated by the new European
regulatory framework CRD IV (Directive 2013/36/ EU and Regulation (EU) No 575/2013,
i.e. the CRD IV/CRR package), which is applicable to all EU Member States and through
which uniform and standardised norms are established to cover the risks associated
with the banking business. According to its provisions, credit institutions shall meet
the following own funds requirements: (i) a Common Equity Tier 1 capital ratio of
4.5 percent; (ii) a Tier 1 capital ratio of 6 percent; (iii) a total capital ratio of 8 percent.
Compared with the capital adequacy indicators set by Basel II Accord, the new
CRD IV/CRR package supplements the set of indicators assessing capital adequacy
based on the total risk exposure amount by including the leverage ratio, designed
initially as an additional characteristic for the supervisory authorities to use, only to
become a compulsory measure starting 2018.
As regards the prudential regulation in Romania, in order to transpose some technical
provisions of Directive 2013/36/EU, Government Emergency Ordinance No. 113/2013
regarding some budgetary measures and for amending and supplementing

2
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Regulations introduced in the EU legislation via the CRD IV/CRR package – Directive 2013/36/EU of the European Parliament
and of the Council on access to the activity of credit institutions and the prudential supervision of credit institutions and
investment firms, amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC and Regulation
(EU) No 575/2013 on prudential requirements for credit institutions and investment firms and amending Regulation (EU)
No 648/2012, directly applicable starting with 1 January 2014.
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Emergency Government Ordinance No. 99/2006 on credit institutions and capital
adequacy and NBR Regulation No. 5/2013 on prudential requirements for credit
institutions were adopted (the Regulation specifies the manner in which the national
options included in the CRD IV/CRR package were exercised).
Once the new package was implemented, the provisions of NBR Order No. 13/2011
on reporting minimum capital requirements applicable to credit institutions
were implicitly repealed. Banks report capital adequacy indicators based on the
provisions of Commission Implementing Regulation (EU) No 680/2014 laying down
implementing technical standards with regard to supervisory reporting of
institutions according to Regulation (EU) No 575/2013 of the European Parliament
and of the Council.
The sizeable concentration in high- and very high-quality capital in terms of
loss-absorbing capacity laid the groundwork for the proper implementation of the
Basel III additional capital requirements. The large share of Tier 1 capital (91 percent
at end-2013) represented a strong point in this respect.
The total capital ratio (the former solvency ratio) stands at a comfortable level, rising by
2.1 percentage points in 2014 (from 15.5 percent in December 2013 to 17.6 percent
a year later; Table 4.4) mainly on account of the 20 percent drop in the volume of
prudential filters and of the capital increases made by shareholders in 2014. The
shareholders’ cash contributions to the capital of domestic banks amounted to around
EUR 394 million. Moreover, given the prevalence of high-quality capital, Tier 1 capital
ratio and Common Equity Tier 1 capital ratio are close to the total capital ratio (both
standing at 14.6 percent in December 2014). Furthermore, the average leverage ratio
of the Romanian banking system equalled 7.4 percent at end-2014, illustrating a high
degree of capitalisation relative to bank assets at book value.
The capacity of own funds to cover potential losses arising from the banking business
may be assessed as higher than that shown by the current level of capital adequacy
indicators due to the use of national prudential filters in the calculation of own funds
and of capital adequacy indicators. Nevertheless, amid the gradual implementation of
the CRD IV/CRR package, starting with 2014, the total volume of national prudential
filters is reduced at a pace of 20 percent per annum, a process that will come to an
end on 1 January 2018.

Asset quality
In 2014, lending activity was influenced by: (i) the lower volume of funds raised from
parent banks, in the context of further deleveraging and the coming into force of the
new prudential requirements imposed by the regulatory framework of the
CRD IV/CRR package; (ii) further tight bank credit standards and increased prudence
in the context of a negative output gap, as well as (iii) the predominance of short-term
domestic funds in the balance sheet, which may limit banks’ availability to increase
loan maturity.
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The sale of loans, as well as the measures taken to reduce the volume of
non-performing loans exerted a strong impact on the evolution of the loan
stock.
Even though banks often resorted to restructuring/rescheduling measures and
foreclosure with a view to reducing the NPL ratio, the efficiency of these
non-performing loan management methods was limited. In this context, in
order to lay the groundwork for ensuring sustainable resumption of lending on a
prudent basis, the NBR recommended credit institutions to clean their portfolios
by using a four-step plan: (i) the first step consisted in written notifications to banks
recommending the removal of fully-provisioned non-performing loans from the
balance sheet (banks retaining their right to collect claims); (ii) the second step was
aimed at loans overdue for more than 360 days, where banks did not initiate legal
proceedings to recover such loans and for which full provisioning and removal
from the balance sheet were recommended; (iii) the third step focused on loans
taken by insolvent companies for which the setting-up of additional provisions and
the removal from the balance sheet of exposures covered with provisions were
recommended; (iv) the fourth step included the conduct of an external audit of IFRS
provisions on the portfolio of loans outstanding at end-June 2014, as well as the
assessment of collateral.
Moreover, the inspections conducted by the NBR in 2014 were aimed, inter alia, at
verifying banks’ loan restructuring methods, with a view to averting the occurrence
of evergreening that implies the financial backing of clients (even though they are no
longer capable of repaying the loans), thus avoiding to set up credit risk provisions for
these exposures.
The measures for removing uncollectible non-performing loans from the balance
sheet translated into the NPL ratio – the main prudential indicator to assess the loan
portfolio quality – entering a downward path, from 20.4 percent in March 20143
to 13.9 percent in December 2014. The risks associated with loan portfolios were
mitigated by the setting-up of provisions (adjustments for impairment), the coverage
with adjustments for impairment of non-performing loans calculated in line with the
IFRS accounting standards4 going up to 69.9 percent in December 2014, from
68.9 percent in March 2014. Furthermore, significant capital reserves, above the
minimum required level, may be used for covering unexpected losses following
potential unfavourable developments associated with credit risk.
In 2014, lending dynamics stayed in negative territory, the volume of loans at
end-2014 totalling lei 211.2 billion compared with lei 218.5 billion a year earlier, down
3.3 percent in nominal terms. Thus, according to the data in the aggregate monetary
balance sheet of banks, the pace of decline of forex loans accelerated noticeably,
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In March 2014 this indicator was reported for the first time in compliance with a new methodology based on reports
submitted by banks using the standardised approach when assessing credit risk, as well as banks using internal models-based
approach.

4

Banks recognise only the amounts relative to such adjustments.

NATIONAL BANK OF ROMANIA

4. Prudential supervision of ﬁnancial institutions

their share in the stock of loans to the private sector narrowing by 4.5 percentage
points to 56.4 percent at end-2014. On the other hand, leu-denominated loans stuck
to a steadily upward path during 2014, the revival of this component illustrating the
positive impact of the successive cuts in the policy rate on the interest rates on new
business to companies and households, as well as of the change in the conditions of
the “First Home” programme, loans under this programme being granted in domestic
currency only.

Liquidity
According to the developments in liquidity risk indicators, the banking sector further
enjoyed appropriate liquidity in 2014, their levels pointing to sufficient reserves to
cover the potential imbalances that may emerge following anticipated withdrawals
of resources. Maintaining appropriate liquidity levels is a precondition for the
domestic banking sector to have a good capacity to withstand adverse developments,
including external ones.
In the international financial context and given the events that occurred during
2014, the liquidity of the Romanian banking system hinged on depositors’
confidence and, hence, on their willingness to renew the investments that reached
maturity.
Foreign financing declined further as the funds raised from parent banks fell by
around 16 percent (to the equivalent of EUR 11.9 billion, from the equivalent of
EUR 14.2 billion). The main funding source of credit institutions consisted in deposits
from non-banks, which moved up lei 18.4 billion from end-2013 to lei 247.3 billion
at end-2014
Moreover, the immediate liquidity ratio stood at 41.1 percent at end-2014 (similar to
that seen a year earlier) and it illustrated the comfortable liquidity position, while the
liquidity ratio set according to the NBR regulations in force5, for all the operations in lei
equivalent, by maturity buckets, was much higher than the required liquidity ratio (1)
for each maturity bucket.

Profitability
Credit institutions’ efforts to clean their balance sheets translated, on the one hand,
into improved asset quality, with the NPL ratio entering a downward path and, on
the other hand, into lower profitability, via the setting-up of additional provisions.
Thus, the aggregate loss amounted to lei 4.7 billion at end-2014, on account of higher
provisioning costs that exceeded the level of operating profit, in the context of banks’
having to recognise the losses arising from non-performing loans. Moreover, given

5
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NBR Order No. 22/2011 on the reporting of the liquidity ratio and the high liquidity risk and NBR Regulation No. 25/2011 on
the liquidity of credit institutions. The maturity buckets are: up to one month, one to 3 months, 3 to 6 months, 6 to
12 months and longer than 12 months.
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the lower value of collateral – also due to the reduced possibilities for collateral
disposal – banks updated the collateral recovery rate, which further impacted
required provisions and, implicitly, the financial result.
Profitability indicators worsened compared with the previous year, with return on
assets (ROA) and return of equity (ROE) standing at -1.3 percent and -12.5 percent
respectively.
percent
Indicators

2013

2014

Total capital ratio (previously solvency ratio)

15.46

17.59

Tier 1 capital ratio

14.09

14.56

…

14.56

7.96

7.38

Loans to customers (gross) / Total assets (gross)

58.63

56.18

Interbank loans and investments (gross) / Total assets (gross)

16.24

15.95

Impaired loans to non-bank customers (net) / Total loan portfolio to customers (net)

11.64

9.39

6.50

5.10

Capital adequacy

Common Equity Tier 1 capital ratio
Leverage ratio
Asset quality

Impaired loans to non-bank customers (net) / Total assets (net)
Impaired loans to non-bank customers (net) / Total liabilities

7.25

5.65

Non-performing loan ratio1

21.87

…

Non-performing loan ratio2

…

13.94

ROA (Net income / Total assets, average)

0.01

-1.32

ROE (Net income / Total equity, average)

0.13

-12.45

41.49

41.08

– MB ≤ 1 month

1.68

1.69

– 1 month < MB 3 months

4.44

4.64

– 3 months < MB 6 months

6.67

7.55

– 6 months < MB 12 months

5.61

6.16

– 12 months < MB

2.70

3.22

Profitability

Liquidity
Immediate liquidity
3

Liquidity ratio (eﬀective liquidity / required liquidity)

Table 4.4
Key indicators
of the banking system
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1

Indicator calculated based on prudential reports referring to loan classiﬁcation (only the exposures subject to the
standardised approach).

2

In March 2014, the NBR changed the methodology for determining the NPL ratio. Since then, this indicator has been
calculated based on prudential reports submitted by all banks (both banks that determine the minimum capital
requirement for credit risk based on the standardised approach and banks using internal models-based approach) for loans
meeting the non-performance criteria (debt service longer than 90 days and/or where judicial proceedings have been
initiated).

3

The liquidity ratio is expressed in units; MB – maturity bucket.
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Net assets
lei mill.

%

lei mill.

%

1. Banks with majority domestic capital, of which:

35,856.6

9.8

2,818.8

8.3

1.1. State-owned banks, of which:

31,857.9

8.7

2,483.2

7.3

27,988.5

7.7

1,459.8

4.3

3,869.4

1.1

1,023.4

3.0

3,998.7

1.1

335.6

1.0

1. CEC Bank
2. Banca de Export-Import a României – Eximbank
1.2. Banks with majority private capital, of which:
1. Banca Comercială Carpatica

3,250.5

0.9

190.5

0.6

2. Banca Comercială Feroviara

493.3

0.1

40.0

0.1

3. Banca Română de Credite şi Investiţii
2. Banks with majority foreign capital, of which:

0.1

105.1

0.3

80.1

29,052.0

85.3

59,037.1

16.2

5,848.9

17.2

2. BRD Groupe Société Générale

45,180.0

12.4

4,570.6

13.4

3. Banca Transilvania

35,619.5

9.8

3,616.9

10.6

4. Raiﬀeisen Bank

28,734.6

7.9

3,366.4

9.9

5. UniCredit Ţiriac Bank

28,698.4

7.9

2,641.8

7.8

6. Alpha Bank România

16,955.1

4.6

1,792.0

5.3

7. Volksbank România

12,360.8

3.4

1,177.6

3.5

8. Bancpost

11,535.2

3.1

1,204.0

3.5

9. Piraeus Bank România

8,998.2

2.5

769.0

2.3

8,224.8

2.2

637.6

1.9

11. Banca Românească – Grupul National Bank of Greece

6,773.6

1.9

595.0

1.7

12. OTP Bank România

4,740.8

1.3

400.0

1.2

13. Credit Europe Bank România

4,502.5

1.2

543.4

1.6

14. Intesa SanPaolo România

4,447.6

1.2

370.2

1.0

15. BCR Banca pentru Locuinţe

2,739.5

0.8

115.4

0.3

16. Banca Millennium

2,392.7

0.7

198.9

0.6

17. Marﬁn Bank România

2,314.1

0.6

190.9

0.6

18. Libra Internet Bank

1,687.1

0.5

163.1

0.4

19. ProCredit Bank

1,530.0

0.4

178.1

0.5

20. Credit Agricole Bank România

1,280.9

0.4

89.5

0.3

21. Bank Leumi România

1,231.3

0.3

164.1

0.5

22. Nextebank

1,039.6

0.3

211.6

0.5

919.3

0.3

61.6

0.2

23. Romanian International Bank
24. Raiﬀeisen Banca pentru Locuinţe

527.4

0.1

59.7

0.2

25. Porsche Bank Romania

331.8

0.1

85.7

0.3

327,658.5

89.9

31,870.8

93.6

35,543.7

9.8

1,956.7

5.7

18,738.5

5.1

1,210.5

3.6

I. Total commercial banks
II. Foreign bank branches, of which:
1. ING Bank N.V., Amsterdam
2. Citibank Europe plc, Dublin

8,704.5

2.4

795.2

2.3

3. Veneto Banca Scpa Italia Montebelluna

4,586.0

1.3

-112.1

-0.3

4. Bank of Cyprus Public Company Limited Nicosia

-0.3

1,592.5

0.4

-95.9

5. BNP Paribas Fortis SA/NV Bruxelles

790.8

0.2

16.8

0.0

6. Blom Bank France S.A. Paris

567.0

0.2

181.8

0.5

7. TBI Bank EAD Soﬁa

409.3

0.1

-3.5

0.0

8. The Royal Bank of Scotland plc, Edinburgh

154.9

0.1

-36.3

-0.1

0.2

0.0

0.2

0.0

363,202.2

99.7

33,827.5

99.3

941.1

0.3

249.6

0.7

364,143.3

100.0

34,077.1

100.0

9. Montepio Credito-Instituicao Financeira de Credito S.A.
Portugalia
Total banks and foreign bank branches (I+II)
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254.9
291,801.9

1. Banca Comercială Română

10. Garanti Bank

Table 4.5
Net assets and own funds
as at 31 December 2014

Own funds*

CREDITCOOP
Total credit institutions
* own capital (for foreign bank branches)
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3. Assessment of banking risks
With a view to preventing and containing banking risks, protecting depositors’
interests and securing the stability and viability of the banking system, the NBR
ensures the prudential supervision of credit institutions, Romanian legal entities,
including that of their branches in other Member States and third countries.
Therefore, the supervisory authority examines banks’ risk management and carries
out its own assessment of the risks that banks face or may face (credit risk, operational
risk, market risk, liquidity risk, other significant risks), as well as the risks that banks
pose to the financial system, i.e. the risks identified via stress tests.
Supervision implies both off-site examinations and on-site inspections conducted at
banks’ head offices and their branches in Romania and abroad.
Off-site examinations consist in analysing the developments in financial and prudential
indicators reported by banks and checking whether these indicators stay within the
prudential limits set by the regulations in force, in order to monitor the evolution of
the general risk profile and its components. Another important component of off-site
examination is the assessment of banks’ requests on envisaged changes referring
mainly to: the persons appointed to run/manage the banks; the persons designated
to run the structures involved in risk management and control, as well as any other
activities that may expose the credit institution to significant risks (starting with
2009); potential shareholders; mergers/divisions/acquisitions of the bank; the scope
of activity; financial auditors. As regards the assessment of executive managers,
administrators and middle managers of credit institutions, in 2014, 73 requests for prior
approval were processed, of which 72 requests were approved and one was rejected.
Furthermore, 2 direct and 3 indirect significant shareholders were approved.
Under the annual assessment and verification programme, approved by the NBR
Board, 36 inspections were conducted in 2014, of which 29 at banks and 7 at foreign
bank branches.
The inspections conducted under the annual assessment and verification programme
targeted particularly: the general risk profile, the financial standing, the business
strategy and risk strategy, the management structure and responsibilities, the
organisation and functioning of the internal control system, the analysis of significant
risks and other risks; the verification of the internal capital adequacy assessment
process (ICAAP), outsourced activities.
Apart from the scheduled inspections, 24 narrowly-targeted thematic inspections were
conducted at banks. According to their specific themes, the narrowly-targeted thematic
inspections address one or several types of risks and verify the implementation of
measures set by the NBR. The narrowly-targeted thematic inspections conducted
in 2014 assessed mainly: the asset quality, the management of non-performing
assets (their volume and structure), the coverage of non-performing exposures with
adjustments, the measures to reduce non-performing assets, the management
of the risk associated with non-performing loans); restructured loans; the NPL
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restructuring/rescheduling policies; the strategies to recover non-performing loans;
the adjustment of IT systems for the management of impaired assets; liquidity risk;
financing risk; exposure to operational and reputational risks; the performance
indicators used to measure operational and reputational risk events associated
with outsourced activities; qualitative and quantitative requirements and standards
regarding the Advanced Measurement Approach (AMA) used to determine the capital
requirement for operational risk; qualifying holding; the manner of implementation of
recommendations and measures imposed by the NBR.
Following the inspections carried out and the reports prepared, remedial measures
were decided to correct deficiencies in 51 cases, with firm deadlines set for 24 banks.
The measures focused mainly on maintaining own funds at a level higher than the
minimum capital requirements, strengthening the provisions on governance and
capital management, implementing a specific policy for setting up provisions or an
asset-specific treatment, imposing specific liquidity requirements, as well as limiting the
variable component of remuneration.
The breach of some legal provisions entailed the enforcement of sanctions against
persons within to 4 credit institutions, consisting in the suspension of voting rights
(6 shareholders), fines (3 cases) and/or written warnings (19 cases).
The sanctions were applied for aspects related to the observance of prudential
requirements, classification of loans and investments, calculation and use of prudential
valuation adjustments or of adjustments for impairment, risk management,
organisation and management, conflicts of interest, remuneration policies, internal
control system, internal audit, as well as for the failure to properly implement the
measures imposed by the NBR.

4. Non-bank ﬁnancial institutions, payment institutions
and electronic money institutions
In 2014, the restructuring of non-bank financial institutions (NBFIs), payment
institutions and electronic money institutions continued in terms of both numbers
and the main aggregate financial indicators.

4.1. Non-bank financial institutions
The number of NBFIs entered into the General Register dropped to 170 from 173 at
end-2013, following the erasure of 15 institutions, concurrently with the registration
of other 12 institutions. The erasures were mainly performed upon request (13 cases)
or for other legal grounds (2 cases).
By type of activity, the 15 erasures were recorded as follows: 10 under “Multiple
lending activities” and 5 under “Financial leases”. At the same time, the registration of
new institutions was as follows: 11 under “Multiple lending activities” and one under
“Financial leases”.
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At end-2014, the number of NBFIs registered with the Special Register dropped to
44 (Table 4.6) from 50 entities a year earlier, as a result of the erasure of 6 institutions,
of which 4 failed to observe the required limits of the indicators used as criteria for
registration in the Special Register, one was absorbed following the merger with a credit
institution and one institution requested erasure from the registers held at the NBR.

Activity

Multiple lending activities
Financial leasing

Table 4.6
Breakdown of NBFIs by activity
as at 31 December 2014

Special
Register

General
Register*

General
Register

No.

%

No.

%

No.

%

37

84.1

91

72.2

128

75.3

6

13.6

23

18.3

29

17.1

Issuing guarantees and assuming
commitments, including credit guarantee

1

2.3

4

3.2

5

2.9

Consumer loans

0

0.0

4

3.2

4

2.4

Micro loans

0

0.0

2

1.6

2

1.2

Financing of commercial transactions

0

0.0

1

0.8

1

0.6

Factoring

0

0.0

1

0.8

1

0.6

Mortgage and/or real-estate loans

0

0.0

0

0.0

0

0.0

Discounting

0

0.0

0

0.0

0

0.0

Forfeiting

0

0.0

0

0.0

0

0.0

Other ﬁnancing means in the form of loans
Total

0

0.0

0

0.0

0

0.0

44

100.0

126

100.0

170

100.0

* excluding NBFIs in the Special Register

The share capital of NBFIs declined by a mere 0.08 percent compared with end-2013,
amounting to lei 3,051.9 million at end-2014. Aggregate assets (net) also posted a
downward trend, their value running at lei 24,020.4 million, down by 7.3 percent from
the previous year (Table 4.7).
The aggregate level of loans and commitments equalled lei 36,290.5 million, down
1.3 percent from the previous year. Structural analysis shows that loans in the form
of financial leases amounted to lei 9,637.7 million (26.5 percent), other types of loans
totalled lei 8,632.7 million (23.8 percent), while the balance on commitments assumed
stood at lei 18,020.1 million (49.7 percent). The latter followed an upward path
compared with end-2013 (+8.2 percent), while financial leases and other types
of loans contracted by 4 percent and 14.2 percent respectively.
The evolution illustrates the persistence of the upward trend seen in previous years in
commitments assumed, especially due to NBFIs established as Credit Guarantee Funds.
Overdue and doubtful claims (net) dropped in 2014 both in absolute terms, to lei
841.7 million, from lei 1,038.6 million at end-2013 and as a share in total assets (net),
to 3.5 percent, from 4 percent. At the same time, the level of provisions for doubtful
and past-due claims also declined to lei 4,498 million, from lei 4,565.4 million.
In 2014, the profitability of the NBFIs entered into the General Register improved,
the financial result reverting to positive territory. The aggregate profit of the NBFIs
registered with the Special Register equalled lei 107.4 million and that of the NBFIs
entered only into the General Register stood at lei 193 million, total profit of the
system amounting to lei 300.4 million.
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lei million**
Indicator
Share/endowment capital

Special
Register

General
Register***

General
Register

2,374.4

677.5

3,051.9

Total assets (net)

21,885.9

2,134.5

24,020.4

Total loans and commitments, of which:

35,002.9

1,287.6

36,290.5

– ﬁnancial leases

9,433.6

204.3

9,637.7

– other loans

7,705.8

926.9

8,632.7

17,863.6

156.3

18,020.1

734.1

107.6

841.7

– commitments
Doubtful and past-due claims (net), of which:
– doubtful and overdue loans
Provisions for doubtful and past-due claims, of which:

371.0

70.8

441.8

3,683.0

815.0

4,498.0

– provisions for doubtful and overdue loans

3,153.9

656.7

3,810.6

Non-performing loans and commitments****

4,306.6

509.8

4,816.4

-413.4

-158.6

-572.0

107.4

193.0

300.4

Retained earnings/Loss carried forward
Proﬁt for the year 2014
ROA (Net income/Total assets); %

0.49

9.04

1.25

ROE (Net income/Total equity); %

2.11

21.29

5.01

Number of contracts
Number of customers, of which:
– individuals
– legal entities

1,012,197

784,260

1,796,457

903,325

694,019

1,597,344

825,382

685,787

1,511,169

77,943

8,232

86,175

* including data reported by NBFIs that are also payment institutions
** excluding “ROA”, “ROE", “Number of contracts” and “Number of customers”

Table 4.7
Main indicators of the NBFI sector
as at 31 December 2014*

*** excluding NBFIs in the Special Register
**** overdue for more than 90 days and/or in which case legal proceedings have been initiated to recover the assets
(with debtor contamination)

The main profitability indicators (return of equity – ROE and return on assets – ROA) of
the NBFIs entered only into the General Register posted significantly higher values (ROE:
21.3 percent and ROA: 9 percent) compared with the NBFIs registered also with the
Special Register (ROE: 2.1 percent and ROA: 0.5 percent), small-sized NBFIs witnessing
higher profitability.
Table 4.8 shows the breakdown of the NBFIs’ share/endowment capital by country of
origin for the 44 institutions listed in the Special Register at end-2014.
Compared with end-2013, the main change consisted in the increase in the share of
Romanian capital to 63.7 percent, from 56.9 percent.
As for the other countries holding equity stakes in the share/endowment capital of
the NBFIs listed in the Special Register, at end-2014, the top three countries were the
Netherlands (24.3 percent in total foreign capital), France (18.9 percent) and Germany
(15.3 percent). These countries hold more than half of total foreign capital
(58.5 percent), the remainder being held by other nine countries.
Foreign share capital totalled lei 861.5 million, down lei 210.8 million (19.7 percent)
versus 2013. The value of foreign share capital stood at EUR 192.2 million at the
EUR/RON exchange rate as at end-2013.
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percent
Country of origin

Share/Endowment capital
in total capital

Romania

Table 4.8
Share/endowment capital
by country of origin
as at 31 December 2014

in total foreign capital

63.7

−

The Netherlands

8.8

24.3

France

6.9

18.9

Germany

5.6

15.3

Sweden

4.2

11.5

Italy

2.2

6.0

Cyprus

2.1

5.7

Greece

1.7

4.6

USA

1.6

4.3

Austria

1.1

3.1

United Kingdom

1.0

2.6

Poland

0.7

2.0

Luxembourg

0.6

1.6

Prudential supervision and oversight of NBFIs
Prudential supervision and oversight of NBFIs translated into monitoring the drafting
and submission of regular reports, as well as into the conduct of on-site inspections
by the dedicated NBR staff. The actions resulted in supervision reports and sanctions
enforced, as appropriate, in accordance with the legal provisions in force.
Specifically, after checking the manner of drafting regular reports and the compliance
with the BNR’s regulations on NBFIs, 12 off-site examination reports were compiled
and 12 sanctions were imposed, consisting in 5 written warnings, 4 fines applied to
NBFIs and 3 suspensions of lending activities.
The on-site inspections conducted in compliance with the annual inspection schedule
were focused on checking the operating activity of 18 NBFIs listed in the Special
Register (one of them is also a payment institution) and 3 NBFIs entered only into the
General Register.
Based on the reports compiled by the inspection teams, sanctions in the form of
8 written warnings and one fine were imposed on 9 institutions. In addition, 14 NBFIs
were required to draft and submit remedial action plans.
In addition, following the notifications sent by the NBFIs and their monitoring, the
changes operated in 2014 in the registers kept by the National Bank of Romania
consisted of:
▪ the registration of 12 new NBFIs with the General Register;
▪ the erasure of 15 NBFIs from the General Register;
▪ the erasure of 6 NBFIs from the Special Register.
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Furthermore, changes in the names, headquarters and/or telephone/fax numbers of
NBFIs, the shift of some NBFIs from one section of the General Register to another,
following the change in its scope of activity were operated in the Special and the
General Registers.

4.2. Payment institutions
At end-2014, 8 payment institutions and 48 agents through which they performed
payment services in Romania as well as abroad were listed in the Payment Institutions
Register. Out of the 48 agents, 9 have been entered into the register held by the NBR
in 2014.
Moreover, 4 of the authorised payment institutions are also NBFIs, entered into the
General Register.
In 2014, the prudential supervision of payment institutions was conducted based on
the analysis of the reports submitted, in compliance with NBR Regulation No. 21/2009
on payment institutions, as subsequently amended and supplemented, as well as
based on the on-site inspections by the dedicated NBR staff. The on-site inspections,
carried out according to the annual inspection schedule, focused on checking the
operating activity of 3 payment institutions, other than those that are also NBFIs,
and they materialised in the enforcement of a sanction, i.e. written warning and the
obligation for one entity to draft and submit a remedial action plan.

4.3. Electronic money institutions
At end-2014, two entities were listed in the Register of electronic money institutions,
the same as at the end of the previous year.
During the period under review, prudential supervision of electronic money
institutions was conducted by analysing the reports submitted by these entities in
compliance with the provisions of NBR Regulation No. 8/2011 on electronic money
institutions, as subsequently amended and supplemented.

5. The monitoring of international sanction application,
prevention of money laundering and combating
the ﬁnancing of terrorism
In 2014, the NBR’s concerns in the field of monitoring the international sanction
application, prevention of money laundering and combating the financing of
terrorism focused on checking credit institutions’ compliance with the applicable
legislation in the field by way of conducting 31 inspections, of which 29 on-site
inspections, one off-site examination and one narrowly-targeted thematic inspection.
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The deficiencies found during the inspections led to the drafting of 13 reports on the
offences committed and penalties incurred, one order imposing remedial measures
and 11 letters of recommendation for improving the risk management framework.
The sanctions were enforced mainly for non-compliance with the regulations
on prevention and control of money laundering and combating the financing of
terrorism. Moreover, six notifications concerning suspicious transactions of money
laundering, identified by inspection teams, were submitted to the National Office for
Prevention and Control of Money Laundering.
Moreover, the participation of the NBR representative in the Interinstitutional
Council6 meetings ensured the documentation and expertise in the financial and
banking area necessary for: (i) drafting the mandates and position documents of
Romania, submitted to the international bodies with responsibilities in the field of
internationally established sanctions, particularly during the meetings of “RELEX /
Sanctions formation” Group of the EU Council; (ii) drafting and issuing advisory
opinions in order to substantiate decisions on applying international sanctions;
(iii) the formulation of comments on and proposals for the EU draft regulations and
decisions regarding the application of internationally established sanctions in this
field; (iv) drafting the Annual Report on the measures taken by Romania with a view
to enforcing the internationally established sanctions regimes in the financial and
banking area (the Report is submitted to the Parliament and the Supreme Council
for National Defence by the Prime Minister); (v) submission for review of certain
aspects concerning the enforcement of international sanctions with a view to their
clarification and uniform enforcement.
Moreover, for the purpose of adequately implementing the legislation on
internationally established sanctions in the financial and banking area, its
enforcement was monitored on a permanent basis and the respective issues were
included in the thematic objectives of the supervisory actions.
One of the specific, permanent activities of the NBR was to inform with celerity
the credit institutions about: (i) the enforcement, amendment or supplementation
of the sanctions to be applied in the financial and banking field and (ii) the risk of
money laundering/financing of terrorism considering the vulnerabilities identified
by the Financial Action Task Force (FATF), in view of facilitating the enforcement of
appropriate measures.
Based on the mandate granted by the NBR Board, the dedicated department ensured
cooperation with: (i) the supervisory authorities in what concerns the enforcement
of regulations on preventing money laundering and combating the financing of
terrorism, in view of providing information on a mutual basis while observing the
professional secrecy provisions stipulated by law and (ii) the other national and
international authorities involved in the application of international sanctions, in
compliance with the provisions of the legal cooperation framework.

6
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The Interinstitutional Council was established in compliance with Art. 13 of Government Emergency Ordinance No. 202/2008,
approved by Law No. 217/2009, as subsequently amended and supplemented.
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Furthermore, specialised advisory services were provided to credit institutions with
regard to the methodology for enforcing the legislation on international sanctions,
prevention and control of money laundering and combating the financing of
terrorism. These services focused on delivering information, establishing working
groups, drafting opinions, etc.
Another line of action consisted in the NBR’s participation, as a member, in the
meetings of the Sub-committee on Anti-Money Laundering within the Joint
Committee of the European Supervisory Authorities which the European Banking
Authority is part of.
Particular attention was attached to the completion of the fourth round assessment
of Romania by the Committee of Experts on the Evaluation of Anti-Money Laundering
Measures and the Financing of Terrorism (MONEYVAL) within the Council of Europe,
in terms of compliance with the implementation of International Standards on
Combating Money Laundering and the Financing of Terrorism & Proliferation (the
FATF Recommendations), as well as of the effectiveness of implementation of these
standards. This required the active involvement of the NBR dedicated department in
preparing and presenting the comments on the findings in the draft report (during
the preparatory technical meetings and in the plenary meeting of the Moneyval
Committee). All these actions translated into the adoption of the Evaluation Report
on Romania of 4 April 2014, during the 44th Plenary Meeting of the Moneyval
Committee, and the inclusion of some of the amendments put forward.
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Chapter 5
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In performing its statutory tasks, the NBR supplied the amount of currency necessary
to ensure smooth money circulation in terms of value, quantity and denomination
composition, thereby meeting the requirements of all cash users. Moreover, the
central bank has consistently adopted the appropriate measures in order to enhance
the quality of currency in circulation.

1. Developments in currency in circulation outside banks
In 2014, currency in circulation outside banks remained on an upward path, the pace
of increase (up 14.7 percent to lei 43,003 million1) being 2.4 percentage points faster
than that recorded in the previous year
lei billion
(Chart 5.1).
44
40
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0

Similarly to previous years, currency
in circulation outside banks posted
uneven developments throughout
2014 (Chart 5.2). In 2014 H1, months of
decline were generally intertwined with
months of increases, so that the value of
currency in circulation outside banks at
the end of the period was similar to that
2008 2009 2010 2011 2012 2013 2014
recorded at end-2013 (0.8 percent). The
same as in the previous year, currency
outside banks dropped by about 1 percent in January versus December 2013 to reach
a year’s low of lei 37,131 million, while it recorded a substantial rise in April (monthly
rate of 2.8 percent) in the context of Easter and the 1st of May holidays.
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Currency outside banks
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Lei 39,792 million, excluding the cash in automated teller machines and automatic exchange teller machines (lei 3,211 million).
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In 2014 H2, the value of currency in circulation outside banks followed a relatively
steady upward course, deviating from this trend only in September, when it
contracted by 1.5 percent versus August 2014. Seasonal factors further had a key
role in these developments (holiday season, winter holidays, year-end budgetary
measures), so that currency outside banks reached a record high for the year under
review, i.e. lei 44,213 million, on 24 December 2014.
At end-2014, the number of banknotes outside banks was 927.3 million, up
13.0 percent year on year, their value standing 14.7 percent higher (Chart 5.3).
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Chart 5.3
Currency outside banks
in 2014 versus 2013
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The number of banknotes outside banks reported rises in the case of all banknote
denominations, with the lei 100 note seeing a more pronounced increase
(22.3 percent), while its share in the total number of banknotes in circulation outside
banks moved ahead 1.6 percentage points from 2013.
The lei 50 denomination also posted a significant increase (15.7 percent), which pushed
its share higher by 0.4 percentage points. The two denominations were the only ones
whose shares in the total number of banknotes in circulation outside banks went up
versus 2013, as they were widely used for loading the automated teller machines.
percent
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46.5
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The increases seen by the other
banknote denominations in terms of
number were smaller in size, i.e. about
12 percent for leu 1 and lei 10 notes,
6.1 percent for the lei 200 note,
2.4 percent for lei 500 and merely
1.3 percent for the lei 5 note.

18.4

At end-2014, the leu 1 banknote
held the largest share of the total
in terms of number
in terms of value
number of banknotes outside banks,
leu 1
lei 5
lei 10
lei 50
i.e. 30.7 percent, ahead of the lei 100
lei 100
lei 200
lei 500
denomination, which accounted for
21.4 percent. The lei 500 note took the lowest share of the number of banknotes
outside banks, i.e. below 1 percent (Chart 5.4).
0

Chart 5.4
Denomination composition
of banknotes in circulation in 2014
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The banknotes most frequently used for loading ATMs, namely the lei 100, the
lei 200 and the lei 50 denominations, further held the largest shares of the total value
of banknotes outside banks, i.e. 46.5 percent, 22.0 percent and 18.4 percent respectively.
The developments in the number of banknotes outside banks during 2008-2014 reveal
a strong long-term increase in the use of lei 200 banknotes, the number of which grew
by 156.5 percent in the reviewed period, followed by lei 100 notes with a 75.7 percent
rise. The lei 500 note was the sole denomination to report a lower number of banknotes,
i.e. down 18.2 percent.
At end-2014, the number of coins outside banks was 13.8 percent higher year on year.
In terms of value, coins in circulation outside banks gained 12.4 percent (Chart 5.3).
The further high demand for metal coins was mainly ascribable to the ongoing
expansion of chains of discount stores and the implementation of practices specific
to cash payments and collections, which implies the use of large amounts of coins
in order to return change to their customers. Another factor contributing to the
growth of demand for metal coins was the development of automated low-value food
vending machines and self-service payment machines.
In 2014, coins outside banks reported rises in terms of number irrespective of
denomination, with the ban 1 and bani 10 coins posting larger hikes, i.e. 18.0 percent
and 13.8 percent respectively.
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Chart 5.5
Denomination composition
of coins in circulation in 2014
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The bani 10 coin accounted for the
largest share of the total number of
coins outstanding with households and
companies, i.e. 41.3 percent, with the
bani 5 coin ranking second with a share
of 27.8 percent (Chart 5.5).
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In terms of value, the bani 50 coin held
the highest share, i.e. 51.3 percent, ahead
of the bani 10 coin with a share of
35.2 percent.

At end-2014, the number of notes and coins in circulation outside banks per capita
amounted to 46 and 140, respectively, i.e. 5 notes and 18 coins more than at
end-2013. The average value of a banknote in circulation was lei 46, up by lei 0.7 from
that recorded at end-2013 (Table 5.1).
lei
Table 5.1
Average value of a banknote
in circulation during 2008-2014
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2008

2009

2010

2011

2012

2013

2014

39.8

40.7

41.4

41.1

45.4

45.3

46.0
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2. NBR’s cash payments and collections in its relation
with credit institutions/the State Treasury
Payments
In 2014, the total value of banknotes and coins used for NBR’s payments to credit
institutions/the State Treasury stood at lei 20,393.9 million, down 8.9 percent
from 2013.
The NBR’s payments enabled the putting into circulation of 461.2 million banknotes,
down 27.8 percent from 2013, and 450.7 million coins, up 12.8 percent versus a year
earlier. The total value of banknotes put into circulation was lei 20,328.3 million,
9.0 percent lower than that recorded in 2013, whereas the total value of coins stood
at lei 65.6 million, up 14.5 percent from the previous year.
A rise in the number of banknotes used to make payments, i.e. by 17.5 percent, was
reported by the lei 100 note, as a result of its being widely used for loading ATMs.
In fact, the share of the lei 100 note in the total number of banknotes used for
payments saw the highest increase from a year earlier, adding 9.2 percentage points
to 23.9 percent.
The lei 500 banknote recorded a 26.9 percent growth in terms of number, yet the
volume of withdrawals for this denomination was further extremely low, accounting
for merely 0.1 percent of the total number of banknotes withdrawn by credit
institutions/the State Treasury from the NBR.
The other denominations witnessed contractions in terms of number, which were
more pronounced for lei 5 and lei 200 banknotes (down 57.6 percent and 49.3 percent
respectively), ahead of leu 1, lei 10 and lei 50 banknotes, which reported decreases of
up to 37.2 percent.
The shares of leu 1, lei 5 and lei 10 banknotes headed downwards in 2014, their
cumulative share in the total number of banknotes used for payments at the request
of credit institutions/the State Treasury shrinking to 48 percent from 60.4 percent
in 2013.
In terms of value, the lei 100 denomination accounted for more than half of total
payments to credit institutions/the State Treasury, i.e. 54.3 percent, ahead of the lei 50
and lei 200 notes with shares of 29.4 percent and 9.5 percent respectively. Specifically,
the three denominations held a cumulative share of nearly 93 percent of the total
value of banknotes used for payments in 2014 as compared with about 90 percent in
the year before.

96

NATIONAL BANK OF ROMANIA

5. Currency issue

The number of coins used for payments was larger across all denominations, with the
bani 10 coin recording the strongest increase (17.5 percent), followed by the bani 50
coin (13.6 percent). Specifically, the bani 10 coin accounted for the largest share in the
total number of coins used for payments (43.9 percent), ahead of the bani 5 coin with
a 20 percent share.
In terms of value, the bani 50 coin further accounted for the largest share of the total
value of coin payments to credit institutions/the State Treasury (61.7 percent), the bani
10 coin ranking second, with a 30.2 percent share.

Collections
In 2014, the NBR’s cash collections amounted to lei 14,369.1 million, down 20.5 percent
against 2013.
NBR’s collections via the deposits of credit institutions/the State Treasury returned
353.4 million banknotes to the central bank, 33.4 percent less than in 2013 and
23.4 percent less than those put into circulation. The NBR collected a smaller number
of notes in the case of all banknote denominations. The lei 100 note saw a smaller
decrease (down 6.6 percent), whereas the lei 500 denomination posted a sharper
decline (60.3 percent).
The same as in 2013, the largest share in the total number of banknotes returned
by credit institutions to the central bank was held by the lei 50 note (26.6 percent),
followed by the lei 100 note (20.3 percent). Half of the value of banknotes collected in
2014 was accounted for by the lei 100 note, ahead of the lei 50 note (32.8 percent).
In 2014, 115.3 million coins were returned by credit institutions/the State Treasury to
the central bank, up 11.8 percent from the year before.
In terms of denomination composition, the number of collected bani 10 and bani 50
coins went up (by 16.2 percent and 10.5 percent respectively), while the number of
ban 1 and bani 5 coins dropped by 34.7 percent and 7.6 percent respectively.
The bani 10 coin held the most significant share of the total number of coins
collected, i.e. 52.1 percent, the bani 50 coin ranking second, with 42.1 percent.
In 2014, the NBR’s cash collections via the deposits of credit institutions/the State
Treasury with its regional branches amounted to lei 30.6 million, up 11.3 percent from
2013. The bani 50 and bani 10 denominations jointly accounted for a share of
99.0 percent. Similarly to the preceding years, the value of collections of bani 5 and
ban 1 was modest, accounting for merely 1 percent of the total value of coin collections.
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3. Currency processing and withdrawal from circulation
of unﬁt currency
In 2014, 376.4 million banknotes were processed in the four processing centres of
the National Bank of Romania. Some 31.8 million banknotes were sorted as unfit for
money circulation out of the total number of notes processed, corresponding to an
average unfit banknote rate of 8 percent, 5 percentage points lower than that seen
in 2013.
The unfit banknote rate was inversely proportional to the face value of banknotes
in 2014 as well. Substantial decreases (down to half ) were seen in the unfit degree
of low-value denominations, i.e. leu 1, lei 5 and lei 10, that are frequently used in
payments and collections, on the back of the NBR’s carrying out sustained fitness
sorting actions.
In 2014, some 125.2 million coins were processed in the four processing centres of
the NBR’s regional branches, with 744.1 thousand coins being sorted as unfit for
money circulation.

4. Numismatic issues
The National Bank of Romania continued to launch a large number of numismatic
issues – an activity it had resumed in 1995 – and issued collector coins in 2014 as
well. In keeping with the long-established practice of promoting the assets of the
Romanian spirituality and of the national cultural heritage both domestically and
abroad, the central bank dedicated the numismatic issues of 2014 to prominent
figures of Romania’s history, arts and literature, as well as to major government
institutions and leading higher education establishments that left an imprint on the
local education system (Table 5.2).
Moreover, the NBR carried on the series of numismatic issues aimed at raising
awareness on the history of gold and the hoards found on Romania’s territory,
testifying to the cultural richness of old civilisations.
In 2014, the National Bank of Romania launched 15 numismatic issues, including
28 coins, out of which 10 were of gold, 12 of silver and 6 of copper-plated tombac.
The mintage differed based on the metal the coins were made of. Thus, 2,600 gold
coins, 4,000 silver coins and 1,000 copper-plated tombac coins were issued.
The central bank also put into circulation, for numismatic purposes, 500 sets
dedicated to the anniversary of 150 years since the establishment of the National
School of Fine Arts (today’s Bucharest University of Fine Arts).
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Numismatic issue

Table 5.2
The 2014 numismatic issues

NATIONAL BANK OF ROMANIA

Metal and face value

The centennial anniversary of the Romanian
Olympic Committee

silver coin with face value of lei 10

The 150th anniversary of the establishment
of Romania’s Court of Accounts

set of three coins (made of gold, silver and
copper-plated tombac) with face values of lei 100,
lei 10 and leu 1; a silver coin with face value of lei 10

The 175th anniversary of the birth of King Carol I
of Romania

set of three coins (made of gold, silver and
copper-plated tombac) with face values of lei 100,
lei 10 and leu 1; a silver coin with face value of lei 10

The 650th anniversary of the beginning
of the reign of Vladislav I Vlaicu

gold coin with face value of lei 100

125 years since the establishment of the Superior
War School

silver coin with face value of lei 10

150 years since the establishment
of the Senate of Romania

set of three coins (made of gold, silver and
copper-plated tombac) with face values of lei 100,
lei 10 and leu 1; a silver coin with face value of lei 10

150 years since the establishment of the University
of Bucharest

set of three coins (made of gold, silver and
copper-plated tombac) with face values of lei 100,
lei 10 and leu 1; a silver coin with face value of lei 10

The commemorative year of Saint Martyrs
Brâncoveanu – St. George’s New Church in Bucharest

set of two coins (made of gold and silver) with face
values of lei 100 and lei 10

150 years since the birth of Elena Văcărescu

silver coin with face value of lei 10

150 years since the birth of Ion I. C. Brătianu

set of three coins (made of gold, silver and
copper-plated tombac) with face values of lei 100, lei
10 and leu 1; a silver coin with face value of lei 10

150 years of architectural education in Romania

silver coin with face value of lei 10

100 years since Eugen Drăguţescu’s birth

silver coin with face value of lei 10

130 years since the adoption of the ﬁrst law on
building a National Cathedral

gold coin with face value of lei 200

The History of Gold – Gold Coins Minted at Histria

gold coin with face value of lei 10

150 years since the establishment of CEC Bank

set of three coins (made of gold, silver and
copper-plated tombac) with face values of lei 100,
lei 10 and leu 1; a silver coin with face value of lei 10

150 years since the establishment of the National
School of Fine Arts (today’s Bucharest University
of Fine Arts)

a mint set comprising, along with a silver medal,
the Romanian coins in circulation with face values of
ban 1, bani 5, bani 10, bani 50 and commemorative
coins with face value of bani 50 (Aurel Vlaicu, Mircea
cel Bătrân, Neagoe Basarab and Vladislav I Vlaicu)
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5. Detected leu and euro counterfeits
Lei
In 2014, counterfeit Romanian banknotes checked by the National Bank of Romania
totalled 2,631, up 122 percent from the previous year. The monthly distribution of
counterfeits is presented in Table 5.3.
2014
Table 5.3
Monthly distribution
of counterfeits

Jan.

Feb.

Mar.

Apr.

May

Jun.

Jul.

Aug.

Sep.

Oct.

Nov.

Dec.

42

80

49

136

78

135

231

253

162

762

497

206

Out of the total number of counterfeit banknotes, 229 were seized by the police
during specific actions, before being put into circulation, while 2,402 were found in
circulation, up 225 percent from 2013.
The lei 100 denomination recorded the highest number of counterfeits, i.e. 1,725
banknotes, of which 195 were seized by the police. The lei 50 banknote came in
second, totalling 673 counterfeits (3 were taken by the police), ahead of the lei 200
note, with 187 counterfeits (of which 28 were found by the police) (Table 5.4).
Denomination
leu 1

Table 5.4
Counterfeits by denomination

Number of counterfeits
0

lei 5

4

lei 10

31

lei 50

673

lei 100

1,725

lei 200

187

lei 500

11

Some 2.4 counterfeits were found per 1 million banknotes in circulation, versus
0.82 counterfeits in 2013.

Euro
In 2014, the number of counterfeit euro banknotes in circulation detected on
Romania’s territory and checked by the National Bank of Romania stood at 2,607,
up 2.6 percent from a year earlier.

100

NATIONAL BANK OF ROMANIA

5. Currency issue

NATIONAL BANK OF ROMANIA

101

Annual Report ▪ 2014

Chapter 6
Payment and
settlement systems
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According to its statutory tasks, the National Bank of Romania promotes the smooth
functioning of payment systems with a view to ensuring financial stability and
maintaining public confidence in the national currency. In order to achieve this
objective, aside from the regulation, authorisation and oversight of the payment
systems, the National Bank of Romania provides facilities for ensuring the efficient
operation of payment and settlement systems.
To this end, the National Bank of Romania operates a real-time gross settlement
payment system for large-value and urgent payments in lei (ReGIS) and a central
depository and securities settlement system for government securities and
certificates of deposits issued by the National Bank of Romania (SaFIR), while equally
managing, on the Eurosystem’s behalf, the national component of the real-time gross
settlement payment system for large-value and urgent payments in euro (called
TARGET2-România). The National Bank of Romania manages ReGIS and SaFIR, whereas
the technical operation services were outsourced to TRANSFOND1.

1. ReGIS
General aspects
ReGIS ensures the real-time gross settlement of large-value and urgent payments
in lei made by the participants, on their own behalf and account or on the
customers’ account, as well as the settlement of net positions arising from ancillary
systems.
In 2014, ReGIS further contributed to the smooth operation of money market and
forex market, playing a major role in the successful implementation of the National
Bank of Romania’s monetary policy, considering that central bank’s monetary policy
operations are processed solely through this system.
ReGIS continued to run smoothly in 2014 as well. The volume of large-value and
urgent payments settled through it posted a slight increase, the system contributing
further to the achievement of the National Bank of Romania’s objective, i.e. promoting
the settlement in the central bank money as the sole means of payment.

1
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TRANSFOND is a joint-stock company, having as shareholders the National Bank of Romania (33.3 percent) and 23 credit
institutions (66.7 percent).
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Participation in the system
At end-2014, the number of participants in ReGIS stood at 47, of which 39 credit
institutions, the National Bank of Romania, the State Treasury and 6 ancillary systems
(SENT, SaFIR, RoClear, DSClear, VISA Europe and MasterCard Europe), the same as at
end-2013.

Pricing policy
In view of its objective to provide means of making payments efficient for the
economy, the National Bank of Romania continued in 2014 to apply low fees related
to ReGIS, namely lei 6 per transaction.

Payments in ReGIS
In year-on-year comparison, in 2014, the total number of payments processed via
ReGIS went up by 5.6 percent and the average daily volume of such payments rose by
5.8 percent. The value of payments decreased marginally from 2013 (by 0.4 percent)
and the average value per transaction shed 5.7 percent versus 2013 (Table 6.1).

Total

Daily average

Total

Daily average

Average value
per transaction
(lei mill.)

2013

3,323

13.1

6,755

26.7

2.0

2014

3,510

13.9

6,725

26.7

1.9

+5.6

+5.8

-0.4

-0.1

-5.7

Volume (no. of transactions; thou.)

Table 6.1
Payments traffic in ReGIS

Change (%)

Value (lei bill.)

In 2014, the volume of payments settled in ReGIS was nearly 3.5 million transactions,
with the daily average going up to 17,044 transactions in December from 12,046
transactions in January (Chart 6.1).
lei billion
number (thou.)
The volume of payments settled daily
18
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Chart 6.1
Developments in large-value
or urgent payments in 2014
versus 2013 (daily average)
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Table 6.2 shows the structure of
payments in ReGIS in 2014 by type
of message which indicates that
payment transactions carried out by
participants on their own behalf but
value of payments in 2013
value of payments in 2014
on the customers’ account (SWIFT
number of payments in 2013 (rhs)
MT103 messages) prevailed, holding
number of payments in 2014 (rhs)
90.8 percent of the total volume of
transactions in the system; however, their total value was further relatively low,
accounting for only 16.4 percent of the total value of transactions settled in the
system. The volume of payment transactions carried out by participants on their own
behalf and account (SWIFT MT202 messages) was relatively low at 7.3 percent of the
total volume of transactions settled via the system; nevertheless, their value was
significant, namely 55.3 percent of the total value of transactions settled via ReGIS.
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The volume of payment transactions involving direct debit/credit of participants’
settlement accounts (operations in relation with the central bank, ancillary system
operations, 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 or
initiate payments) stood at a low level (accounting for only 1.9 percent of the total
volume of transactions settled via ReGIS); however, their total value was 28.2 percent
of the total value of transactions settled via the system.
percent
Payments
Table 6.2
Structure of payments
in ReGIS in 2014

MT103

MT202

Direct transfer

Total volume

90.8

7.3

1.9

Total value

16.4

55.3

28.2

Market concentration was comparable to that in the previous year in terms of both the
volume and value of payments made through ReGIS, the top five credit institutions
accounting for about 55.1 percent and 59.9 percent respectively of the market.
Ensuring a very high availability of ReGIS represents another major objective of the
National Bank of Romania, in view of the importance of the ReGIS system to the
banking and financial system, as well as to the national economy. In 2014, the average
availability of ReGIS, namely the extent to which participants could use the system
without any incidents during the operation days, was 100 percent, falling within the
range of tolerances established by the National Bank of Romania according to the
service level agreement.
Throughout 2014, the National Bank of Romania, in its capacity as system
administrator, continued to oversee, on a continuous basis, the settlement process
and the activity performed by the participants in ReGIS. The participants’ behaviour
was adequate, in accordance with the system rules and procedures. No gridlock
situations occurred due to the lack of funds in one or more participants’ settlement
account/s. In 2014, the participants pursued an adequate and efficient liquidity
management. The value of the repo intraday liquidity provided by the NBR accounted
for 1.5 percent of the total value of settled transactions, with only 2.1 percent of
settled transactions being queued.

2. SaFIR
General aspects
Securities depositories and settlement systems are key components of financial
markets’ infrastructure. In the central bank’s view, the importance of SaFIR
(the government securities depository and settlement system) lies with the
system’s interaction with the other payment systems, as well as with the role played
by such instruments in the settlement of monetary policy operations.
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Participants in SaFIR
At end-2014, 35 financial institutions, out of which 9 primary intermediaries,
15 secondary intermediaries and 11 non-intermediaries, were participating in SaFIR.

Face value of government securities issues deposited with SaFIR
In 2014, the overall face value of issues of lei-denominated government securities
deposited with SaFIR increased versus end-2012, following the turnaround in
the primary market for government securities, the launch of new issues, and also
the reopening of outstanding benchmark issues.
The overall face value of outstanding issues of lei-denominated government
securities at end-2014 came in at lei 98,467 million, up approximately 7.3 percent
versus end-2013.
The overall face value of outstanding issues of euro-denominated government
securities at end-2014 amounted to EUR 3,383.1 million compared to
EUR 3,735.4 million at end-2013.

SaFIR operations
SaFIR settles operations performed by participants in relation to the issuer
(settlement of the primary market transactions, interest and/or coupon payments,
partial/optional/total redemption) and operations carried out by participants on
the secondary market (sale/purchase transactions, financial collateral arrangements,
repo transactions, portfolio transfers).
Chart 6.2 shows the number and value of sale/purchase operations, including reverse
transactions.
The structure of securities transfers reveals the main feature of the secondary market
for government securities.
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Out of the total number of transfers made in 2014, 92.6 percent were
delivery-versus-payment (DvP) transfers, including operations between credit
institutions and their own customers, and 7.4 percent were free-of-payment (FoP)
transfers, representing portfolio transfers.
As concerns the transfer of government securities to the Central Depository through
the direct connection between SaFIR and RoClear, 135 FoP transfers were made
between the two systems in 2014.

Real-time interaction with small- and large-value payment systems
SaFIR ensures the infrastructure
required for the management of
the collateral set up with a view
to guaranteeing the settlement of
net positions of participants in net
settlement systems.
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Chart 6.3
Value of collateral related
to net settlement systems
in SaFIR in 2014
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Chart 6.3 shows the value of the
collateral set up by the participants in
SaFIR based on eligible assets with a
view to guaranteeing the net positions
of net settlement systems.

Facilities for cash management
In order to ensure the smooth settlement via ReGIS, the central bank grants intraday
credit facilities to the participants in the system. Credit institutions participating in
SaFIR can obtain the intraday credit facility via repo intraday agreements based on
eligible assets.
In 2014, the participants in SaFIR resorted to the intraday credit facility and conducted
186 operations in amount of lei 52,241.1 million.

Availability of the system
In 2014, the average availability of ReGIS, namely the extent to which the participants
were able to use the system without any incidents during the operating schedule, was
99.99 percent. This fell within the tolerance range accepted by the National Bank of
Romania according to the service level agreement.

System upgrading in 2014
In order to reduce the fragmentation of the interbank money market and develop
the secondary market for government securities, in 2014, SaFIR was adjusted so as to
allow the voluntary use by market participants of the framework contract for repo/
reverse repo and sell-buy back transactions in government securities, based on the
standardised framework contract for repo/reverse repo transactions – Global Master
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Repurchase Agreement (GMRA) – prepared by International Capital Market Association
(ICMA) in collaboration with Securities Industry and Financial Markets Association
(SIFMA) and used worldwide. This adjustment also refers to the possibility for the
participants to settle the repo transactions concluded between them in a currency
other than the denomination currency of financial instruments used in the transaction.

3. TARGET2 system
General aspects
TARGET2 is a payment system in euro owned and operated by the Eurosystem for
operations such as the settlement of central bank operations, large-value interbank
transfers, as well as other payments in euro. The system provides the real-time
processing of payment instructions, with settlement in central bank money and
immediate finality.
From a legal standpoint, TARGET2 includes several national payment systems (called
TARGET2 national components) operating based on harmonised rules; central banks
are in charge of their management, as well as of the relationships with the national
banking communities.
Three central banks, members of the Eurosystem (Banca d’Italia, Banque de France
and Deutsche Bundesbank), provide and operate the technical infrastructure and the
single shared platform of TARGET2 on behalf of the Eurosystem.
The national component of TARGET2, namely TARGET2-România, started to operate in
2011, with the National Bank of Romania becoming the 24th central bank connected
to the system out of 28 central banks making up at that time the European System of
Central Banks, including the European Central Bank. At end-2014, 4 central banks out
of those connected to the system were from outside the euro area, specifically Poland,
Denmark, Bulgaria and Romania.

Participation in the system
The participation in TARGET2-România is governed by the system rules set forth by
National Bank of Romania Order No. 17/2012 on the operation of TARGET2-România,
as subsequently amended and supplemented.
At end-2014, the participants in TARGET2-România were: 23 credit institutions,
the National Bank of Romania and an ancillary system (SENT - administered by
TRANSFOND).

Pricing policy
TARGET2-România has in place the single pricing scheme set by the Eurosystem
for TARGET2. This scheme applies uniformly to all the participants in the system,
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with no additional fees charged by central banks at the national level. Thus, a bank
participating in the TARGET2-România system pays the same maximum fee per
transaction for both national and cross-border payments.

TARGET2-România operations
In 2014, the system continued to function smoothly, scoring a 100 percent availability.
Compared to 2013, in 2014 the total volume of payments advanced by 18.0 percent.
The value of payments shrank by 9.5 percent compared to 2013 (Table 6.3).
Number of transactions

Table 6.3
Payments traffic
in TARGET2-România

Value of transactions (EUR mill.)

Total

Daily average

Total

Daily average

2013

211,433

829

104,521

410

2014

249,404

978

94,547

Change (%)

18.0

371
-9.5

The average daily volume of payments increased from 766 transactions in January to
1,091 transactions in December, with the total volume of transactions settled in 2014
amounting to 249,404 (Chart 6.4).
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EUR 94,547 million, with the daily
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Chart 6.4
Payments in TARGET2-România
in 2014 (daily average)
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In 2014, the breakdown of payments made through TARGET2-România in 2014, by
type of transaction, shows that the payments carried out by the participants in the
system on their own behalf and account or on the customers’ account held the largest
share, in terms of volume, in total transactions through TARGET2-România, while, in
terms of value, the largest share in total payments via TARGET2-România was taken by
the operations performed by the ancillary system (Table 6.4).

Table 6.4
Structure of payments
in TARGET2-România in 2014,
by type of transaction
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Payments
Total volume
Total value (EUR bill.)

Payments
among
participants

Transactions
with the
central bank

Transactions
through
the ancillary
system

Cash
transfers

239,908

2,231

2,123

5,142

41,996

31,769

88

20,694

109

Annual Report ▪ 2014

The breakdown of monthly payments through TARGET2-România in 2014 (broken
down into national and cross-border) shows the prevalence of cross-border payments
(81 percent of the total volume of
EUR billion
number (thou.)
transactions processed through
10
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TARGET2-România) (Chart 6.5).
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participants pursued an adequate and
number of national transactions (rhs)
efficient liquidity management and no
gridlock situations occurred due to the lack of funds in the participants’ settlement
accounts.

Chart 6.5
National/cross-border
payments in 2014

Furthermore, most payments performed by the participants in TARGET2-România
were settled during the first part of the day, between 7:00 and 9:00 CET2, with the
participants in Romania frequently resorting to warehoused payments.
TARGET2-România can process payments irrespective of their value, as there is no
upper or lower limit on the value of payments.

TARGET2 functionalities in 2014
Every year, the Eurosystem implements a new system version with a view to
improving the performance of and the services provided by TARGET2 on a continuous
basis.
Thus, November 2014 saw the launch of version 8.0, adapted to connect to TARGET2Securities (T2S), the future European platform for the securities settlement, and to use
the SWIFT 2014 standards.
In 2014, further steps were taken for the migration of TARGET2 to the new ISO 20022
standards. Furthermore, progress was made in ensuring full compliance of the system
with the ECB Regulation on oversight/monitoring requirements for systemically
important payment systems and especially with regard to risk assessment, liquidity
stress test and multi-tiered participation.

TARGET2-Securities (T2S)
Target2-Securities (T2S) is the future European platform for the settlement of national
and cross-border securities transactions in central bank money, which will start
operating as of 22 June 2015.
2
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T2S will provide mainly settlement services of the euro-denominated securities
transactions processed by central depositories in the European Economic Area (by
outsourcing accounts from TARGET2 to T2S). At the request of central depositories
and national central banks, T2S will allow for the settlement in other currencies as well
(through accounts outsourced from the national real-time gross settlement systems).
T2S will operate through a single technical platform provided by four central banks,
i.e. the three central banks ensuring the technical infrastructure of TARGET2 (Deutsche
Bundesbank, Banca d’Italia and Banque de France respectively) and Banco de España.
The Eurosystem is the administrator of T2S.
In June 2015-February 2017, 24 European central securities depositories, including
also the Central Depository in Romania, will outsource their securities accounts to T2S,
while 23 national central banks, including the National Bank of Romania, will open
funds accounts with T2S with the aim to settle the securities operations in the central
bank money on this platform.
In 2014, the National Bank of Romania made intense preparations with a view to
connecting to T2S platform. To this end, it implemented and tested the connection of
the technical infrastructure to T2S.
Moreover, as of October 2014, the National Bank of Romania started the user testing
phase on the T2S platform, the mandatory certification and authorisation tests
imposed by the Eurosystem being successfully completed.
Furthermore, the National Bank of Romania informed the national community of
the progress on the project in order to allow credit institutions to decide on the
opportunity to connect to the T2S platform and open dedicated cash accounts during
the first migration wave, including by compiling and sending a newsletter.

4. The National Bank of Romania’s participation
in the activities of the European System of Central Banks
In 2014, the National Bank of Romania continued to participate in the activities
carried out by the Payment and Settlement Systems Committee, a component of the
European System of Central Banks performing tasks in the field of financial market
infrastructures, as well as in the activities of the Committee’s sub-groups: Payment
Systems Policy Working Group, Working Group on Oversight, Securities Working
Group, Working Group on TARGET2, the TARGET2-Securities Sub-Group and the
European Forum on the Security of Retail Payments.
Moreover, in the context of the TARGET2-Securities project, the National Bank of
Romania representatives participated in the activity of the Project Manager Group,
set up at the level of the European System of Central Banks.
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5. Authorisation and oversight of payment systems
5.1. Authorisation of payment systems
and securities settlement systems
The National Bank of Romania is legally empowered to regulate, authorise and
oversee payment systems and securities settlements systems in Romania, as well as
their administrators, with a view to promoting the safe and efficient functioning of the
systems and preventing the systemic risk.
As a result of the requests submitted by TRANSFOND, the administrator of SENT, the
National Bank of Romania assessed and approved a series of amendments to the
SENT system rules in 2014. These amendments concentrated mainly on legal and
operating risks. Thus, clarifications were made to some definitions and certain aspects
concerning the settlement of disputes in the system rules. The disputes that could
not be amiably settled shall be settled by the Court of International Commercial
Arbitration attached to the Chamber of Commerce and Industry of Romania and
the city of Bucharest, in compliance with the Rules of Arbitral Procedure applied by
this Court.
Relative to the operating risk, the amendment to the operating schedule was
approved, with SENT – the euro component – starting to operate at 08.00 instead
of 08.25, in line with the operating schedule of TARGET2 and that of Equens.
Following the requests formulated by the administrators of the securities settlement
systems3, in the course of 2014, the NBR analysed and approved a number of
adjustments to the operating rules governing these systems. Thus, the most
significant change to SaFIR was the introduction of the possibility for the participants
in the system to settle repo transactions concluded among them in a currency other
than the currency in which securities are denominated. The flexibility brought by this
change favoured the increase by more than 36 percent over the previous year in the
aggregate value of the transactions settled in euro via SaFIR, which translated into a
fast-paced rise in the share of these transactions in total operations settled via this
system (more than 15 percent in 2014 compared to 9 percent in the previous year).
This occurred also against the background of the considerable 19 percent decrease in
the value of transactions settled in lei.
The adjustments to RoClear and DSClear systems focused primarily on the
implementation of one of the main provisions of Regulation (EU) No 909/2014
(CSDR)4 relative to reducing the maximum duration of the settlement cycle for
transactions concluded in one trading place to at most two working days after
the date the transactions are performed. Diminishing the settlement cycle helps
shorten particularly the time interval during which investors and the participants
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The settlement systems operating in Romania are: SaFIR (which pertains to the National Bank of Romania), serving the
domestic market for government securities, as well as RoClear and DSClear systems (administered by the Central Depository,
and the Sibex Depository respectively) providing post-trading services for the domestic capital market.

4

Regulation (EU) No 909/2014 of the European Parliament and of the Council on improving securities settlement in the
European Union and on central securities depositories, amending Directives 98/26/EC and 2014/65/EU and Regulation (EU)
No 236/2012.
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in the settlement system are exposed to the counterparty risk (liquidity risk and
replacement cost risk/ market risk)5.
Another major progress was seen in 2014 Q4, namely the technical and functional
separation of trading accounts opened with the Bucharest Stock Exchange from the
accounts used for the settlement of transactions and the custody of securities opened
with RoClear system of the Central Depository. This segregation was one of the
initiatives designed to promote the domestic capital market to emerging markets and
paved the way for diminishing custody and operating risks.

5.2. Measures adopted by the central bank in order to contain
the risks associated with the functioning of payment and
settlement systems and to boost the efficiency of these systems
In 2014, in order to fulfil its statutory tasks, the National Bank of Romania monitored
the smooth functioning of payment and securities settlement systems aiming at:
preserving financial stability, providing an adequate channel for the monetary policy
transmission, ensuring systems’ efficiency, payment systems’ operators complying
with the legal framework, maintaining public confidence in payment systems,
payment instruments and the domestic currency.
In 2014, the National Bank of Romania’s oversight activity focused on data collection
and analysis with a view to identifying the risks and vulnerabilities inherent to the
functioning of payment and settlement systems.
5.2.1. Payment systems
ReGIS, administered by the National Bank of Romania, continued to run normally, with
no major disruptions. The average monthly availability rate stood at 100 percent.
In 2014, SENT system faced a series of technical incidents which caused a slight
decrease in the monthly availability rate of the system, in July 2014 this rate coming in
at 98.37 percent, below the level set forth in the SENT system Rules (99 percent). The
system’s operator informed the National Bank of Romania with regard to the incidents
and the remedial measures.
The National Bank of Romania initiated a process designed to assess the compliance
of ReGIS and SENT payment systems with the most recent international standards
governing the oversight of financial markets’ infrastructure laid down in Principles
for financial market infrastructures compiled by the Committee on Payment and
Settlement Systems attached to the Bank for International Settlements together with
the International Organization of Securities Commissions.
5
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Moreover, based on the impact assessment made by the European Commission, this EU-wide harmonisation will have other
positive consequences too, such as lower operating risks and costs on intermediaries, lower value of the collateral necessary
for the transactions cleared by means of central counterparts, as well as a whole range of additional benefits specific to
cross-border operations (for instance, removal of financing costs earmarked for arbitraging operations between the markets
that were using different settlement cycles, safer processing of corporate events for issuers of securities listed on several
capital markets, as well as less complex cross-border settlement of transactions and related risks, with a favourable influence
on the settlement rate of these transactions), which will spur the integration of European capital markets.
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5.2.2. Securities settlement systems
The National Bank of Romania’s interest in promoting and monitoring a smooth
functioning of settlement systems is warranted by the role they play in implementing
the monetary policy and managing the collateral related to the liquidity provided by
the central bank for a smooth settlement within payment systems and a further stable
financial system.
The actions taken by the NBR concerning the monitoring of settlement systems
focused, on the one hand, on further observing the progress made by the RoClear
and DSClear administrators in implementing the corrective measures set by the
central bank, after the assessment of these systems based on the ESCB-ESRB
Recommendations, and, on the other hand, on finalising the assessment of SaFIR,
based on the same standards. In addition, the NBR, in close co-operation with the
Financial Supervisory Authority, updated the assessment of the RoClear settlement
system, based on the mentioned standards, in the context of the steps taken by the
Central Depository ahead of joining the Eurosystem-owned TARGET2-Securities (T2S),
the future pan-European platform for securities settlement.

5.3. Developments in the electronic payment market
A series of trends became visible on the electronic payment market in the course of
2014:
▪ a higher adoption rate of contactless payments, owing to the increase in the number
of issuers of contactless cards, as well as the expansion of the acceptor network;
the share of small-value payments (below lei 100) made via contactless cards went
up, with public transport being an important channel for promoting contactless
technology;
▪ the advance in card use by 9.5 percent against the previous year, triggered by a
behavioural change concerning the use of cards for shopping, which owed also to the
rise in the number of POS (point of sale);
▪ a growing market share of prepaid cards and gift cards due to the emergence of a
new issuer, these products targeting mainly the individuals with no bank accounts
living in Romania;
▪ the continuous improvement of payment solutions enabling the initiation and
carrying out of payments via smartphone for those who do not have a bank account,
particularly the QR code-based solution;
▪ the changing legislation governing online tax payments following the introduction
of new payment methods, other than paying by card, namely Internet-banking and
mobile-banking, which had a significant contribution to both the development of
e-commerce and the improvement in the tax-collection rate.
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1. Developments in international oﬃcial reserves in 2014
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At end-2014, Romania’s international reserves amounted to EUR 35,506 million,
of which foreign currency reserves made up 90.7 percent and gold accounted for
9.3 percent. International reserves
EUR billion
42
increased by EUR 71 million from
end-2013 (Chart 7.1).
36
30

The gold stock remained unchanged
at approximately 104 tonnes.
18
Nevertheless, in terms of value,
12
it went up EUR 380 million from
6
end-2013 to reach EUR 3,290 million
3.2 3.1 3.1 3.1 3.2 3.2 3.3 3.2 3.1 3.2 3.3
3.1
0
in December 2014. This resulted from
the approximately 13 percent increase1
in the gold price expressed in euro,
gold
foreign currency
total reserves
prompted by the depreciation of the
single European currency against the US dollar on global markets, whereas the gold
price expressed in US dollars stood at end-2014 marginally below the value recorded
a year earlier. In 2014, the gold price witnessed uneven developments, going up amid
escalating geopolitical risks in the first quarter and down on the back of the good
performance of the US economy, especially in the second half of the year, which
fuelled the expectations of market participants regarding the earlier-than-anticipated
reference rate increase by the Fed.
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International reserves in 2014
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In the reviewed period, foreign currency
reserves fell by EUR 309 million, coming
in at EUR 32,216 million at end-2014,
amid Romania repaying a substantial
portion of the loan taken from the
IMF under the 2009-2011 Stand-By
Arrangement (the equivalent of around
EUR 4.4 billion, interest and fees
included), whose reimbursement is to be
concluded in early 2016 (Charts 7.2 and
7.3). In this context, net foreign assets
(excluding monetary gold) rose to EUR
29,528 million from EUR 26,5742 million.

1

The gold price set in the 10.30 a.m. GMT fixing in London stood at EUR 986.55 per ounce at end-2014.

2

The value was recalculated in line with the new international statistical standards (ESA 2010), whereby SDR allocations by
the IMF are treated as foreign liabilities.
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In the reference period, taking
into account the strengthening of
Outstanding debt to the EU: EUR 3.5 billion
6 1.7 Final payment: May 2019
Romania’s economic fundamentals,
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5
as well as of the domestic financial
1.7 1.7 1.7
Repayments to the WB:
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market conditions, along with the
EUR 1.7 bill.
1.7
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denominated loans and the more
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permissive international economic
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and financial environment, the NBR
Board considered that there was
additional room of manoeuvre for a cut
Source: NBR, MPF
in the foreign currency-denominated
reserve ratio and thus continued to
bring the minimum reserve requirements mechanism in line with the European
standards and practices in the field, without prejudice to the fulfilment of NBR
objectives. Specifically, the level of the minimum reserve requirement ratio on
foreign currency-denominated liabilities was lowered gradually from 20 percent to
14 percent.
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Nevertheless, international reserves picked up marginally. The advantages from
preserving a fairly high level of international reserves further proved to outweigh
the corresponding pecuniary and opportunity costs associated with the NBR’s foreign
currency-denominated liabilities. The main advantage lies in the relative stability
of the exchange rate of the leu against the euro at times when the currencies in
the region depreciated substantially. The developments in the exchange rate of
the leu contributed to ensuring domestic financial stability. Moreover, the fairly
high international reserves and the NBR maintaining a prudent investment policy
contributed to strengthening Romania’s external creditworthiness and paved the way
for a further downtrend in funding costs of the government and domestic companies,
as well as for future upgrades of the sovereign ratings (in May 2014, Standard & Poor’s
Rating Agency upgraded the credit rating for Romania’s long-term debt to investment
grade, thus coming in line with the other two major credit reference agencies at
global level, Moody’s and Fitch).
As regards the pecuniary costs entailed by the relatively high international
reserves, they were driven by the unfavourable differential between the returns
on investments in foreign currency assets, given the developments in the global
financial markets and the prudent investment policy conducted by the NBR,
and the interest rates on foreign liabilities.
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2. Management of international reserves in the 2014
challenging global economic and financial environment
2.1. Developments in the external economic
and financial environment
In 2014, world economy growth stood at 3.4 percent, similarly to a year earlier3.
Advanced economies grew by 1.8 percent, whereas emerging and developing
economies expanded by 4.6 percent. By comparison, in 2013, GDP dynamics in these
countries ran at 1.4 percent and 5.0 percent respectively.
Foreign currency reserves dropped worldwide by USD 82 billion against end-2013,
amounting to USD 11,601 billion4. China was further in the lead of foreign exchange
reserve holders, accounting for approximately 33 percent of the total value of world
reserves at end-2014, a share similar to that seen at the end of the previous year5.
In 2014, the diverging trends posted by major advanced economies strengthened.
At the same time, major central banks around the world displayed growing
differences in their monetary policy stances. In the United States and the United
Kingdom, labour market conditions continued to improve and the positive GDP
dynamics strengthened. On the other hand, the economies of the euro area and
Japan were further affected by the fallout from the global financial crisis, given the
insufficient progress seen at national level in the area of structural reforms. The risk
of entering a deflationary spiral was a real cause for concern in these two regions and
stood behind the domestic central banks’ decisions to adopt additional significant
monetary policy easing measures. In 2014, emerging and developing countries as a
whole posted a slowdown in economic growth, a trend seen in China as well.
In early 2014, amid Russia’s annexation of Crimea and the events in Ukraine and
Middle East, geopolitical tensions escalated to dangerous levels and stayed high
throughout the entire reference period. Towards the end of the year, as a result
of the sharp downturn in oil prices, a tendency of real income reallocation from
oil-exporting to oil-importing countries became apparent. In general, commodityexporting countries and their currencies were affected by the substantial decline in
commodity prices. In Greece, political uncertainties heightened in late 2014 given
the failure to reach the minimum number of votes required in the Parliament for the
election of a new President, which led to early general elections according to the
Constitution.
The diverging trends of major advanced economies and the significant and growing
differences in monetary policy stances among the relevant central banks stood
behind the developments seen in major foreign currency pairs and, at times, triggered
decoupling tendencies on the fixed-income securities markets in the euro area, the
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3

Source: IMF – World Economic Outlook, April 2015. Unless otherwise indicated, the GDP annual changes are expressed in
real terms and come from the same source.

4

Source: IMF – COFER (Currency Composition of Official Foreign Exchange Reserves) database; end-2014 data are preliminary.

5

Source for China’s foreign currency reserves: Bloomberg.

119

Annual Report ▪ 2014

United States, United Kingdom and Japan. Over the reported period as a whole, the
yields on government bonds issued by euro area core and semi-core countries6, as
well as by Japan and the United Kingdom, dropped, while the slopes of the yield
curves flattened out. At end-2014, the ask yields for euro-denominated low-risk bonds
with residual maturity of up to 4-6.5 years (depending on the issuer) were in negative
territory, as a result of the substantial monetary policy easing measures adopted
by the ECB as of June 20147. The US government securities market recorded yield
increases for short- and medium-term maturities and yield declines for long-term
maturities. Risk premiums required by investors in order to assume exposures to the
governments of the euro area peripheral countries, excluding the Greek government,
embarked on a downward path.
Throughout the year, the single European currency depreciated substantially versus
the US dollar and the pound sterling. On the other hand, on 31 December 2014, the
EUR/JPY exchange rate stood at a similar level to that recorded at the end of the
previous year. In developed countries, representative stock exchange indices posted
mixed developments in the period under review – new historical highs were recorded
in 2014 in the United States, the United Kingdom and Germany. Compared to the
2013 closing levels, the gold price depreciated moderately versus the US dollar and
strengthened sizeably against the pound sterling, the euro and the Japanese yen.

2.2. The manner to achieve strategic goals
In the period under review, the key strategic parameters set by the NBR Board at end-2010
for the management of international reserves were kept unchanged, as follows:
▪ a currency composition in which the euro accounts for 55 to 85 percent of foreign
currency reserves, the US dollar for 10 to 35 percent and other currencies for at most
15 percent;
▪ an average duration of up to 6 months for the entire foreign currency reserve, as well
as for each foreign currency, except for the euro, in which case the NBR Board decided
to increase the ceiling on the average duration from 6 months to 8.5 months8;
▪ categories of eligible issuers: (i) the US government; (ii) government agencies or
agencies sponsored by the US government; (iii) the governments of EU Member
States; (iv) government agencies or agencies sponsored by the governments of EU
Member States; (v) the Government of Japan; (vi) other AAA-rated governments;
(vii) supranational institutions; and (viii) private entities, issuers of covered bonds;
▪ the maximum exposure to private entities that are issuers of covered bonds:
10 percent of overall international reserves;
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6

With reference to Germany, the Netherlands, Finland, Austria, France and Belgium.

7

The set of unprecedented measures adopted in 2014 was topped by the decisions regarding the cut to negative values of
the ECB's deposit facility rate, i.e. down to -0.20 percent.

8

Initially, the NBR Board established for 2010-2015 a 6-month ceiling also on the average duration of euro-denominated
holdings. Subsequently, in November 2012, in response to developments in the euro area money and bond markets, the
NBR Board decided to temporarily lift the ceiling on the average duration of single European currency holdings, from
6 months to 8.5 months.
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▪ the maximum exposure to private entities other than covered bond issuers:
10 percent of overall international reserves – exposure to private entities will be taken
upon approval by the NBR Board alone.
In the discharge of its duties, the Foreign Reserve Management Committee (FRMC)
examined on a regular basis the global economic developments and the trends in
the international financial markets, as well as their actual and potential impact on the
prospects of achieving the goals set by the NBR Board under the approved strategy
– the movements and prospects of interest rates and exchange rates, events in the
euro area, the United States, the United Kingdom and Japan, geopolitical conditions,
etc. Moreover, the FRMC has steadily monitored the actual and potential impact of
monetary policy decisions and of those adopted by the Ministry of Public Finance
(MPF) regarding public debt refinancing on the size and currency composition of
international reserves, as well as the economic developments in Romania in the
context of the ongoing multilateral financial arrangement.
In 2014, given the extremely challenging investment environment, characterised by
a series of unprecedented events and a high degree of uncertainty, the NBR decided
that it was appropriate to further manage international reserves by focusing more on
identifying and capitalising on new opportunities in the global financial markets, but
without prejudice to its investment safety and liquidity objectives. To this end, the
NBR opted for a more active adjustment of the currency composition of international
reserves, as well as for portfolio shifts from government securities to debt instruments
issued by government agencies and supranational institutions, that were available for
purchase at higher yields. Moreover, it favoured a more dynamic management in terms
of portfolio duration and allocation along the yield curve. Additional risks were taken in
a cautious and effective manner in accordance with the objectives and risk parameters
defined by the multiannual strategy for international reserve management, as well
as with other relevant provisions and considerations. Therefore, keeping in place the
restriction on making investments with private counterparties was deemed appropriate.
In line with the currency composition of the NBR’s foreign liabilities, of Romania’s
public and publicly guaranteed debt service, and of the country’s international trade,
the euro further accounted for the largest share of foreign exchange reserves
(75.0 percent) in 2014 as well, ahead of the US dollar (21.4 percent) (Chart 7.4).
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The returns on foreign exchange
reserves increased in the period
under review, from 0.07 percent in the
previous year to 0.17 percent (Chart 7.5).
In 2014, total revenues related to the
management of international reserves
increased from EUR 24 million to
EUR 53 million.
As a result of the NBR’s suitable tactical
and active decisions, the portfolios
managed by the NBR generated higher
returns than benchmark portfolios.
Thus, the annual yields of the EUR- and
USD-denominated portfolios stood
at 0.22 percent and 0.15 percent
respectively, whereas those of the
benchmark portfolios (Bank of America
Merrill Lynch Indexes consisting of
coupon-bearing government bonds
with residual maturities of up to one
year) came in at 0.16 percent for the
euro and 0.11 percent for the US dollar
(Chart 7.6). The GBP-denominated
portfolio also posted a fairly positive
performance.

NATIONAL BANK OF ROMANIA

NATIONAL BANK OF ROMANIA

123

Annual Report ▪ 2014

Chapter 8
Balance of payments and
international investment position1

124

NATIONAL BANK OF ROMANIA

1. Current account1
In 2014, the balance-of-payments current account deficit stood at EUR 649 million,
i.e. approximately half of the 2013 level, accounting for 0.4 percent of GDP versus
0.8 percent of GDP a year earlier (Table 8.1).
EUR million
2013
Trade balance (goods)

Table 8.1
Current account

2014

-5,443

-5,387

– exports (FOB)

43,879

46,787

– imports (FOB)

49,322

52,174

Services, net

4,700

5,857

Primary income, net

-3,112

-2,928

Secondary income, net

2,687

1,809

Current account balance

-1,168

649

Behind the favourable developments in the current account stood the 24.6 percent
increase in the services surplus and the 5.9 percent decrease in the primary income
deficit.
The deficit on the balance on trade in goods narrowed by 1 percent versus 2013,
amounting to EU 5,387 million. Exports expanded by 6.6 percent, while imports
moved ahead 5.8 percent2, with the share of the goods deficit in GDP shrinking from
3.8 percent to 3.6 percent. The goods balance breakdown by group of goods shows
deficits under chemical and plastic products (EUR 4,670 million), mineral products
(EUR 2,324 million), base metals (EUR 1,197 million), textiles, wearing apparel and
footwear (EUR 436 million). The deficit on the balance on trade was entirely
generated by intra-EU trade (EUR -6,434 million), whereas extra-EU trade recorded
a EUR 1,047 million surplus.
The coverage of imports through exports moved up 0.7 percentage points to
89.7 percent, while the openness of the Romanian economy3 increased by
2.2 percentage points to 82.2 percent.

NATIONAL BANK OF ROMANIA

1

The Balance of Payments and International Investment Position are compiled and put forth according to the new
international methodological standards in the 6th edition of the Balance of Payments and International Position Manual
(BPM6), which replaces the BPM5. Methodological specifications and historical data series transposed into the new
methodology are available on the NBR website, in the Statistics section (Data sets and Interactive database).

2

Source: the National Institute of Statistics – International trade in goods, NBR calculations. Imports (fob) are calculated by
the NBR based on the 1.0430 cif/fob conversion factor determined by the NIS.

3

(Exports of goods and services + imports of goods and services)/GDP*100.
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Exports of goods came in at EUR 46,787 million4, up 6.6 percent from the previous
year, EUR 2,908 million respectively, amid the strengthening of external demand from
the European Union.
In year-on-year comparison, export breakdown by group of goods shows an increase
mainly in the share of machinery, apparatus, equipment and transport means
(up 0.4 percentage points to 42.5 percent), as well as of mineral products
(up 0.9 percentage points to 7.1 percent).
Imports of goods totalled EUR 52,174 million5, up 5.8 percent versus 2013. In terms
of value, imports rose by EUR 2,852 million. Import breakdown by group of goods is
indicative of a rise in the share of base metals (by 0.3 percentage points to 11 percent)
and that of textiles, wearing apparel and footwear (by 0.3 percentage points to
5.8 percent).
The surplus on the balance on trade in services amounted to EUR 5,857 million6
compared with EUR 4,700 million in 2013, with the following headings recording
advances: manufacturing services on physical inputs owned by others, freight
transport (mainly road transport), computing and information services, professional
and management consulting services, and construction services.
The deficit on the balance on primary income totalled EUR 2,928 million, down
5.9 percent over the year before, mainly on account of the narrowing of the deficit on
other investment income, amid the fall in interest payments on external loans and
the increase in European funds granted as subsidies by the European Agricultural
Guarantee Fund.
The surplus on the balance on secondary income stood at EUR 1,809 million, down
32.7 percent from a year earlier, being mostly driven by lower inflows of European
funds in the form of current transfers, especially from the European Social Fund.

2. Capital account
In 2014, the positive balance of the capital account ran at EUR 3,960 million, up
30.3 percent from the previous year, amid the nearly one-third increase in inflows
of EU funds in the form of capital transfers (mostly from the European Regional
Development Fund, the Cohesion Fund and the European Agricultural Fund for
Rural Development). The capital account surplus covered the current account deficit
entirely, offsetting borrowing requirements and thus allowing for financial account
resources to be used in repaying external loans.
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4

In 2014, the share of exports of goods in GDP picked up 0.8 percentage points from 2013 to 31.2 percent.

5

In 2014, the share of imports of goods in GDP went up 0.6 percentage points versus 2013 to 34.8 percent.

6

Determined based on the statistical research on the international trade in services.
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3. Financial account
In 2014, the positive balance of the financial account stood at EUR 3,083 million
(Table 8.2). The upward trend was induced by the lower inflows of long-term loans,
the decline in short-term loans to non-monetary financial institutions and the larger
volume of deposits placed abroad by resident banks, along with the drop in
non-residents’ new deposits with resident banks.
EUR million
2013

2014

Financial account

1,675

3,083

Net acquisition of assets

2,036

-546

361

-3,629

-2,924

-2,496

Net incurrence of liabilities
Direct investment
Net acquisition of assets

-27

59

Net incurrence of liabilities

2,897

2,555

Portfolio investment

-5,431

-2,794

225

114

5,656

2,908

-35

-16

Net acquisition of assets

-432

-614

Net incurrence of liabilities

-397

-598

7,922

9,624

Net acquisition of assets
Net incurrence of liabilities
Derivatives

Other investment
Net acquisition of assets

127

1,130

Net incurrence of liabilities

-7,795

-8,494

Reserve assets

2,143

-1,235

Net acquisition of assets

2,143

-1,235

0

0

Net incurrence of liabilities
Table 8.2
Financial account

Note: For the net acquisition of both assets and liabilties, "+" and "-" stand for an increase and
a decrease respectively.

Direct investment posted net inflows worth EUR 2,496 million, down 14.6 percent year
on year, amid repayments on intra-group loans picking up especially in non-financial
corporations and losses incurred by the banking sector. Investment by non-residents
in Romania totalled EUR 2,438 million, of which over 90 percent were equity stakes7
and the remainder comprised intra-group loans8. The bulk of investments were made
by the following top-five countries9 : the Netherlands (36.4 percent), France
(18.4 percent), Germany (17.5 percent), Cyprus (10.1 percent) and Denmark
(7.5 percent).
In 2014, portfolio investments recorded net inflows of EUR 2,794 million versus
EUR 5,432 million in 2013, with the volume of long-term government securities
redeemed by the general government rising from a year earlier.
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7

Net loss estimate included.

8

Loans between the foreign investor and the resident company.

9

Calculated as a share in the net inflows of non-residents’ direct investment in Romania in 2014. These five countries account
for 89.8 percent of total investments.
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“Other investment” reported net outflows worth EUR 9,624 million, up 21.5 percent
from 2013, mainly on the back of developments in loans and deposits. Thus, long-term
loans totalled net outflows worth EUR 5,205 million, compared to EUR 5,073 million a
year earlier, given the lower volume of new loans. Short-term loans saw net outflows
worth EUR 301 million against net inflows of EUR 546 million in the previous year, on
the back of the decline in short-term loans to non-monetary financial institutions.
Deposits recorded net outflows worth EUR 3,851 million versus EUR 2,788 million
a year earlier, with an increase in deposits placed by resident banks abroad and
a decrease in the volume of new deposits opened by non-residents with banks
in Romania.

4. Romania’s international investment position –
main components
4.1. International reserves
At end-2014, Romania’s international reserves totalled EUR 35,506 million, up
EUR 71 million from end-2013. Net transactions had a negative contribution that
amounted to EUR 1,235 million, being offset by exchange rate and price changes
tantamount to EUR 1,157 million and EUR 149 million respectively. Monetary gold
saw an increase in terms of value by EUR 380 million, in line with developments in
the gold price expressed in euro. At the end of the period under review, Romania's
official reserve covered 6.9 months of imports of goods and services10, compared to
7.3 months at end-2013.

4.2. Gross external debt
As of 31 December 2014, gross external debt came in at EUR 94.3 billion (Table 8.4),
of which long-term gross external debt accounted for 80.3 percent, while short-term
debt remained below 20 percent.
Long-term gross external debt11 shed 4 percent from end-2013 to reach EUR 75.7 billion,
as a result of EUR 3.9 billion worth of net outflows, as well as debt-to-equity swaps
and reclassifications (EUR -0.7 billion), offsetting changes in exchange rate
(EUR 0.8 billion) and debt security prices (EUR 0.7 billion).
Long-term gross external debt service equalled EUR 23.1 billion in 2014, of which
EUR 21.2 billion in principal repayments and EUR 1.9 billion in payments of interest
and commissions.
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10

Import cover of goods and services is calculated as a ratio of international reserve (foreign currency + gold) at end of period
to average monthly imports of goods and services in the period under review.

11

Consisting mostly of trade credits and external loans, bonds, deposits and SDR allocations.
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Long-term gross external debt by institutional sector shows that, at end-2014, the
“General government” sector further held the largest share (34.2 percent), ahead of
the non-banking sector (29.8 percent). The “Deposit-taking corporations except the
central bank” sector (13.6 percent) and the monetary authority (2.8 percent) both
posted lower readings from a year earlier, on the back of the lower stock of deposits,
as well as debt service payments to the IMF.
Long-term gross external debt by creditor reveals the share of multilateral financial
institutions following a further downward trend (from 30 percent at end-2013 to
25.6 percent at end-2014), as a result of repayments (in amount of EUR 4.4 billion) on
the 2009 IMF loan, but also on the external debt to other multilateral creditors – IBRD,
EBRD, EIB (EUR 1.2 billion), along with the rising share of private financing sources
(from 70 percent at end-2013 to 74.4 percent at end-2014), thanks mainly to the
access to private capital market financing in the form of securities.
Looking at the composition by maturity, at end-2014 gross external debt with a
maturity of over 5 years further took the largest share in long-term gross external
debt, namely 79.4 percent.
The composition of long-term gross external debt by currency at end-2014 shows that
the euro was in the lead (73.5 percent, up 2.4 percentage points year on year), ahead
of the leu (10.4 percent, up 0.4 percentage points), the US dollar (9.4 percent, up
3.3 percentage points), SDR (3.6 percent, down 5.2 percentage points), the Swiss franc
(2.3 percent, down 0.9 percentage points), and other currencies (0.7 percent).
At end-2014, long-term gross external debt held 50.5 percent of GDP, down
4.2 percentage points from the previous year (Table 8.3). Long-term gross external
debt service ratio fell by 5.6 percentage points to 37.3 percent at end-2014.12
percent
2013

2014

68.0

62.9

Net external debt/GDP

35.3

29.6

Long-term gross external debt/GDP

54.7

50.5

137.6

122.4

42.9

37.3

Gross external debt/GDP
12

Table 8.3
Key external
indebtedness indicators

Long-term gross external debt/exports of goods and services
Long-term gross external debt service ratio

Short-term gross external debt ran at EUR 18.6 billion at end-2014, with its balance
standing 3.3 percent lower in year-on-year comparison, on account of net short-term
capital outflows worth EUR 1.4 billion and some revaluations/reclassifications in
amount of EUR 0.8 billion. Short-term gross external debt service amounted to
EUR 33.7 billion, with the corresponding debt service ratio reaching 54.5 percent at
end-2014, 4.3 percentage points lower than at end-2013.

12
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According to the IMF's External debt statistics, Guide for compilers and users, 2013 edition, net external debt is equal to
gross external debt less gross external assets in debt instruments – Table 8.4.
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4.3. Net external demand12
At end-2014, net external debt dropped to EUR 44.4 billion from EUR 51 billion in
2013, amid the decline in the net external debt of the “Central bank", “Deposit-taking
corporations, except the central bank” (credit institutions) and “Other sectors”, while
the net external debt of the general government sector rose to EUR 30.8 billion
(Table 8.4).
At end-2014, the “General government” sector posted a net debtor position, with net
debt standing at EUR 30.8 billion, compared with EUR 28.2 billion in 2013, from loans
and debt securities.
The net debtor position of credit institutions amounted to EUR 12.8 billion, versus
EUR 16.9 billion in 2013, on the back of deposits raised by parent banks.
EUR million
Foreign
assets based
on debt
instruments

Net
external
debt

(1)

(2)

(3) =(1)-(2)

32,680

1,888

30,792

Gross
external
debt

General government
Cash and deposits

215

6

209

Debt securities

17,999

0

17,999

Loans

14,437

0

14,437

2

1,810

-1,808

Trade credits and advances

26

72

-46

Central bank

Other liabilities/assets

2,598

32,216

-29,618

Special drawing rights (SDR)

1,173

0

1,173

Cash and deposits

3

5,629

-5,626

Debt securities

0

26,587

-26,587

1,421

0

1,421

Deposit-taking corporations

Loans

16,227

3,473

12,754

Cash and deposits

15,848

2,401

13,447

204

618

-414

Debt securities
Loans
Other liabilities/assets
Other sectors
Cash and deposits
Debt securities
Loans
Trade credits and advances
Other liabilities/assets
Table 8.4
Romania’s external debt
at end-2014
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0

440

-440

175

14

161

22,942

10,282

12,660

0

3,040

-3,040

14

1,013

-1,000

21,303

3,378

17,925

1,560

2,579

-1,019

65

271

-206

Debt instruments from
the direct investment category

19,857

2,023

17,833

Total

94,302

49,881

44,421
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8. Balance of payments and international investment position

The non-banking sector (“Other sectors”) posted a net debtor position of
EUR 12.7 billion, against EUR 13.5 billion in 2013, following a rise in foreign assets
in the form of deposits, while companies’ foreign borrowings were little changed
year on year.
The NBR’s net creditor position of EUR 29.6 billion, versus EUR 26.7 billion a year
earlier, was prompted by the purchase of foreign debt securities, as well as by a
fall in arrears to the IMF through debt service payments relating to the Stand-By
Arrangement.
Debt instruments in the nature of direct investment posted a net debtor position
worth EUR 17.8 billion, against EUR 19.1 billion in 2013, due to a drop in borrowings
from affiliates (intra-group loans).
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Chapter 9
International activity
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1. Romania as an EU Member State
1.1. European issues – EU economic policy issues
a) Banking Union in the context of the Economic and Monetary Union (EMU)
strengthening
In the past years, EMU strengthening has been discussed as a priority and is
further high on the agenda of the major EU institutions – the European Council,
the EU Council, the European Parliament, the European Commission and the
European Central Bank.
Under the Single Supervisory Mechanism (SSM)1, i.e. the first pillar of the Banking
Union, the ECB takes on the prudential supervision tasks in relation to euro area credit
institutions. Within the new system, the ECB directly supervises significant credit
institutions and cooperates closely with national competent authorities in order to
supervise all other credit institutions, under general monitoring by the ECB. Several
specific tasks remain under the exclusive jurisdiction of the national competent
authorities, such as those related to the prevention of money laundering and
payment services oversight.
Operational arrangements for the SSM at the ECB were conducted according to the
calendar set by the ECB and Regulation (EU) No 1024/2013, and thus the ECB took
over its supervisory tasks from 4 November 2014.
Non-euro area countries can also voluntarily join the SSM based on a close cooperation
agreement2 between the national competent authorities and the ECB. In such a case,
the latter will not have direct supervisory competence in respect of credit institutions
established in a non-euro area Member State, but shall issue instructions, guidelines
and requests to the national competent authority in relation to supervised entities.
Given Romanian authorities’ official intention to join the Banking Union through the
close cooperation mechanism, a cross-departmental working group for operational
preparatory work was set up within the NBR for identifying and analysing the actions
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1

Council Regulation (EU) No 1024/2013 of 15 October 2013 conferring specific tasks on the European Central Bank
concerning policies relating to the prudential supervision of credit institutions and Regulation (EU) No 1022/2013 of the
European Parliament and of the Council of 22 October 2013 amending Regulation (EU) No 1093/2010 establishing a
European Supervisory Authority (European Banking Authority) as regards the conferral of specific tasks on the European
Central Bank pursuant to Council Regulation (EU) No 1024/2013.

2

Further details on the close cooperation are stipulated in the Decision of the ECB of 31 January 2014 on the close
cooperation with the national competent authorities of participating Member States whose currency is not the euro
(ECB/2014/5), as well as in Regulation (EU) No 468/2014 of the European Central Bank of 16 April 2014 establishing the
framework for cooperation within the Single Supervisory Mechanism between the European Central Bank and national
competent authorities and with national designated authorities (SSM Framework Regulation).
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and necessary steps to be taken in this process. Thus, 2014 saw a series of exchanges
with ECB representatives in view of clarifying all technical aspects, as well as economic
and legal implications connected with the complex process of joining the SSM.
As regards the second pillar of the Banking Union, the Regulation establishing a
Single Resolution Mechanism3 (SRM) was published in the Official Journal of the
European Union on 30 July 2014. This mechanism is aimed at ensuring an orderly
resolution of failing banks with minimal costs to taxpayers and to the real economy.
Its provisions shall apply to banks in the SSM-participating Member States and in the
other EU countries that choose to join the Banking Union. In parallel, the text of the
Intergovernmental Agreement on the transfer and mutualisation of contributions to
the Single Resolution Fund4 (SRF) was finalised and signed on 21 May 2014.
The last pillar of the Banking Union, namely the establishment of a single deposit
guarantee scheme at EU level, has not taken shape yet, priority being rather assigned
to establishing a network of national guarantee schemes. Hence, Directive 1994/19/EC
on deposit-guarantee schemes, as successively amended by Directive 2005/1/EC and
Directive 2009/49/EU, was recast by Directive 2014/49/EU, further adding to the aim
of ensuring depositor protection.
b) The Stability and Growth Pact
▪

The Excessive Deficit Procedure (EDP)
On 20 June 2014, the EU Council closed the excessive deficit procedure for six Member
States5. Accordingly, the total number of EU Member States subject to the excessive
deficit procedure dropped to 116, considerably less than in 2010-2011, when 24 states
were found to breach the Stability and Growth Pact for a 12-month period and record
excessive deficits. The latest developments related to the EDP were seen in February
2015, when France was granted a deadline extension for correcting the excessive
deficit, namely by 20177, and also in May 2015, when the Commission recommended
the EU Council to close the excessive deficit procedure for Poland and Malta.

c) The European Semester
The European Commission marked the start of the European Semester 2014, which
is an integral part of the EU economic governance concept, by releasing the “2014
Annual Growth Survey” (AGS) Communication on 13 November 2013.
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3

Regulation (EU) No 806/2014 of the European Parliament and of the Council of 15 July 2014 establishing uniform rules and a
uniform procedure for the resolution of credit institutions and certain investment firms in the framework of a Single
Resolution Mechanism and a Single Resolution Fund and amending Regulation (EU) No 1093/2010.

4

The Agreement was signed by all EU Member States, except for Sweden and the United Kingdom.

5

Austria, Belgium, the Czech Republic, Denmark, the Netherlands and Slovakia.

6

Croatia, Malta, Cyprus, Portugal, Slovenia, Poland, France, Ireland, Greece, Spain and the United Kingdom.

7

France had previously enjoyed two other deadline extensions for correcting the excessive deficit, from the initial deadline
set for 2012, to 2013 and 2015 respectively.
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Considering the priority actions identified by the EC in the AGS 2014 and the
2013 country-specific recommendations, the Romanian authorities prepared and
submitted to the Commission the 2014 National Reform Programme (NRP), along with
the 2014-2017 Convergence Programme. Based on these documents, the EU Council
adopted country-specific recommendations on 8 July 2014, during the closing
stage of the European Semester. Romania received eight specific recommendations
covering the same four major fields as in 2013: public finance, financial sector,
structural reforms and employment, and social policies.
As regards the Macroeconomic Imbalance Procedure (MIP), the fourth exercise
was performed in 2014 and the European Commission published the fourth Alert
Mechanism Report on 28 November 2014. The report identifies Members States for
which it considers that developments warrant further analysis (in the form of an indepth review) to conclude if imbalances exist and propose policy recommendations.
The simple fact of a Member State not reporting an indicator exceeding the threshold
does not automatically make an in-depth review necessary, the Commission analysing
the economic picture as a whole.
Member States under a financial assistance programme with the EU and IMF, which
are therefore already under enhanced economic surveillance, are not examined
in the MIP8. In the case of Romania, although the 2013-2015 precautionary Stand-By
Arrangement is in progress, the delays in completing the semi-annual reviews
led the European Commission to decide that Romania should be placed under
MIP surveillance. On 26 February 2015, the EC published the Country Report
Romania 2015, including an in-depth review on the prevention and correction of
macroeconomic imbalances9.
The 2014 European Semester also included the second exercise of coordinated
assessment at European level of draft budgetary plans for euro area Member States.
The exercise ended on 28 November 2014 with the publication by the European
Commission of the opinions on the 2015 draft budgetary plans, the overall
assessment of the budgetary outlook and fiscal stance for the euro area as a whole.
The fifth European Semester started on 28 November 2014, when the EC launched
the 2015 Annual Growth Survey.
d) The European Stability Mechanism
As of 1 July 2013, the European Stability Mechanism (ESM) has become the sole
institution for responding to new requests for financial assistance by euro area
Member States. With the euro adoption, Latvia and Lithuania joined the ESM on
13 March 2014 and 3 February 2015 respectively.
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8

This applies to Greece and Cyprus.

9

http://ec.europa.eu/europe2020/pdf/csr2015/cr2015_romania_en.pdf.

135

Annual Report ▪ 2014

Starting 1 May 2014, the ESM has reached its target level of EUR 80 billion in paid-in
capital, as ESM Members transferred the final tranche of EUR 15.7 billion. Paid-in
capital, along with committed callable capital of around EUR 622 billion, contribute
to the ESM’s high creditworthiness.
Moreover, the ESM has an important role in the Banking Union, as the organisation
was created as a backstop for euro area countries experiencing financial difficulties.
Besides macroeconomic adjustment programmes and loans to Member States, the
ESM also has the capacity to deal with financial sector issues. Thus, the ESM can lend
to an ESM Member for the purpose of recapitalising its banks, as was the case with
Spain, or can provide financing to cover resolution costs.
The Direct Recapitalisation Instrument, adopted by the ESM Board of Governors on
8 December 2014, will allow the ESM to invest directly in equity of ailing financial
institutions deemed systemically important and viable, together with Member
States and under strict conditionality. This instrument is one of the cornerstones
of the Banking Union, alongside the Single Supervisory Mechanism and the Single
Resolution Fund, helping to break the bank-sovereign nexus that has proven
extremely destabilising in certain euro area Member States.

1.2. NBR participation in the meetings
and procedures of various European bodies
1.2.1. Participation in ECB General Council meetings
The NBR Governor attends the quarterly meetings and the teleconferences of the
ECB’s General Council. The ECB’s analysis and decision-making body comprising the
governors of NCBs that are ESCB members, along with the members of the ECB’s
Executive Board, had on the 2014 agenda topics covering: (i) regular macroeconomic
analyses and reviews of key monetary, financial and fiscal developments both
within and outside the euro area; (ii) the final report summarising the work of the
ESCB Macro-prudential Research Network; (iii) the ex ante consultation regime with
the ESCB regarding interventions in euro in the forex markets conducted by the
national central banks of non-euro area EU Member States; (iv) compliance by the
ESCB members with the provisions of Article 123 and Article 124 of the Treaty on the
Functioning of the European Union; and (v) preparing and approving the ECB’s 2014
Convergence Report.
1.2.2. NBR participation in the ECB’s written consultation procedure
Pursuant to the Treaty on the Functioning of the European Union, the Protocol on
the Statute of the ESCB and of the ECB and in line with Council Decision 98/415/EC of
29 June 1998 on the consultation of the ECB by national authorities regarding draft
legislative provisions, the written consultation procedure is mandatory in relation
to any proposed legislation which is within the ECB’s field of competence and is to
be binding and generally applicable in Member States. This concerns particularly:
(i) monetary issues; (ii) means of payment; (iii) the national central banks; (iv) the
collection, compilation and distribution of monetary, financial, banking, payment
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systems and balance of payments statistics; (v) payment and settlement systems;
(vi) rules applicable to financial institutions insofar as they materially influence the
stability of financial institutions and markets. In addition, the ECB shall be consulted
on any draft law regarding monetary policy instruments.
The NBR participation in the written consultation procedure implies, on the one
hand, the obligation to consult the ECB on any draft national legislation falling within
its fields of competence and, on the other hand, the possibility to comment on the
latter’s draft opinions regarding the new European legislative proposals concerning
issues related to the ESCB/ECB. During the period under review, the NBR consulted
the ECB on the following draft legislation:
▪ NBR Regulation repealing Article 9(3) of NBR Regulation No. 12/2005 on the
secondary market for government securities managed by the National Bank of
Romania (CON/2014/26);
▪ Law on strengthening financial discipline in relation to cash payments and receipts
and amending and supplementing Government Emergency Ordinance No. 193/2002
on the introduction of modern payment systems (CON/2014/37);
▪ Law on Romania’s contribution to the International Monetary Fund’s Poverty
Reduction and Growth Trust (CON/2014/92).
1.2.3. NBR participation in the enlarged meetings
of ESCB structures and substructures
As regards the decision-making mechanism at operational level, NBR representatives
attend the enlarged meetings of the 12+1 ESCB committees, contributing to
formulating and implementing the decisions of the General Council and of the
Governing Council. Along with the relevant ESCB substructures, these structures
ensure a framework for assessment and decision-making as per their fields of
competence, namely: monetary policy, open market operations, international
relations, financial stability, payments, currency issue, communication, statistics,
internal audit, IT, accounting, legal matters and human resources. Starting 2014,
the reunions of several ESCB structures and substructures are also held in SSM
composition, with representatives of non-euro area Member States being invited
as observers. In this capacity, the NBR representatives attend the reunions of
the Statistics Committee (STC) and the Working Group on Statistical Information
Management (WGSIM) in SSM composition. Both the NBR Board and its executive
management attach particular attention to NBR’s participation in ESCB structures and
substructures by closely monitoring any related issues.
1.2.4. NBR participation in ESRB meetings and procedures
The European Systemic Risk Board (ESRB), which became operational following the
adoption of Regulation (EU) No 1092/2010, is an independent EU body responsible
for the macroprudential oversight of the financial system within the Union. The ESRB’s
activity in 2014 focused on:
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▪ Identifying and assessing macroprudential risks
The ESRB produced and published on a quarterly basis the “ESRB Risk Dashboard”,
which is a set of quantitative and qualitative indicators of systemic risk in the EU
financial system, as well as a powerful tool to ensure communication and compliance
with the accountability requirements towards the general public. The annual revision
of the dashboard focused mainly on improving its efficiency and developing new
indicators.
▪ Preparing new recommendations and following up on those issued in previous years
According to its mandate, the ESRB issued in 2014 the Recommendation on
guidance for setting countercyclical buffer rates (ESRB/2014/1) and continued to
follow up on the implementation of the Recommendation on funding of credit
institutions (ESRB/2012/2). Moreover, it assessed the degree of compliance of
member institutions with the provisions of recommendations issued in previous
years: (i) Recommendation on the macro-prudential mandate of national authorities
(ESRB/2011/3) and (ii) Recommendation on US dollar denominated funding of credit
institutions (ESRB/2011/2).
▪ Drafting a macroprudential policy framework for the EU banking sector and a
handbook on operationalising macroprudential tools
To this end, the ESRB drafted the “Handbook on Operationalising Macroprudential
Policy in the Banking Sector”. It provides institutions that are ESRB members with
guidelines on the adoption and implementation of macroprudential policy decisions,
aiming particularly to activate those instruments provided for by the CRD/CRR.
Moreover, around 45 macroprudential measures taken by national authorities were
assessed by the ESRB in 2014.
The NBR was actively involved in the ESRB activity during 2014, both at a decisionmaking level – with the NBR Governor, the First Deputy Governor and the Deputy
Governor in charge of coordinating financial stability attending the General Board
meetings – and at a technical level, through representatives in the Advisory Technical
Committee and in its working groups.
1.2.5. NBR participation in the EBA working structures
and relevant substructures
In the period under review, the NBR participated in a series of working structures and
substructures of the European Banking Authority (EBA), as follows:
▪ at management level, in the Board of Supervisors and the Resolution Committee;
▪ at operational level, in supervisory colleges, as well as in: the Standing Committee
on Oversight and Practices, the Standing Committee on Regulation and Policy, the
Standing Committee on Accounting, Reporting and Auditing, the Subcommittee
on Financial Conglomerates of the Joint Committee of the European Supervisory
Authorities, the Anti-Money Laundering Committee of the Joint Committee of the
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European Supervisory Authorities, the Subgroup on Home – Host and Colleges,
the Subgroup on Market Risk, the Subgroup on Own Funds, the Subgroup on
Securitisation and Covered Bonds, and the Subgroup on Liquidity.
1.2.6. NBR participation in the meetings of the EU Council and of the EC
Some of the most important structures and substructures of the EU Council and of the
EC where the NBR is represented at various hierarchical levels include:
▪ the biannual participation in the informal ECOFIN Council meetings, which the NBR
attends at executive management level, upon the invitation of the MPF, when central
banking matters are on the agenda;
▪ participation in the Economic and Financial Committee, whose meetings are attended
by the NBR Deputy Governor in charge of European affairs;
▪ participation in the various working structures/substructures of the EU Council
and the EC (the Economic Policy Committee, the European Banking Committee,
the Financial Services Committee, the Committee on Financial Conglomerates, the
Committee for the Prevention of Money Laundering and Terrorist Financing, the
Payments Committee, etc.) along with representatives from the Ministry of Public
Finance and/or other state institutions. The agenda of these working groups is
closely connected with the central bank’s fields of competence: (i) financial
services; (ii) banking sector regulation; (iii) banking sector supervision; (iv) capital
requirements; (v) financial conglomerates; (vi) prevention of money laundering and
combating terrorist financing; (vii) mortgage credit; (viii) banknote counterfeiting;
(ix) communication; (x) payment systems, etc.
The most important draft legislation discussed during these meetings in the period
under review included:
▪ a proposal for a regulation establishing uniform rules and a uniform procedure for the
resolution of credit institutions and certain investment firms in the context of a Single
Resolution Mechanism and a Single Bank Resolution Fund and amending Regulation
(EU) No 1093/2010 of the European Parliament and of the Council10;
▪ a proposal for a directive implementing enhanced cooperation in the area of financial
transaction tax;
▪ a proposal for a directive establishing a framework for the recovery and resolution of
credit institutions and investment firms11;
▪ revision of the Financial Conglomerates Directive;
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10

Regulation (EU) No 806/2014 of the European Parliament and of the Council of 15 July 2014 establishing uniform rules and a
uniform procedure for the resolution of credit institutions and certain investment firms in the context of a Single Resolution
Mechanism and a Single Bank Resolution Fund and amending Regulation (EU) No 1093/2010 was published in the Official
Journal of the European Union on 30 July 2014.

11

Directive 2014/59/EU of the European Parliament and of the Council of 15 May 2014 establishing a framework for the
recovery and resolution of credit institutions and investment firms and amending Council Directive 82/891/EEC, and
Directives 2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC, 2011/35/EU, 2012/30/EU and 2013/36/EU of the
European Parliament and of the Council, as well as Regulations (EU) No 1093/2010 and (EU) No 648/2012 of the European
Parliament and of the Council was published in the Official Journal of the European Union on 16 June 2014.

139

Annual Report ▪ 2014

▪ a proposal for a Regulation on markets in financial instruments and amending
Regulation (EMIR) on OTC derivatives, central counterparties and trade repositories12;
▪ revision of the Deposit Guarantee Schemes Directive13;
▪ a proposal for a regulation on interbank fees for card-based payments;
▪ a proposal for a directive on payment services in the internal market, amending
Directives 2002/65/EC, 2013/36/EU and 2009/110/EC and repealing Directive
2007/64/EC;
▪ a proposal for a directive on the transparency and comparability of payment
commissions, the transfer of payment accounts and the access to a payment account
with basic features14;
▪ a proposal for a directive on the prevention of the use of the financial system for the
purpose of money laundering or terrorist financing, amending Regulation (EU)
No 648/2012 of the European Parliament and of the Council, and repealing Directive
2005/60/EC of the European Parliament and of the Council and Commission Directive
2006/70/EC;
▪ a proposal for a regulation on structural measures improving the resilience of
EU credit institutions;
▪ a proposal for a regulation on the reporting and transparency of securities financing
transactions;
▪ a proposal for a regulation on information accompanying transfers of funds;
▪ a proposal for a regulation on money market funds.
1.2.7. NBR participation in the joint working platform
with government authorities on European affairs
In line with its statutory tasks on the ex ante advisory role played in the institutional
relations with government authorities, the NBR is represented in the meetings of the
European Affairs Coordination Committee, which is in charge, at a national level, of
decision-making and formulating Romania’s stance with regard to European affairs.
As a result of the requests received and within the limits of its lawful tasks, the NBR
submitted its opinions in respect to the topics and items included on the agenda of
European Affairs Coordination Committee meetings.
In addition, the NBR has been actively involved in the meetings of the inter-ministerial
working groups preparing the National Reform Programme, with debates focusing on
the progress reports concerning the implementation of actions/measures laid down
in this document.
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Regulation (EU) No 600/2014 of the European Parliament and of the Council of 15 May 2014 on markets in financial
instruments and amending Regulation (EU) No 648/2012 was published in the Official Journal of the European Union on
16 June 2014.

13

Directive 2014/49/EU of the European Parliament and of the Council of 16 April 2014 on deposit guarantee schemes was
published in the Official Journal of the European Union on 16 June 2014.

14

Directive 2014/92/EU of the European Parliament and of the Council of 23 July 2014 on the comparability of fees related to
payment accounts, payment account switching and access to payment accounts with basic features was published in the
Official Journal of the European Union on 28 August 2014.
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1.2.8. NBR participation in formulating Romania’s position
on the accession negotiations with candidate countries
In order to open a negotiation chapter with candidate countries, the EC prepares
a screening report to assess the harmonisation of domestic legislation with the
relevant acquis communautaire. Based on this assessment, the EC recommends,
where appropriate, the opening of accession negotiations for the respective chapter.
In this context, in May 2014, the Ministry of Foreign Affairs requested the NBR to
submit its opinion on the EC recommendations formulated during the accession
negotiations with Montenegro with regard to Chapter 32 – Financial control.
Moreover, in September 2014, the Ministry of Foreign Affairs requested the NBR to
submit its opinion on the first Common Position paper on Serbia related to the same
negotiation chapter. After analysing the two documents, the NBR, in line with its tasks,
has not identified any issues requiring the formulation of objections or observations.
1.2.9. NBR participation in the process of transposing,
implementing and notifying EU legislation
a) Transposing and implementing EU regulations
Pursuant to Article 288 of the Treaty on the Functioning of the European Union,
EU institutions adopt several types of legal acts, namely regulations, directives,
decisions, recommendations, and opinions. In particular, EU regulations are binding
in their entirety and directly applicable in all Member States and thus do not have
to be transposed into national law. However, Member States need to make sure that
such regulations are actually applied in their national law. To this end, the NBR – as an
institution with regulatory and supervisory tasks – checks the EC database (Eur-lex) on
a regular basis so as to track any newly-adopted EU regulations applicable to its scope
of business. The list of EU regulations that the competent departments within the NBR
undertake to comply with is communicated to the Ministry of Foreign Affairs, with the
approval of the executive management, and is posted on the central bank’s website,
with a view to properly informing the entities under the NBR’s regulatory/supervisory
scope.
b) Informing the EC about the transposition of EU legislation
During the period under review, the NBR forwarded to the European Commission,
via the Ministry of Foreign Affairs, the compliance table related to the transposition
and notification of all articles in its field of competence in Directive 2013/36 EU of the
European Parliament and of the Council of 26 June 2013 on access to the activity of
credit institutions and the prudential supervision of credit institutions and investment
firms, amending Directive 2002/87/EC and repealing Directives 2006/48/EC and
2006/49/EC.
The NBR and other competent institutions are currently involved in the transposition
process for the following directives: (i) Directive 2013/34/EU of the European
Parliament and of the Council of 26 June 2013 on the annual financial statements,
consolidated financial statements and related reports of certain types of
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undertakings, amending Directive 2006/43/EC of the European Parliament and of the
Council and repealing Council Directives 78/660/EEC and 83/349/EEC; (ii) Directive
2014/17/EU of the European Parliament and of the Council of 4 February 2014 on
credit agreements for consumers relating to residential immovable property and
amending Directives 2008/48/EC and 2013/36/EU and Regulation (EU) No 1093/2010;
(iii) Directive 2014/49/EU of the European Parliament and of the Council of 16 April
2014 on deposit guarantee schemes; (iv) Directive 2014/57/EU of the European
Parliament and of the Council of 16 April 2014 on criminal sanctions for market abuse;
(v) Directive 2014/59/EU of the European Parliament and of the Council of 15 May
2014 establishing a framework for the recovery and resolution of credit institutions
and investment firms and amending Council Directive 82/891/EEC, and Directives
2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC, 2011/35/EU,
2012/30/EU and 2013/36/EU, and Regulations (EU) No 1093/2010 and (EU)
No 648/2012, of the European Parliament and of the Council; (vi) Directive
2014/62/EU of the European Parliament and of the Council of 15 May 2014 on the
protection of the euro and other currencies against counterfeiting by criminal law,
and replacing Council Framework Decision 2000/383/JHA; (vii) Directive 2014/65/EU
of the European Parliament and of the Council of 15 May 2014 on markets in financial
instruments and amending Directive 2002/92/EC and Directive 2011/61/EU;
(viii) Directive 2014/95/EU of the European Parliament and of the Council of
22 October 2014 amending Directive 2013/34/EU as regards disclosure of
non-financial and diversity information by certain large undertakings and groups.
1.2.10. Technical cooperation
Following Romania’s accession to the EU and the NBR’s integration into the European
System of Central Banks (ESCB), the central bank joined several institutional
partnerships to provide technical assistance to central banks in candidate and
potential candidate countries, as well as in other countries neighbouring the EU.
During 2014, the NBR was involved in the following technical assistance projects:
▪ the Twinning project15 dedicated to the National Bank of Moldova, titled
“Strengthening the NBM’s capacity in the field of banking regulation and supervision
in the context of EU requirements”, financed by the European Commission through
the European Neighbourhood and Partnership Instrument (ENPI). Following receipt
of the project fiche via the National Contact Point (the Ministry of European Funds),
the NBR agreed to form a consortium with De Nederlandsche Bank (DNB) under
the former’s lead and to submit a common bid as part of the selection process for
awarding the Twinning contract. The selection and assessment meeting was held on
15 September 2014, while on 29 September 2014, the Delegation of the European
Union to Moldova notified the National Contact Point about winning the selection
process and awarding the contract to the NBR-DNB consortium. The closing quarter
of 2014 saw the preparation and finalisation of the Twinning contract, including
the corresponding work plan. The Twinning contract was signed by all parties and
15
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Twinning is an instrument for cooperation between Public Administrations of EU Member States and of beneficiary
countries (candidate countries and potential candidates to EU membership, as well as countries covered by the European
Neighbourhood Policy). Twinning projects aim to share good practices with the administrations of existing and future
EU countries and to foster long-term relationships between them.
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the project is scheduled to be launched on 30 June 2015. The project is due to be
implemented over 24 months, and the NBR shall provide expertise in the areas of
regulation and authorisation, supervision, financial stability and human resources.
Moreover, a Project Leader shall be appointed, as well as a Resident Twinning Adviser
based in Chișinău for the entire project duration.
▪ TAIEX16 expert missions/workshops:
– the medium-term expert mission for encouraging the economic development of
the Turkish Cypriot community, under which an NBR expert provided technical
assistance in order to harmonise the Turkish Cypriot legislation on preventing and
combating money laundering and the financing of terrorism with the EU acquis;
– the workshop on “Constructing a survey for insurance companies by the central
banks”, held in Skopje, where an NBR expert presented the methodology employed
by the central bank in assessing Romania’s insurance sector;
– the study visit of representatives of the National Bank of the Republic of Macedonia
to the NBR for a description of the internal audit practices at the NBR and within
the ESCB.
▪

bilateral technical assistance through the participation of NBR representatives, as
lecturers, to the “Macroprudential measures and the overview of the methodology
and results of the ECB stress-tests” seminar organised by the National Bank of Serbia.

1.3. EU medium-term financial assistance
The Romanian authorities benefited from two financial assistance programmes
concluded with the EU, in 2009-2011 and 2011-2013 respectively.
The assessment of these two previously-available economic programmes
acknowledged the progress made. Further efforts were deemed necessary in pushing
through structural reforms underway in key areas, so as to diminish Romania’s
vulnerability to potential external shocks and imbalances on international capital
markets. Thus, a new precautionary medium-term financial assistance programme of
up to EUR 2 billion17was agreed upon with the EU, in conjunction with support from
the IMF and the World Bank.
The joint IMF/EC/World Bank missions for progress reviews in implementing the
programme, conducted in 2014, did not end up in the signing of a supplementary
Memorandum of Understanding between Romania and the EU, updating the specific
economic policy criteria in the initial document agreed in the autumn of 2013.
The activation of the precautionary medium-term financial assistance and
disbursements thereof may be requested until 30 September 2015.
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The Technical Assistance and Information Exchange Instrument – TAIEX is managed by the Directorate-General Enlargement
of the European Commission and is meant to support the transposition of EU legislation into the national legislation of
beneficiary countries.

17

Council Decision 2013/531/EU of 22 October 2013.
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2. International financial relations
2.1. International Monetary Fund
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 lei. Following the coming into force of the increase
in subscription quotas, as laid down in the IMF Board of Governors Resolution No 66-2
of 15 December 2010 concerning the fourteenth general review of quotas and reform
of the Executive Board, Romania’s quota will stand at SDR 1,811.4 million.
During 2014, principal repayments to the IMF amounted to SDR 3,881.1 million, to
which added net interest payments worth SDR 67.9 million.
The period under review saw the continuation of the precautionary Stand-By
Arrangement in an amount equivalent to SDR 1,750.3 million (about EUR 1.98 billion,
i.e. 170 percent of Romania’s quota) approved by the IMF’s Executive Board on
27 September 2013. Under these circumstances, joint missions of the IMF, the EC, the
World Bank and the ECB visited Bucharest for the regular reviews of the programme
during 21 January – 4 February 2014 (first and second reviews) and 2-12 June 2014
(third review) respectively.
During 28 October – 12 November 2014, an IMF mission was in Bucharest to provide
technical assistance on central banking issues – inflation targeting.

2.2. World Bank Group
Along with the International Bank for Reconstruction and Development (IBRD) and
the International Development Association (IDA), which together make up the World
Bank, the World Bank Group also includes the International Finance Corporation (IFC),
the Multilateral Investment Guarantee Agency (MIGA) and the International Centre
for the Settlement of Investment Disputes (ICSID). Romania is a member of all these
institutions.
a) International Bank for Reconstruction and Development (IBRD)
The IBRD aims to reduce poverty in low- and middle-income countries, by promoting
sustainable economic growth through loans, guarantees, risk management products,
and analytical and advisory services. The IBRD provides financial assistance via
investment loans and development policy loans. The former are granted over the
long term (five to ten years), while the latter constitute a quick financing source for
governments embarking on the path of reforms.
Romania joined the IBRD in 1972, accepting the Board of Governors’ Resolution
No. 280 of 28 November 1972 setting the accession terms and conditions.

144

NATIONAL BANK OF ROMANIA

9. International activity

The recent years have seen ongoing negotiations with a view to reforming the World
Bank Group in the sense of enhancing the voice and, implicitly, the participation
of developing and transition countries. These endeavours materialised in 2011 in
the adoption of Resolution No 612, “Selective Increase in Authorized Capital Stock
to Enhance Voice and Participation of Developing and Transition Countries”, and
Resolution No. 613, “2010 General Capital Increase”, which provided for an increase
in the IBRD capital by 484,102 shares and 230,374 shares respectively, with a nominal
value of USD 100,000 each. Romania ratified the two resolutions in December 2013
by Law No. 323/2013. On 16 March 2015, Romania carried out the payment for the
selective capital increase. Therefore, it currently holds 5,418 shares (0.26 percent of the
bank’s capital) and a voting power accounting for 0.27 percent of total.
Since the recommencement of its activity in Romania in 1991, the IBRD has provided
a total of USD 10.1 billion in loans to our country. The latest loan for development
policies, namely the Fiscal Effectiveness and Growth Development Loan – FEG-DPL,
in amount of EUR 750 million, aimed at improving the efficiency and effectiveness of
public finance and fostering economic growth, was approved on 22 May 2014, along
with the Country Partnership Strategy. The new Country Strategy for Romania for
2014-2017 relies on three pillars: modernising the governance system, supporting
economic growth and job creation, and boosting social inclusion.
b) International Development Association (IDA)
Established in 1960, the IDA is part of the World Bank Group and aims to help
the world’s poorest countries. The IDA currently includes 173 member countries;
membership in the IDA, as well as in the International Finance Corporation (IFC)
and the Multilateral Investment Guarantee Agency (MIGA), is conditional on IBRD
membership.
Romania joined the IDA on 12 April 2014 and currently holds a voting power of
0.38 percent of total.
c) Financial institutions affiliated to the World Bank
International Finance Corporation (IFC)
Established in 1956, the IFC is an international financial organisation which aims to
promote economic growth in its member countries via investments and advisory
services to the private sector. Romania joined the IFC in 1990 and currently holds
2,661 shares worth USD 2.661 million and a 0.13 percent voting power within the
organisation. Law No. 352/2013 on the increase in Romania’s authorised capital in
IFC was adopted on 18 December 2013, in compliance with Resolution No. 256/2012
of the Board of Governors on amending the statute and the selective increase in the
IFC capital, while the 1,617 shares held by Romania, each worth USD 1,000 have to be
subscribed and paid during 2015.
In 2014, the IFC approved the financing of six projects in Romania totalling about
USD 217 million.
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Multilateral Investment Guarantee Agency (MIGA)
The organisation was established in 1988 in order to promote foreign direct
investment in developing countries, in line with World Bank objectives. Romania has
been a member of MIGA since 1992 and currently holds 978 shares representing
SDR 9.78 million and a voting power of 0.55 percent.
During 1997-2005, the MIGA portfolio in Romania consisted of 13 guarantees totalling
a cumulated exposure of around USD 438 million for supporting investment projects.
Most of these guarantees were provided to Austrian investors in the banking sector
and were generally aimed at covering the risks of expropriation and repatriation
restrictions.

2.3. European Bank for Reconstruction and Development (EBRD)
The EBRD was established in 1991 in a bid to speed up the transition towards a
market-oriented economy and to promote private and entrepreneurial initiative in
CEE countries. The scope of EBRD operations has expanded in the meantime, and after
the accession of some southern and eastern Mediterranean countries the number of
members reached 66 (compared with 43 at its establishment), including the European
Union and the European Investment Bank (EIB).
Romania is a founding member of the EBRD and currently holds 14,407 shares worth
EUR 144.07 million, accounting for 0.49 percent of the total subscribed capital.
According to the 2012-2015 Country Strategy for Romania, the EBRD focuses
on supporting the financial sector, developing infrastructure by fostering the
competition and participation of private agents, as well as supporting a shift to a
more production-oriented economy, especially in manufacturing and agriculture.
The EBRD committed EUR 592 million to Romania’s economy in 2014, thus raising
cumulated investment to around EUR 6.9 billion.

2.4. Black Sea Trade and Development Bank (BSTDB)
The BSTDB was established in 1994 by the 11 member countries of the Organization
of Black Sea Economic Cooperation (OBSEC)18, Romania included, in order to support
economic development and regional cooperation. The institution’s authorised capital
currently stands at around USD 4.5 billion, with Romania holding 14 percent of the
OBSEC capital and total votes.
In 2014, the BSTDB Board of Directors approved four projects for Romania in amount
of EUR 56 million.

18
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OBSEC founders: Albania, Armenia, Azerbaijan, Bulgaria, Georgia, Greece, Moldova, Romania, Russia, Turkey and Ukraine.
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2.5. Bank for International Settlements (BIS)
The NBR has been a BIS member ever since the latter’s establishment in 1930. The BIS,
called “the bank of central banks”, assumed the mission to strengthen the cooperation
between central banks in order to ensure monetary and financial stability and
promote international cooperation. The institution currently has 60 members (the ECB
included).
In 2014, the NBR received CHF 2.5 million in dividends for the 2013-2014 financial year
in relation to the 8,564 shares held in the BIS capital. According to the decision passed
by the General Meeting of member central banks, the value of a dividend was set at
SDR 215, based on the 31 March 2014 financial results of the BIS.

2.6. Organisation for Economic Cooperation
and Development (OECD)
Amid the Romanian authorities’ efforts to develop closer ties with OECD committees,
the NBR took further steps to become a participant in the Committee on Financial
Markets, thus cooperating with the Ministry of Foreign Affairs.
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Chapter 10
The convergence of the
Romanian economy and
the new EU economic
governance framework
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1. Romania’s progress towards convergence
The fulfilment of the nominal convergence criteria and the adoption of the European
single currency are part of Romania’s integration with the European Union. Joining
the euro area implies the transfer of the responsibility for designing and conducting
monetary policy to the European Central Bank, which takes a “one-size-fits-all”
approach for the euro area as a whole, without focusing on the specific features
of national economies, whose homogeneity is assumed to be high. The nominal
convergence criteria stipulated by the Maastricht Treaty refer to price stability, the
sustainability of public finances and indebtedness, the exchange rate stability and
the level of long-term interest rates. Nevertheless, the assessment of Romania’s
progress towards convergence also implies the analysis of some structural alignment
indicators, with a view to determining the economy’s capacity to operate efficiently
in the event of shocks materialising, without the support of an independent national
monetary policy.
After fulfilling all four nominal convergence criteria during June-November 2014, at
end-2014, Romania was complying with three criteria: the sustainability of the fiscal
position in terms of budget deficit and public debt, the exchange rate stability and
the convergence of long-term interest rates (Table 10.1). Relative to the price stability
criterion, in December 2014, there was a marginally positive differential between the
indicator posted by Romania and the reference value, in the context of the latter’s
significant decrease in late 2014.
Maastricht
criteria
Inflation rate (HICP)
(%, annual average1)
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2014

April 2015

1.4
1.1
(1.3 reference value) (1.1 reference value)

General government deficit
(% of GDP)

below 3 percent

Government debt (% of GDP)

below 60 percent

39.8

…

Exchange rate vs the euro
(2-year maximum percentage
change)

±15 percent

+4.3/-1.32

+1.7/-3.83

Long-term interest rates
(% p.a., annual average4)

Table 10.1
Maastricht criteria
(nominal convergence indicators)

1.5 pp above the average
of the three best-performing
EU Member States

Romania

2 pp above the average
of the three best-performing
EU Member States in terms
of price stability

1.5

…

4.5
3.8
(5.2 reference value) (4.9 reference value)

1) The reference level for 2014 was calculated by taking into account Cyprus, Spain and Portugal, whereas that for April 2015
took into consideration Spain, Hungary and Poland. 2) Maximum percentage changes in the leu exchange rate versus the
euro during 3 January 2013-31 December 2014. Calculations are based on daily data series, by reference to the average for
December 2012. 3) Maximum percentage changes in the leu exchange rate versus the euro during 2 May 2013-30 April 2015.
Calculations are based on daily data series, by reference to the average for April 2013. 4) The reference level for 2014 was
calculated by taking into account Spain and Portugal, whereas that for April 2015 took into consideration Spain, Hungary and
Poland.
Source: Eurostat, NBR calculations
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Against the background of the repeated occurrence of generally favourable
supply-side shocks, in Romania, inflation moderated over the last years, being also
supported by the mainly downward path of core inflation as a result of the persistent
negative output gap and the decline in inflation expectations of economic agents.
In this context, in the course of 2014, the abundant domestic agricultural output –
supplemented by imports from the EU Member States affected by the restrictions
imposed by Russia – and the adjustment of fuel prices amid decreasing oil prices
caused a fairly steady fall in the average annual HICP inflation rate. In addition, the
persistently low inflation in the euro area partly passed, via import prices, to the
HICP dynamics. However, given its inertial nature caused by the calculation manner,
the average inflation rate reflected the disinflation posted by the annual rates with
a certain time lag. As the plunge in the energy prices seen in the last part of 2014
caused HICP inflation rates to turn negative in an increasingly larger number of EU
Member States, the average of the three best-performing EU countries came in at
-0.2 percent in December 2014, pushing the reference value of the price stability
criterion down to 1.3 percent (Chart 10.1). Under the circumstances, after complying
with this nominal convergence criterion for six months, Romania exceeded the
reference value by 0.1 percentage points. In the first months of 2015, the criterion
was again met, amid the downward path of the average annual HICP inflation rate in
Romania, with recent projections on this indicator’s evolution hinting at the likelihood
of further compliance with the reference value over the year.
After the excessive deficit procedure was opened against Romania in 2009, the
compliance with the recommendations formulated by the European Commission and
with the fiscal consolidation commitments assumed under the external financing
arrangements concluded by Romania with the international institutions led to
the significant adjustment in the share of the general government deficit in GDP
(according to ESA 2010 methodology) to 2.9 percent in 2012 and to 2.2 percent
in 2013, and therefore to the return below the 3.0 percent limit stipulated by the
Maastricht Treaty1. In 2014, the share of the general government deficit in GDP ran at
1.5 percent (Chart 10.2). The second indicator of public finance sustainability, namely
the share of public debt in GDP, remained marginally below 40 percent in the course
of 2014. Despite the currency risk associated with foreign currency-denominated
public debt2 holding the larger share, this level is deemed to be sustainable also due
to the low weight of short-term debt.
During the period when the effects of the financial crisis became manifest, the
domestic currency depreciated markedly against the euro amid the worsening of
foreign investors’ perception of the risks associated with the countries in the region,
including Romania. Subsequently, the alleviation of domestic macroeconomic
imbalances and the easing of global tensions, in parallel with carrying out the
agreements concluded with the international financial institutions, favoured the
relatively stable evolution of the exchange rate of the leu against the euro
(Chart 10.3). Its fluctuation – which, owing to Romania’s non-participation in the
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On 21 June 2013, the European Council approved the abrogation of the excessive deficit procedure against Romania.

2

At end-2014, the shares (in total public debt) of short-term debt and foreign currency-denominated debt stood at
6.7 percent and 57 percent, respectively (NBR calculations based on the data in the MPF’s Report entitled Government Debt
according to EU Methodology).
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ERM II, is not measured against a central parity, but against the average for the month
preceding the period under review – ranged comfortably within the ±15 percent
standard band both in 2013-2014 and May 2013 through April 2015, even amid
protracted geopolitical tensions and the anticipation of a stronger divergence
between the monetary policy decisions made by major central banks (Fed and the ECB).
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Chart 10.4
Long-term interest rates

In parallel with the reduction of internal and external imbalances over the last years
via sustainable macroeconomic policies3, the significantly improved perception of
the risks associated with the Romanian economy led to the elimination of the spread
between the long-term interest rate and the reference value at end-2013. In 2014,
against the backdrop of a positive trend in the evolution of the set of macroeconomic
indicators (the consolidation of the economic activity, concurrently with the
improvement in the external balance and inflation rate remaining at relatively low
values), the average annual long-term interest rate fell below the reference value and
it is expected to remain there in the course of 2015 as well (Chart 10.4). At the same
time, the persistence of domestic structural rigidities can be perceived by investors
as a risk factor, calling for the further implementation of structural reforms, with
stimulating effects on investments and the competition in the domestic economy.
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The sustainable fulfilment of the nominal convergence criteria is conditional upon
achieving high structural alignment. GDP per capita, the sectoral structure of the
economy, the economy’s openness and the share of trade with the EU in total foreign
trade are among the most significant real convergence indicators.
Back in 2004, in Romania, GDP per capita, calculated based on the purchasing
power standard, accounted for approximately 30 percent of GDP in the euro area.
Subsequently, the gap shrank considerably, with the ratio of GDP per capita in
Romania to that in the euro area coming in at roughly 52 percent in 2014, slightly
above the level seen in 2013 (Chart 10.5).
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Over the last ten years, the sectoral structure of the economy, measured based
on their contribution to GDP formation, neared that in the euro area (especially
due to the decrease in the share of agriculture) which helps mitigate the effects of
potential asymmetric shocks (Chart 10.6). After the decline in 2009, triggered by the
international financial crisis, the economy’s openness4 advanced markedly, with the
last three years’ average reaching approximately 80 percent. The level seen in 2014
exceeded the mentioned average by about 2 percentage points (Chart 10.7), yet it
further stood below the levels reported by other new EU Member States outside the
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of payments, as defined by the BPM6 manual.
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euro area, i.e. marginally above 90 percent in Poland and Croatia, approximately
135 percent in Bulgaria and over 160 percent in the Czech Republic and Hungary.
Trade integration with the European Union calculated based on the share of trade
with the other EU Member States in Romania’s total foreign trade is estimated to be
high, exceeding 73 percent during 2013-2014 (Chart 10.8).
The convergence analysis can be extended by monitoring other indicators associated
with the dynamics and financing of the current account deficit, the evolution of unit
labour costs, and the situation of the financial and banking system.
Against the background of the international financial crisis and the sharp contraction
in global economic activity, the current account deficit saw a substantial adjustment
in 2009, its share in GDP going down by 7 percentage points versus 2008 (from
11.5 percent to 4.5 percent). While financial and capital inflows saw a considerable
decrease, the share of the current account deficit in GDP ranged between
4.5-4.6 percent until and through 20125. In the course of 2013, the indicator recorded
a new significant adjustment, to 0.8 percent6, while in 2014, the current account
deficit accounted for 0.4 percent of GDP7.
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Approximately 80 percent of the current account deficit from trade with the EU
Member States in 2014 was offset by the surplus from trade with non-EU countries,
while the deficit from trade with the euro area took roughly half of the deficit from
trade with EU countries. In 2013, the share of the cumulative current account and
capital account balance in GDP posted a surplus for the first time, a year later8 this
trend becoming stronger amid a better
percent of GDP
percent
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funds related to the 2007-20139
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multiannual financial framework, which
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external debt and the substitution of
non-residents’ deposit withdrawals.
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The external deficit was mainly
financed through net direct and
portfolio investment inflows coming
primarily from the euro area (over

5

Values are determined based on the BPM6 methodology.

6

Amid the considerable narrowing of the trade deficit (with the faster increase in the auto exports and exports of cereals,
concurrently with the decline in energy imports making a decisive contribution to the adjustment), the consolidation of the
surplus posted by the balance of services (up by 90.1 percent, mainly due to the increase in the surpluses reported by
manufacturing services and transport) and the persistence of the surplus recorded by the secondary income balance.

7

Given that the trade deficit remained at a level similar to that in the previous year, the balance of services reported a larger
surplus (against the backdrop of the higher surpluses posted by manufacturing services, transport and telecommunications),
while the share of the income balance deficit in GDP deteriorated by roughly 0.5 percentage points versus 2013, as shown
by the provisional balance of payments data according to BPM6.

8

In 2012-2014, this indicator saw a favourable evolution, going up from -3.1 percent to +1.3 percent and +2.2 percent,
respectively, of GDP.

9

Out of EUR 5.9 billion-worth of total funds received from the EU in 2014, EUR 3.6 billion were structural and cohesion funds.
The absorption of structural and cohesion funds saw a significant progress in 2013 when funds absorbed totalled
approximately EUR 3 billion versus EUR 1.2 billion in the previous year.

153

Annual Report ▪ 2014

90 percent of total10). In 2012-2014, “other investment“ posted net outflows in the
context of the persistent cross-border bank deleveraging, which caused a drop in
financing sources. The spillover effects of the global financial crisis on the Romanian
economy led to successive decreases in the current account deficit financing through
direct investment11 during 2009-2011 (from 63 percent to 28 percent). Subsequently,
the indicator reversed its path, posting relatively high levels in 2013-2014 (i.e. over
250 percent10), mainly as a result of the significant current account deficit adjustment
(Chart 10.9).
During the upturn of the economic
cycle, in Romania, nominal unit labour
20
costs posted high annual growth rates
Romania
euro area
which exceeded by far those in the
15
euro area12 (Chart 10.10). Subsequently,
10
their dynamics saw a reversal, as
5
the financial constraints prompted
0
companies to implement measures
-5
aimed at enhancing their operational
efficiency, which had a positive impact
-10
on the external competitiveness of the
Romanian products. The slowdown in
Source: Eurostat, NBR
the growth rate of the compensation
of employees was the main driver behind the annual dynamics of nominal unit labour
costs moving into negative territory in 2013. In 2014, in the context of a slower labour
productivity growth, this evolution saw a reversal, with nominal unit labour costs
witnessing a marginal rise (0.3 percent), below the increase seen in the euro area.
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joining the EU. In 2014, the stock exchange capitalisation as a ratio to GDP remained
at a level similar to that in the previous year (approximately 11 percent), running
below the level posted in 2005-2007 when Romania witnessed shares of
16-22 percent of GDP amid the expansion of the financial sector. Thus, during
percent

Chart 10.11
Indirect financial intermediation*

154

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

120

10

According to the provisional balance of payments data based on the BPM6 methodology.

11

With those by non-residents in Romania prevailing.

12

Assessment based on the data provided by Eurostat.

NATIONAL BANK OF ROMANIA

10. The convergence of the Romanian economy and the new EU economic governance framework

2007-2014, indirect financial intermediation in Romania was roughly three times
lower than in the euro area13 (Chart 10.11).
In line with the 2015-2018 Convergence Programme, the Government of Romania
sticks to its commitment taken in the previous edition of this Report to shift to
the euro on 1 January 2019. However, in order for this very ambitious objective to
be fulfilled, it is of the essence that a true consensus be reached in both political
and social terms as regards the efforts to be taken and the major co-ordinates of
the process, with the compilation of a roadmap with clearly defined intermediate
goals playing an extremely important part in the consistence and credibility of this
measure. In order for the national economy to successfully deal with the exigencies
associated with euro area membership, structural reforms must be implemented
to ensure high competitiveness of the economy while also achieving in advance a
durable real and nominal economic convergence.

2. Euro adoption in Lithuania
On 1 January 2015, the number of euro area countries rose to 19, with Lithuania being
the third Baltic state that adopted the single currency. The decision was taken by the
Council of the European Union on 23 July 2014, based on the Convergence Reports of
the European Commission and the European Central Bank of June 2014 showing that
Lithuania met all the requirements for joining the euro area.
Lithuania is a small-sized open economy. In 2014, the number of inhabitants of
this country was approximately 3 million and GDP came in at about EUR 36 billion
(accounting for roughly 0.4 percent of that of the euro area). GDP per capita
calculated based on the purchasing power standard stood at about 70 percent of the
euro area average in 2014. The Lithuanian economy’s openness is very high (over
150 percent in 2014) and the current account saw a 0.1 percent surplus of GDP
in 2014, down by 1.5 percentage points from 2013. The monetary policy regime
Lithuania implemented since April 1994 until joining the euro area was a currency
board arrangement, with the litas being initially anchored to the US dollar and as of
2002 to the European single currency.
Lithuania joined ERM II on 28 June 2004, less than two months after becoming a
member of the European Union, showing its intention to join the euro area as of
1 January 2007. Based on the ECB and EC Convergence Reports of May 2006, only
Slovenia was deemed to be prepared for adopting the euro on 1 January 2007, while
Lithuania remained outside the euro area, given its failing to meet the nominal
convergence criterion on inflation: in March 2006, it exceeded the reference value by
0.1 percentage points and the inflation outlook showed a gradual increase as a result
of the accumulated macroeconomic imbalances. In 2007-2008 inflation stepped up
considerably to reach 11.1 percent in 2008.
13
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In Romania, indirect financial intermediation, calculated as a ratio of private sector credit to GDP, picked up in 2004-2011
from 16.5 percent to about 40 percent, the path of the indicator posting a reversal subsequently. Thus, in 2014, it reached
31.7 percent, on a decrease compared to the previous year.
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Subsequently, amid the strong recession, the average annual HICP inflation rate
decelerated markedly, to come in at 0.6 percent in April 2014, significantly below the
1.7 percent reference value.
In 2013, Lithuania’s general government deficit was 2.1 percent of GDP, below the
3 percent value set for the criterion on public finances. However, mention should
be made that, starting in July 2009, Lithuania was subject to the excessive deficit
procedure, after having posted a public deficit of 3.3 percent of GDP in 2008.
On 21 June 2013, the EU Council adopted the decision to cease the excessive deficit
procedure. Gross public debt, expressed as a share of GDP, was below the reference
value throughout the period, but, after the global financial crisis broke out, it saw a
significant advance from 15.4 percent in 2008 to 39.4 percent in 2013.
Upon joining ERM II, a fluctuation band of ±15 percent around a central rate of
LTL 3.4528 per euro was adopted. Given Lithuania’s currency board arrangement,
during 16 May 2012-15 May 2014, the exchange rate against the euro remained
unchanged.
The long-term interest rates posted an average 3.6 percent level in May 2013 –
April 2014, below the 6.2 percent reference value. At the beginning of 2009, Lithuania
was taking long-term loans at interest rates higher than 14 percent, but in 2010 they
entered a downward trend, as a result of the economic growth resumption – albeit at
a slower pace –, the improvement in the fiscal position and ratings, as well as of the
decline in inflation and global risk aversion (Table 10.2).

Price
stability

HICPbased
inflation1)

Table 10.2
Lithuania – nominal
convergence indicators

Public
finances
General
government
Excessive surplus (+)/
deficit2)
deficit (-)3)

Long-term
interest
rate

Exchange
rate
Maximum
Maximum
appreciation depreciation
Gross
Currency during the
during the
public participating
reference
reference
3)
4)
debt
in ERM II
period
period4)

Long-term
interest
rate5)

2012

3.2

Yes

-3.2

40.5

Yes

0.0

0.0

4.8

2013

1.2

Yes

-2.1

39.4

Yes

0.0

0.0

3.8

2014

0.6

No

-2.1

41.8

Yes

0.0

0.0

3.6

Reference
value6)

1.7

-3.0

60.0

6.2

1) Average annual percentage changes. The 2013 reading refers to May 2013-April 2014. 2) It refers to the situation where
a country is subject to a decision by the ECOFIN Council on the excessive deficit at least for part of the respective year.
3) Percent of GDP. The 2014 reading is provided by the 2014 spring forecast of the European Commission. 4) Maximum
percentage changes in the leu exchange rate versus the euro over a 2-year period. 5) Average annual interest rates. The 2014
reading refers to May 2013-April 2014. 6) It refers to May 2013-April 2014.
Source: European Commission, Eurostat, ECB

Considering that Lithuania made a first attempt to adopt the single currency as of
1 January 2007, there are several versions of the National Plan for the changeover to
the euro, with the first one being published in 2005 and the last one being approved
in June 2013. The main institutions in charge of the euro adoption were the National
Bank and the Government, while the preparatory works ahead of Lithuania’s adoption
of the euro were coordinated by a commission set up for this purpose, which was
tasked to tackle the strategic issues. This commission decided to create seven working
groups aiming at the relevant euro adoption aspects: Coordination of Euro Adoption
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Activities Working Group (controlling the other six working groups), Cash Working
Group, Public Information Working Group, Consumer Rights Protection and Social
Affairs Working Group, Business Environment Working Group, Legal Issues Working
Group and Monitoring of Lithuania’s Meeting of the Euro Adoption Convergence
Criteria Working Group.
Following the adoption of the National Plan for the changeover to the euro, a
Communication Strategy was elaborated aiming to inform the public about the
euro adoption by Lithuania (the euro conversion of bank accounts held by both
natural entities and legal entities and of balance sheets, the denominations of euro
banknotes and coins and their security features etc.) and to curb unfounded fears
concerning the euro adoption. The Strategy was implemented by the relevant
ministries and the subordinated institutions, the Parliament, the Bank of Lithuania
(i.e. the central bank of Lithuania) and local authorities, in close cooperation with the
European Commission and the European Central Bank.
Three main stages were envisaged in applying the Communication Strategy.
The first stage started on 1 May 2004, once with Lithuania’s integration with the EU.
The first steps were taken to inform the public about the euro adoption process and
the responsible institutions held talks with the business environment, mass-media,
non-governmental organisations, communities. The second stage, which was the
period of preparation for the changeover to the single currency, started six months
prior to adopting the euro and lasted until 1 January 2015. This was the stage with
the most intense information campaign on the changeover to the euro when the
population was informed about the euro adoption process and procedures, the
denominations and value of euro banknotes and coins, euro banknotes’ security
features, the period of dual prices etc. Moreover, the responsible institutions acted
to ensure that all target groups receive detailed practical information about the euro
and the conditions of its adoption, with special attention being paid to residents of
remote settlements, disabled persons and national minorities. The third stage is the
period subsequent to the changeover to the euro and it is planned to last throughout
2015. This stage implies the further dissemination of information on euro banknotes
and coins, security features and other related aspects; furthermore, the results of price
monitoring are announced. Public opinion surveys are conducted seeking to analyse
the attitude of target groups towards the new currency and the processes related to
the changeover to the euro.
During the campaign the following information channels were resorted to:
▪ the online media: the www.euro.lt website, especially designed to inform about the
changeover to the euro, the websites of responsible institutions and partners, as well
as the websites of the European Commission and the European Central Bank;
▪ mass-media (press, radio, television, social networks);
▪ outdoor advertising;
▪ informational events for the public and target groups (exhibitions, seminars, training,
doors open events, etc.);
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▪ direct information of the public (answering questions by phone, e-mail, sending
information about the euro by e-mail, dissemination of publications at various events
or via e-mail, etc.);
▪ service units for individuals at responsible institutions;
▪ information networks of partners (libraries, business, travel services, European
information centres, etc.).
Among the actions performed are: seminars organised at the central bank for the
personnel of the Lithuanian Association of the Blind and Visually Handicapped
designed to teach them how to differentiate the euro from the litas and the
distribution of 4,000 “talking cards” for visually impaired persons; training provided
to cashiers working in financial, trade and post office services to teach them how
to recognize the future banknotes and coins; the placement of 1,200 information
screens all across Lithuania displaying information on the key-principles for checking
the authenticity of euro banknotes; the distribution of informative educational
publications in schools; the sending of SMS messages providing information on the
adoption of the euro on 1 January 2015 to over 3 million users with the support of the
largest mobile telephony operator.
In order to facilitate the conversion process and introduce the citizens to the new
currency, the Bank of Lithuania made available 900,000 kits for purchase, each
containing coins worth EUR 11.59.
Underlying the changeover to the euro was a big bang scenario, namely the euro was
simultaneously introduced as cash and scriptural currency on 1 January 2015, with all
the Member States which joined the euro area after 2002 using this method. The dual
circulation period was of 15 calendar days.
The Bank of Lithuania borrowed 132 million banknotes from Deutsche Bundesbank,
on the condition to return them in 2016, when it has the capacity to print banknotes
at a European Central Bank-accredited printing house.
Starting with 1 January 2015, the litas could be converted into euro at a fixed
exchange rate of LTL 3.4528 per 1 euro, free of charge, for two months at the post
offices across the country, for six months at the commercial banks and can be further
converted throughout 2015 at some bank branches, to which adds a network made
up of 700 exchange offices all over the country. The Bank of Lithuania will convert
free of charge the litas to euro for an unlimited period of time. In addition, all litasdenominated bank accounts of natural and legal entities were automatically and free
of charge converted to euro.
During 23 August 2014-30 June 2015, prices are displayed both in litas and euro, not
only by traders or service provider websites, but also in the advertisements for goods
and services.
Based on the data of a representative opinion poll carried out at end-January and in
early February 2015, 68 percent of Lithuania’s residents believed the euro adoption
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was favourable or very favourable. Compared to December 2014, the share of the
single currency’s supporters rose by 8 percentage points, while that of eurosceptics
fell from 30 percent to 26 percent.
According to the provisions of the Maastricht Treaty, after Lithuania joined the euro
area, the Bank of Lithuania became part of the Eurosystem. Moreover, it automatically
started participating in the Single Supervisory Mechanism. The integration of
Lithuanian monetary and financial institutions with the banking system of the
euro area on 1 January 2015 had been discussed upon the release of the liquidity
requirements of the euro area and the benchmark allotment of 30 December 2014.

3. Developments in the European Union’s economic
governance
In November 2014, the fourth annual round of the Macroeconomic Imbalance
Procedure (MIP) inaugurated – once with the release by the European Commission
of the Annual Growth Survey (AGS) and the Alert Mechanism Report (AMR) – a new
European Semester for coordinating economic policies. Based on a scoreboard made
up of 11 indicators, the Alert Mechanism Report assesses the economic and social
situation in each country in order to detect potential disequilibria hindering the
smooth functioning of the economies and to recommend measures with a view to
correcting such imbalances, while also ensuring the consistency with the policies
recommended by other economic supervision instruments.
The 2015 Report employs the same scoreboard and auxiliary indicators as the 2014
Report, as well the same indicative thresholds for each of them. Compared to the
2014 Report, the differences between the values of the indicators owe mainly to the
data revision after the adoption of the new ESA 2010 statistical standards (instead of
ESA 95) and of the BPM6 manual, respectively. Based on the AMR conclusions,
the Commission found the existence of imbalances and the need to prepare
in-depth reviews for 16 EU Member States, including Romania. Compared to the
report released a year ago, the Commission decided to place Bulgaria, Germany and
France under stricter monitoring, to move Slovenia to a less strict category and put
Portugal and Romania under the MIP surveillance for the first time. For Portugal,
the decision was taken after the conclusion in June 2014 of the financial assistance
agreement for supporting the macroeconomic adjustment programme, while in
Romania’s case, the decision was triggered by the delays in completing the
semi-annual reviews under the precautionary arrangement signed with the European
Union and the International Monetary Fund.
Although it was included for the first time in the MIP, Romania continued in 2014
to record 10 out of 11 indicators within the indicative thresholds of the scoreboard.
Although the net investment position continues to be outside the comfort zone, the
year 2014 saw a new adjustment to -56.9 percent of GDP, with the correction of this
imbalance being achievable in the medium term, should the current account deficit
be kept subdued (Table 10.3).
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A positive evolution pointed out by the Alert Mechanism Report (AMR) across several
Member States refers to the current account adjustments, with the large deficits
posted a few years ago narrowing notably and, in some cases, turning into surpluses.
However, among the drivers of this evolution counts also the decrease in domestic
demand, especially for investment, which could affect the growth potential in the
long term. Given that the diminishing trend in current account deficits is recent, the
impact on the net international investment position is still limited. Its correction is
inevitably a long-standing process, with most Member States posting further negative
readings in excess of the threshold set for this indicator.
The depreciation trend highlighted by the 3-year change in the real effective
exchange rate (based on HICP) indicates an improvement in external competitiveness
in several EU states. In most cases (except for Greece) the indicator ranged within
the indicative thresholds of the scoreboard. The developments seen in the course of
2014 even suggest a potential rebalancing in this respect across the EU, with the real
effective exchange rate depreciating in many of the states in need of competitiveness
gains (the Czech Republic, Ireland, Croatia, Hungary, Poland) while strengthening in
countries such as Germany, Austria and the United Kingdom.
The 5-year change in the market share of exports was further negative in most
countries, but the fall moderated somehow. An important contribution to the decline
in the market shares made the modest demand inside the European Union, the
intra-EU trade playing a relatively less significant part after the crisis. Positive values
of this indicator are posted by a small number of countries, of which almost all are
from Eastern Europe, including Romania (ranking third after Lithuania and Estonia).
In terms of cost competitiveness, the 3-year change in unit labour costs remains
above the threshold for some East-European economies.
The flow of credit to the private sector remains way below the limit set by the MIP
in all Member States (except for Luxembourg), reflecting influences stemming from
both demand and supply. A dampening impact on demand had the persistence of
high indebtedness, with private sector debt still exceeding the indicative threshold
of the scoreboard in many Member States. The respective levels owe, however, to the
growth rates posted prior to the crisis, which further overshadow the adjustments
seen over the last years. On the supply side, the ongoing clean-up of balance sheets
across the banking sector is the main factor behind the sluggish lending activity.
The most alarming evolution revealed by the Alert Mechanism Report could be that
relative to labour market conditions and social situation. The most recent data place
the scoreboard indicator (the 3-year average unemployment rate) at over 25 percent
for Greece and Spain and at over 15 percent for Croatia and Portugal. A focus is also
put on the increase in the share of long-term unemployment as a percentage of total
unemployment, on youth unemployment which nears the historical highs (over 40
percent in Spain, Greece, Croatia and Italy), on income inequality, which is on an upward
trend especially in the states posting high unemployment rates, and on the higher
poverty risk14 facing working age population. Moreover, the over-qualification rate
remains high, with many highly educated workers taking low- or medium-skilled jobs.
14
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Individuals earning a disposable income lower than 60 percent of the median disposable income nationwide (net of social
transfers).

NATIONAL BANK OF ROMANIA

10. The convergence of the Romanian economy and the new EU economic governance framework

Subsequent to the release of the AMR, the in-depth review made by the Commission
for each of the 16 Member States considers a much wider series of indicators in
order to identify potential excessive imbalances and formulate appropriate policy
recommendations on a case-by-case basis. Romania was added to the group of
countries for which in-depth reviews are required, given that it was deemed that
the surveillance of imbalances and the monitoring of economic policies have no
longer taken place within the precautionary financial assistance programme, as
starting with the autumn of 2013, no semi-annual review of the programme has
been successfully completed. The in-depth review assesses to what extent the
specific recommendations adopted in July 2014 concerning the implementation of
the financial assistance programme agreed on with the EU and the IMF, the fiscal
consolidation, the pension and health system reform, as well as social and labour
market policies have been put into place.
The main conclusions presented in the in-depth review in connection with the set
of 2014 country-specific recommendations point to limited progress in most areas.
As regards the first recommendation, relative to the joint IMF/EC/WB missions
conducted in 2014 and in the period January-February 2015, it is found that the
missions did not end up in the signing of a supplementary Memorandum of
Understanding updating the specific economic policy conditionality provided for in
the initial document. A certain progress can be noticed in applying the budgetary
strategy, more exactly in improving tax collection, reducing fiscal burden on labour
and fighting undeclared work. Turning to the health and education systems, the
European Commission also deems that progress has been limited, mention being
made of the introduction of a package of basic services and the improvement in
the quality of education (by reforming the vocational education and training –
including through re-creating vocational schools –, monitoring the hiring of higher
education graduates and establishing counselling and career guidance centres within
universities). The recommendations relative to labour market and combating poverty
brought about the adoption of measures on activation of unregistered young people,
the improvement in the institutional capacity of the National Employment Agency,
the increase in efficiency of social transfers and the implementation of the social
assistance reform. The progress made in the energy field has been also assessed as
limited, further steps being necessary for improving governance across state-owned
companies in this sector, promoting energy efficiency and connecting domestic
energy networks to the European ones.
Among the favourable developments shown by the in-depth review are the
adjustment of current account deficits (through the strong expansion of exports), the
moderate rise in labour productivity, a further stable financial system thanks to an
adequate capitalisation of the banking sector and a downward trend in
non-performing loans, a lower indebtedness of the private sector and improved
labour market conditions, as reflected by a low and decreasing unemployment,
masking, however, a low activity rate.
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Table 10.3. Macroeconomic imbalance procedure scoreboard
Net interCurrent
national
account investment
balance
position
% of GDP,
3-year average
-4%/+6%
of GDP

Austria

2013
2014
Belgium
2013
2014
Bulgaria
2013
2014
Czech
2013
Republic
2014
Cyprus
2013
2014
Croatia
2013
2014
Denmark
2013
2014
Estonia
2013
2014
Finland
2013
2014
France
2013
2014
Germany
2013
2014
Greece
2013
2014
Hungary
2013
2014
Ireland
2013
2014
Italy
2013
2014
Latvia
2013
2014
Lithuania
2013
2014
Luxembourg 2013
2014
Malta
2013
2014
Poland
2013
2014
Portugal
2013
2014
Romania
2013
2014
Slovakia
2013
2014
Slovenia
2013
2014
Spain
2013
2014
Sweden
2013
2014
The
2013
Netherlands
2014
The United
2013
Kingdom
2014

1.4
1.1
-0.7
0.3
0.8
0.8
-1.4
-0.5
…
…
-0.1
0.4
6.2
6.3
-0.8
-1.2
-1.8
-1.8
-1.3
-1.3
6.5
7.0
-3.9
-0.3
2.2
3.3
…
4.1
-0.9
0.8
-2.8
-2.9
-1.1
0.2
5.5
…
0.8
2.5
-3.3
-2.1
-2.2
0.0
-3.3
-1.9
-0.7
0.9
2.8
4.7
-0.7
0.7
6.9
6.7
10.4
10.7
-3.3
-4.6

HICP-based
Market
real
share of
effective exports of
exchange goods and
rate
services

3-year %
% of GDP
change
-35%
±5% (EA)
of GDP ±11% (non-EA)

0.6
2.1
49.4
54.7
-75.0
-72.3
-41.5
-35.6
-156.8
-165.1
-88.5
…
38.5
…
-47.2
-41.1
4.8
0.4
-15.6
-16.4
29.6
36.4
-120.8
-121.9
-84.1
-74.1
-102.1
-97.5
-30.4
-27.7
-65.1
-61.2
-46.4
-44.2
34.2
…
24.6
37.4
-68.3
-67.4
-117.4
-111.6
-61.7
-56.9
-63.8
-70.0
-38.2
-44.7
-93.8
-93.5
-18.0
-4.0
34.9
65.8
-23.8
-19.6

0.7
1.9
-0.3
-0.5
-1.0
-2.6
-3.1
-10.0
-0.8
-1.4
-4.0
-0.9
-2.6
-1.2
3.1
4.7
0.1
2.7
-2.3
-1.2
-1.9
-0.3
-4.4
-5.6
-4.0
-7.0
-3.9
-3.5
0.0
0.2
-1.7
0.4
-0.6
1.4
0.7
0.5
-1.3
0.0
-4.3
-1.3
-0.6
-1.8
0.3
-1.1
2.1
1.3
-0.7
1.2
-0.4
-1.0
5.1
-3.7
0.4
0.8
3.4
10.2

Nominal
unit
labour
cost

5-year %
change

3-year %
change
+9% (EA)
-6% +12% (non-EA)

-18.1
-16.7
-10.5
-10.3
…
…
-9.0
-5.3
…
…
-22.7
-18.5
-19.1
-18.1
11.9
22.5
-31.9
-26.2
-14.3
-14.6
-11.7
-8.5
…
-17.5
-20.2
-14.8
-6.2
-9.5
-19.6
-15.0
6.8
9.0
20.4
35.3
3.7
9.1
-3.1
-19.3
0.7
4.5
-6.8
-6.0
14.8
21.2
-2.4
2.4
-17.7
-11.8
-10.3
-11.4
-16.1
-10.1
-10.8
-12.0
-12.2
-10.6

6.4
8.2
8.6
6.0
14.8
12.3
3.7
4.5
-5.9
-12.3
-3.0
-5.9
4.0
5.1
9.6
17.5
9.6
8.3
3.9
…
6.4
7.7
-10.3
-11.6
6.1
6.9
1.3
5.6
2.7
3.2
10.5
15.5
6.0
9.3
10.5
…
10.1
6.9
3.7
…
-2.7
-1.6
-3.8
2.4
2.5
3.7
1.3
-0.1
-4.6
-3.9
8.3
6.9
6.3
5.6
3.7
4.7

House
price
index
%, annual
change

Private
sector
debt

Private
General
sector government Unemploycredit
sector
ment
flow
debt
rate

Financial
sector
liabilities

%, 3-year
average

%, annual
change

10%

16.5%

5.0
5.3
7.7
8.2
12.2
12.2
6.9
6.7
11.9
14.6
15.7
16.9
7.4
7.0
10.3
8.7
7.9
8.2
9.8
10.1
5.5
5.2
23.3
26.2
10.7
9.6
14.2
13.0
10.4
11.8
14.4
12.6
13.5
12.0
5.3
5.6
6.4
6.2
10.0
9.8
15.0
15.4
7.0
6.9
14.0
13.8
9.1
9.6
24.1
25.1
7.9
8.0
6.0
6.8
7.9
7.2

-3.7
-1.5
-4.4
3.9
3.3
…
9.8
…
-19.5
…
3.2
…
0.6
…
8.9
…
-11.8
…
-0.6
…
-6.3
…
-16.3
…
-0.9
13.3
0.7
…
-0.7
…
5.2
…
-1.8
…
8.8
…
1.7
…
7.6
…
-4.7
-7.9
3.1
…
-0.3
…
-10.5
-0.6
-10.2
…
8.9
13.8
-3.2
…
-7.6
4.6

6%

% of GDP
133%
of GDP

% of GDP
+14%
of GDP

% of GDP
60%
of GDP

2.9
1.6
0.0
-1.1
-0.1
1.8
-1.0
2.1
-5.5
-2.0
-18.1
-2.0
2.8
3.1
7.3
12.9
-1.3
-1.7
-2.6
-2.0
1.8
…
-9.3
-5.6
-5.0
3.1
0.1
12.5
-6.8
-4.3
6.5
5.7
0.2
5.7
4.7
…
-1.9
4.8
-4.4
1.1
-2.5
3.6
-3.8
-3.6
-0.5
1.5
-5.8
-6.9
-9.9
0.4
4.7
8.7
-7.8
-0.5
1.6
8.3

126.9
126.2
175.8
185.7
134.8
…
73.7
…
344.8
…
119.5
…
224.1
…
119.4
…
146.2
…
137.1
…
103.5
…
135.6
…
95.8
91.8
270.3
…
119.5
…
90.9
…
56.4
…
356.2
…
143.8
…
74.8
…
202.6
189.0
66.6
…
74.8
…
101.5
91.9
172.2
…
200.1
203.1
229.7
…
164.4
158.1

0.4
0.9
2.3
0.0
6.4
…
3.1
…
-11.2
…
-0.6
…
-0.4
…
5.4
…
0.7
…
1.8
…
1.3
…
-1.1
…
-1.0
-0.8
-5.7
…
-3.1
…
0.8
…
-0.2
…
27.7
…
2.3
…
2.9
…
-3.6
-8.9
-1.5
…
5.4
…
-4.0
-4.6
-10.7
…
3.8
5.9
2.1
…
1.0
5.1

80.9
84.5
104.4
106.6
18.3
27.6
45.0
42.6
102.2
107.5
80.6
85.0
45.0
45.2
10.1
10.6
55.8
59.3
92.4
95.1
77.1
74.7
175.0
177.1
77.3
76.9
123.2
109.7
128.5
132.1
38.2
40.0
38.8
40.8
24.0
23.6
69.2
68.0
55.7
50.1
129.7
130.2
38.0
39.8
54.6
53.6
70.3
80.9
92.1
97.7
38.7
43.9
68.6
68.8
87.3
89.4

The indicators do not fall within the indicative thresholds
" … " not available
Source: Eurostat, NBR
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The vulnerabilities pointed out refer to the low net investment position, which may
pose risks, the fiscal policy instability, the non-compliance with the fiscal legislation,
especially as concerns the VAT and labour taxation, the high unemployment and
inactivity rates among the young, the still high level of non-performing loans.
Counting among the main challenges is the low investment and innovation level
in the context of an unfavourable business environment induced by SMEs’ difficult
access to financing, the insufficiently developed energy and transport infrastructure,
the education system failing to keep pace with the labour market needs, as well as a
limited efficiency of public administration and an unstable taxation policy.
The conclusions in Romania’s Country Report, which contains the in-depth review,
provide the basis for the recommendations the Council will make for all Member
States in July 2015.
In 2014 and the first part of 2015 notable progress was made concerning the blocs of
the Banking Union, given that: (i) the Single Supervisory Mechanism (SSM) became
operational, with the ECB officially assuming its role of a single prudential supervisor
of the banking system; (ii) the legal framework governing the establishment of the
Single Resolution Mechanism (SRM) was adopted; (iii) the single regulatory framework
was added the Directive for the recovery and resolution of credit institutions
and investment firms (BRRD) and a regulation specifying the rules to govern the
contributions of credit institutions to the national resolution funds depending on the
size and risk profile of these institutions.
Based on the calendar set by the ECB, the arrangements for the SSM to become
operational implied a comprehensive assessment across 130 banking groups, whose
assets account for roughly 82 percent of total banking assets in the euro area, which
were to be directly supervised by the ECB. This measure encompassed three stages
which consisted of the assessment of risks and asset quality and the carrying out of a
stress testing exercise. Subsequent to this comprehensive assessment, the European
Central Bank officially took over micro- and macroprudential responsibilities.
Thus, starting with 4 November 2014, the ECB has been directly supervising all
the entities deemed significant in the Member States that are part of the Banking
Union. Significant banks are identified based on a set of criteria concerning their size,
economic importance and cross-border activity, as well as the direct public financial
assistance they requested or received.
Euro area states participate automatically in the SSM, while non-euro area EU Member
States can opt for participating therein through a “close cooperation“ between the
ECB and the competent national authority.
Furthermore, another important stage in launching the SSM was the compilation
of a single supervisory manual setting forth the processes and methodology for
supervising credit institutions, as well as the cooperation procedures both within
the SSM and with the authorities outside this mechanism. The manual is a living
document, which is to be steadily updated in line with the new developments in the
markets and the supervision practices.

NATIONAL BANK OF ROMANIA

163

Annual Report ▪ 2014

The efforts made for launching the Single Supervisory Mechanism were supplemented
by actions performed in order to integrate financial crisis management mechanisms.
To this end, on 15 July 2014, Regulation (EU) No 806/2014 of the European Parliament
and of the Council of the European Union was adopted establishing uniform
rules and a uniform procedure for the resolution of credit institutions and certain
investment firms in the framework of a Single Resolution Mechanism (SRM) and a
Single Resolution Fund (SRF). Moreover, prior to the adoption of this Regulation, on
21 May 2014, 26 EU Member States signed an Intergovernmental Agreement (IGA) on
the transfer and mutualisation of contributions to the Single Resolution Fund (SRF).
All countries having signed the IGA are expected to finalise the ratification of the
agreement in their national procedures by 1 January 2016.
The Single Resolution Mechanism (SRM) sets forth the centralisation of banking
resolution-specific actions at the level of the Single Resolution Board – a newlyestablished European entity which is mainly intended to ensure an orderly resolution
of failing credit institutions in euro area Member States and in other Member States
opting to join the Banking European. Thus, all banks under the SSM supervision will
automatically participate in the SRM.
The resolution measures taken by the Single Resolution Board can be financed, as
appropriate, by the Single Resolution Fund, whose resources will be made up of the
risk-adjusted annual contributions of credit institutions, in line with the calculation
methodology specified in the regulation adopted by the Council of the European
Union. The Single Resolution Fund will be launched on 1 January 2016 and will aim
for a 1 percent target level of the covered deposits of all credit institutions in Member
States participating in the Banking Union (approximately EUR 55 billion), which needs
to be reached within the timeframe of 8 years.
The Single Resolution Board started its activity on 1 January 2015, being assigned
limited responsibilities specific to the resolution planning stage; as of 1 January 2016
it will become fully operational.
Given Romania’s intention to join the Banking Union, in May 2014, a cross-departmental
working group for the operational preparatory work was set up for preparing the
National Bank ahead of Romania’s accession to the Banking Union. This group was
created as a temporary substructure of the Committee for Preparing the Changeover
to the Euro and will operate until the start of the “close cooperation” with the ECB.
In the course of 2014, several meetings were held with the aim to review the
procedural aspects concerning the accession to the Banking Union, the drafting of a
tentative accession calendar and the initiation of technical discussions with the
ECB representatives.
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Chapter 11
External communication
of the National Bank of Romania
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1. Public relations
In 2014, the National Bank of Romania’s activities in the area of communication and
public relations were aimed at correctly and promptly informing the general public
and experts of the measures and policies adopted by the central bank in pursuit of its
tasks, in compliance with Law No. 312/2004 on the Statute of the National Bank
of Romania.
A permanent objective was to increase the transparency of the central bank’s activity
in order to continue to ensure primarily, via the increasingly extensive dissemination
and adequate explanation, the general public’s better understanding of its monetary
policy decisions, the measures safeguarding price stability and financial stability, the
role and functions of the central bank, the integration into European structures and
the complex challenges posed by the social and economic environment in a national
and international context still fraught with difficulties and whose developments are
hard to anticipate.
The national and international economic developments, the persistence and even the
worsening of some vulnerabilities in the domestic and European financial systems, as
well as the volatility of capital flows amid the continued cross-border deleveraging in
the banking sector and the fluctuations in investors’ risk appetite defined the context
in which the NBR carried out its activity, as reflected by the public messages of the
central bank’s officials.
The central bank’s concern and steady efforts to optimise and diversify the
communication channels, the mixed use of online and “classical” tools and the
stepped-up activity in the field of financial education ensured that the messages
conveyed were tailored to the different target public groups (the banking community,
the academia, financial analysts, journalists, the business environment, the general
public). Furthermore, the active involvement of the central bank’s countrywide
network had a significant contribution to the better distribution of analyses
and information in the dissemination process and the proper multiplication of
messages.
An important vehicle is the direct communication. The National Bank of Romania
supplied relevant and correct information on the monetary policy decisions and
the economic and financial developments, as well as on the associated risks and
uncertainties, by means of quarterly press conferences dedicated to the Inflation
Report, press briefings, interviews by the central bank’s Board members and experts,
presentations, speeches, and participation in public discussions.
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About 60 events were organised at the central bank in 2014, i.e. seminars,
conferences, symposiums, workshops, interactive educational seminars and
conferences, cultural events, which ensured the dissemination of specialised
information to an experienced target group, including potential opinion leaders,
journalists and other message multipliers.
During the period under review, the NBR published 148 press releases (compared
with 145 in 2013), most of them referring particularly to the institution’s measures
regarding monetary policy and macroprudential supervision, as well as the evolution
of specific statistical indicators. At the same time, the central bank continued to
organise informal meetings with various target groups, i.e. financial analysts, bank
representatives, representatives of the academia and the business community, as
well as of the mass media, which had a significant role in the assimilation and correct
understanding of NBR’s measures and messages.
In the context of complex domestic and international developments, the written
media coverage in 2014 was ensured by more than 10,600 articles on the NBR’s
activity and management, published in the Romanian mass-media (at central and
local level) and in the international media. However, visibility on this segment
diminished slightly by less than 4 percent versus 2013, given that the general public
receives primary information particularly from online sources and TV and radio
channels. The quantitative assessment of the audio-visual environment also revealed
lower media coverage of the NBR, i.e. 5,324 productions in 2014 versus 7,016 in 2013.
The use of online communication tools indicates the higher interest in the central
bank’s activity, as a result of the increased attention attached to monetary policy
decisions, as well as the more intense social media activity of the NBR, in the context
of particular circumstances with a widespread emotional impact on the general
public.
The NBR-related issues that raised the particular interest of central and local media
were: the monetary policy decisions, the Inflation Report, the inflation forecast
changes, the leu exchange rate developments, the appointment of the new NBR
Board members, the arrangement signed with the IMF and the European Commission,
the harmonisation of the regulatory and supervisory framework with EU standards,
the loan restructuring government programme, the objective to adopt the euro and
the impact of the Swiss National Bank’s decision of January 2015.
Overall, the media sentiment remained broadly neutral to positive in 2014.
The series of traditional events organised by the NBR encompassed “Monetary Policy
Colloquia“, “Legal Colloquia“, “Statistics Colloquia“ and the “Cristian Popișteanu
Banking History and Civilisation Symposium”. The events raised particular interest
among experts due to the topics approached and the quality of panelists,
i.e. prominent representatives of prestigious national and international institutions.
Such actions were an efficient communication tool with the target groups and,
indirectly, with the general public, the topics addressed focusing on the latest
developments and challenges in the economic, financial and banking environment
both domestically and internationally. The topics referred to the inverse relationship
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between inflation and unemployment in post-crisis Romania, the international
trade in goods and the balance of payments in the context of the new international
standards in the field, the impact on credit institutions of central bank’s regulations
on prudential requirements, the macroprudential supervision instruments, as well as
the aspects regarding the Single Supervisory Mechanism and the Single Resolution
Mechanism established at EU level.
Moreover, the presentations delivered by NBR officials at conferences and seminars
on current topics – such as the Banking Union, the role of financial institutions
in resuming growth at regional level, Romania’s economic performance, the
developments in the local financial and banking system or the euro adoption
– were an important vehicle for conveying the central bank’s messages, with a
positive impact on the accurate information of the general public and contributed
significantly to the rise in the effectiveness of direct communication.
In the area of institutional communication, the NBR continued to strengthen the
cooperation with Romanian and European institutions by organising joint events and
activities. Topics related to the central bank’s role in supporting financial education
and developing an international capital market in Romania, also as an alternate source
of access to financing for the private sector, were addressed at conferences such as
”Educaţia financiară: investiţie în viitorul societăţii” (“Financial education: investment in
the future of society”), organised in cooperation with the Ministry of Education, and
”Crearea unei pieţe de capital internaţionale în România. Opt bariere importante sistemic,
cu rol cheie pentru crearea unei pieţe de capital moderne” (“Creating an international
capital market in Romania. Eight systemically important barriers with a key role in
creating a modern capital market”), organised with the Bucharest Stock Exchange and
the Financial Supervisory Authority.
Landmark events with high-level national and international attendance were also
organised, i.e. the fourth annual conference entitled “Government securities market”,
in cooperation with the World Bank and the Ministry of Public Finance, the conference
of the Aspen Institute in Romania entitled “Needs and resources in financing non-euro
zone economies”, the Czech-Romanian Business Forum with the participation of
Mr. Miloš Zeman, President of the Czech Republic. These events consolidated the
prestige and reputation of the central bank.
The efforts to increase transparency and the enhanced reputation benefits arising
from the organisation of visits at the central bank’s offices were pre-requisites for the
continued direct dialogue with the target public in various fields. The participants
benefited from information and data about the history, tradition, monumentalism and
the patrimony items of the NBR, also by way of specialised publications, brochures
and leaflets handed out on this occasion.
In an effort to be correctly positioned in terms of social responsibility, the central bank
carried on with its project entitled “Cultural Days of the National Bank of Romania”,
which is highly regarded at both national and European levels, recording a substantial
qualitative increase after nearly five years since it was first organised. The European
Central Bank considers this project to be a model of proactive communication,
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which could be pursued by other central banks. About 4,000 guests took part in the
15 cultural events (as compared with 24 events in 2013) that were held not only in
Bucharest, but also in Cluj, Sâmbăta de Sus, Brașov, Sinaia and Constanţa. The events,
which were connected to certain seminars or scientific and educational conferences,
enjoyed positive coverage, thereby contributing significantly to the turning to
account of some emblematic areas of the Romanian culture.
Mention should be made that, as compared with 2013, the project entitled “Cultural
Days of the National Bank of Romania” boasted two novelties: theatrical plays
performed by children in the educational project implemented by the Viennese
Children’s Theatre – “Children Play Theatre” and film projections – “Closer to the
Moon”, a feature film directed by Nae Caranfil, and ”Colţuri de București” (“Corners of
Bucharest”), a documentary directed by Vlad Trandafir. The same as in the previous
years, the project comprised various cultural events – roundtables, conferences,
recitals, concerts, shows and contemporary art exhibitions – which brought together
young artists and resounding names of the Romanian culture.
As regards online communication, the two components used by the central bank in
2014, the NBR’s website and the accounts on social media platforms (Twitter, YouTube,
LinkedIn), were indicative of the central bank’s openness and responsibility. The focus
was on increasing the speed of information dissemination and improving accessibility.
The NBR’s website continued to be the main channel of external communication,
presenting the public with the activities and decisions adopted by the central bank.
Attention was further attached to improving website parameters, so as to meet user
requirements and be in line with the good practices in the field.
The website currently has over 1,300 pages, ensuring a steady information flow
about the primary objective and main tasks of the central bank, its management and
organisation, historical and patrimonial elements, educational projects, legal acts,
presentations and interviews of the NBR Board members, publications and statistics
prepared by NBR departments.
The website content has been continuously updated with the statistical indicators
in the interactive database and by developing sections such as Financial stability or
Supervision. Starting September 2014, the standardised methodological approach
for compiling the statistics on the balance of payments and international investment
position in compliance with the sixth edition of the IMF’s Balance of Payments and
International Investment Position Manual (BPM6) was implemented, having as a result
the expansion of the database by over 500 indicators. Subsequently, new sets of
statistical data covering national financial accounts were added.
The website traffic statistics show a total number of views similar to that recorded
in 2013, with a slight increase in the number of unique visitors. As regards website
sections, the number of views of press releases rose by over 170 percent. Similarly, the
number of views of other sections such as Statistics, Payment Systems, Publications,
Financial Info also increased significantly. In addition, the number of permanent
subscribers to news and statistics grew by 15 percent to reach nearly 2,300.
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The quantitative assessment of the social media tools used by the NBR reveals the
increased interest in the information disseminated through them, as well as the
longer time spent by visitors on the dedicated pages.
Around 1,200 tweets were sent to the general public via the NBR’s bnr_ro Twitter
account, a novelty being the introduction of messages accompanied by video files
(press conference recordings) or photographs (numismatic issues, charts on the NBR’s
inflation forecast). The number of subscribers to the NBR’s Twitter account rose by
nearly 50 percent from a year earlier, reaching 1,200.

http://www.bnr.ro/
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In 2014, the NBR uploaded 31 new videos to its YouTube account, which had as
a result the increase in the number of views by 70 percent and in the time spent
viewing them by 30 percent. The most viewed videos were further the press
conferences on the NBR Board’s decisions and those on financial education.
As of March 2014, the NBR started using a new social media tool by opening a
LinkedIn account, where it currently posts job offers and topics related to human
resources. At year-end, the NBR’s LinkedIn account had 1,168 subscribers, while at
end-March 2015 the number of subscribers exceeded 1,500. Most subscribers are
working in the IT and telecommunications and financial and banking fields
(39 percent and 33 percent respectively).

NBR publications
The NBR further pursued its publishing policy, which is aimed at diversifying the
formats available online (pdf and epub) and, in 2014, the list of publications for which
versions dedicated to electronic devices were created was extended to include the
Financial Stability Report and the Occasional papers (Romanian and English versions).
In 2014, the first issue of Central Bank Journal of Law and Finance, comprising
13 scientific articles on financial and legal matters, was published in English under
the coordination of the National Bank of Romania.

Public information activity
As regards public information, communication activity is subject to: (i) the principle of
ensuring free access of persons to information of public interest relating to or arising
from the central bank's activity, in compliance with the appropriate legal framework,
i.e. Law No. 544/2001 on free access to public interest information, as subsequently
amended and supplemented and (ii) securing the institutional framework necessary
to ensure the citizens' exercise of their constitutional right to file petitions in their
own name, a right also recognised for the legally established organisations that
may submit petitions on behalf of the bodies they represent, in compliance with
Government Ordinance No. 27/2002 on the regulation of petition settlement activity,
as amended and supplemented by Law No. 233/2002. In this context, the NBR has
made available to the general public specific instruments to receive and handle the
written correspondence addressed to the NBR and the provision, where appropriate,
of information requested verbally at the Information-Documentation Point, as well as
the handling of telephone requests.
The synthetic assessment of direct public information activity in 2014 highlights a
number of 3,161 written requests received by post, fax and electronic mail, registered
and settled also with the participation of the NBR’s territorial network. 78 requests
were grounded on Law No. 544/2001 and were solved in compliance with the
provisions of this piece of legislation. Moreover, around 1,791 verbal requests by
telephone or direct requests made by visitors at the Information-Documentation
Point were registered and solved. The report on the access to public interest
information and the handling of petitions in 2014, published on the NBR website
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in the dedicated section, gives an in-depth description of this activity, indicating,
consistent with the structure required by the applicable legal framework, the volume,
complexity and the handling of petitions, within the legal deadlines.
Among the topics of interest to the general public, expressed via petitions and
requests for access to information of public interest addressed to the NBR in 2014,
the most frequent are relating to: (i) the activity and services provided by institutions
under the scope of regulation, authorisation and prudential supervision or statistical
monitoring of the central bank, namely credit institutions, NBFIs and payment
institutions; (ii) the evolution of the domestic currency exchange rate relative to
other currencies quoted or unquoted by the central bank; (iii) interpretations of the
legal framework issued and administered by the NBR; (iv) information on payment
instruments, including the circulation of virtual currencies; (v) the publications of NBR;
(vi) information on the statistical reports notifiable to the central bank; (vii) requests
for the exchange of worn-out/defaced banknotes or of banknotes which are no
longer legal tender; (viii) information on the numismatic issues launched by the NBR.
The solving of petitions was carried out locally through the NBR’s territorial network,
given the role of these interface structures in communicating with the general public
locally or regionally, by simplifying and streamlining the processing and handling
of requests received. Thus, out of 857 petitions registered with the NBR’s territorial
network, 773 were directly addressed, the remaining 84 being referred to the NBR
head office to be solved.

2. Financial education
As regards external communication activity, the NBR took a strategic approach to
supporting the public’s economic and financial education and the projects meant
to contribute to the wider dissemination of information on the institution’s role,
tasks and main functions, the key economic principles and the stimulation of
entrepreneurship especially among the youth.
Similar to other central banks’ practices, the NBR has proactively developed a
number of educational projects, which contributed significantly to the efficient
multiplication of relevant messages through a direct approach to the target audience.
The main projects currently implemented by the BNR are: ”Să vorbim despre bani
și bănci” (”Let's Talk about Money and Banks”), ”BNR – Zilele porţilor deschise pentru
studenţii economiști” (”NBR – Open Doors for Economics Students”), ”Academica
BNR and Strategica”. 2014 was a year of expansion and consolidation of current
projects through more active involvement of the NBR’s territorial network and more
pronounced migration towards schools in the rural area. Such information directly
reached about 29,000 participants (students, graduates, master’s students, teachers
and representatives of the financial and banking sector) compared with 6,200 in the
previous year.
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Moreover, concerning the project aimed at including in the primary school curriculum
one optional class dedicated to "Financial education" on a weekly basis, the
enrolment numbers rose to 13,176 (12,502 students and 674 teachers) in 32 counties
and Bucharest, in the first year of implementation, i.e. the 2013-2014 school year,
to over 46,600 persons (44,600 students and more than 2,000 teachers) all over the
country and Bucharest, in the 2014-2015 school year, i.e. about 11 percent of the
3rd and/or 4th graders enrolled in the entire country in the 2014-2015 school year.
The NBR’s involvement in this project focuses not only on financially supporting the
optional classes recommended by the Ministry of Education to be included in the
curriculum, but also on the organisation of special activities, open classes on financial
and banking issues at various schools in Bucharest and countrywide, or facilitating
visits at the NBR head office in Bucharest and the institution’s branches countrywide
or at the head offices of some credit institutions, also at the NBR Museum and Library
or at the NBR Printing Works and the State Mint. In the course of the two school years,
the NBR managed to monitor the project by paying visits to students and teachers in
22 counties, and by setting up a financial education contest called ”Olimpiada micilor
bancheri” (”Small Bankers Olympics”) in order to assess students’ knowledge on
related topics.
The NBR’s efforts intended to support financial education in co-operation with the
Ministry of Education were rewarded by well-deserved international recognition that
translated into the designation of Romania as the winner of the trophy ”Global Money
Week Award” for Europe granted by Child&Youth
Finance International (CYFI) and handed out to
the representatives of the NBR and the Ministry
of Education in May 2014, at the United Nations
headquarters in New York.
More than 6,100 graders and students in 19 counties
and Bucharest took part in the activities organised
during 10-17 March 2014 under the “Global Money
Week”, an international project that includes a series
of events taking place starting with 2012 in more than
80 countries. At the international conference ”Educaţia
Financiară: investiţie în viitorul societăţii” (”Financial
education: investment in the future of society”), held in
co-operation with CYFI and Junior Achievement Romania, the importance of financial
education and the need to integrate activities and projects both at national and
European levels were emphasised.
During 26 March – 11 April 2014, the central bank conducted educational activities
in co-operation with the County School Inspectorates under the project ”Să știi mai
multe, să fii mai bun” (”Learn More, Improve Yourself”) implemented by the Ministry
of Education, which was addressed to over 7,000 students in 174 schools and high
schools in urban and rural areas (compared with only 34 in 2013).
The project entitled ”Să vorbim despre bani și bănci” (”Let's Talk about Money and
Banks”) and addressed to students continued to expand throughout the year,
especially across the country, the central bank’s messages reaching directly about
26,000 participants (compared with 2,200 in the previous year).
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As regards the higher education segment, in 2014, new activities were included in
the project ”BNR – Zilele porţilor deschise pentru studenţii economiști” (”NBR – Open
Doors for Economics Students”. Thus, on the occasion of the International Summer
School organised by the Bucharest University of Economic Studies – “Bucharest
Summer University 2014”, the NBR head office hosted, for one day, the presentations
and the interactive seminars dedicated to central bank’s activity. In 2014, more than
1,650 students and professors from 16 universities took part in the activities organised
under the project entitled ”BNR – Zilele porţilor deschise pentru studenţii economiști”
(”NBR – Open Doors for Economics Students”).
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In addition, in June 2014, the second edition of the Strategica international academic
conference was organised in partnership with the National School of Political Science
and Public Administration. Participants from 15 countries presented over 100 research
papers on the latest social and economic changes with a direct impact on the labour
force, especially the youth, and on the social and economic development of Romania
and Europe.
The ”Academica BNR” project contributed to the further strengthening of the
institutional communication between the central bank and the representative
institutions in the education field – the Ministry of Education, the Romanian Academy,
the National Council of Chancellors, partner universities, while also achieving a
qualitative leap in the process of increasing transparency, the level of knowledge and
understanding of the central bank’s activity.
The debates organised under this project focused on topical financial and banking
issues, the new financial stability architecture in Europe, the central bank’s activity,
thereby supporting the improved teaching performance and academic management.
The NBR’s officials held public conferences attended by over 1,400 students, professors
and representatives of the business environment, and which enjoyed favourable media
coverage.

The “NBR Library” collection
On 17 July 2014, the paper “The History of the National Bank of Romania (1880-1924)”
by Victor Slăvescu, which opened the new series of the “NBR Library” collection, was
launched.
In October 2014, the second volume in the series “A Course in Political Economy”
by Virgil N. Madgearu was published. The book is a reprint of the volume published
posthumously in 1944, which put together part of the course materials that the
renowned economist had prepared and presented to his students during his 25-year
long teaching career at the Academy of High Commercial and Industrial Studies in
Bucharest. A debate on this paper and the contribution of professor Madgearu to the
evolution of economic thinking in Romania was held on 2 April 2015 at the NBR head
office.

NBR Archives, Museum and Library
In 2014, the NBR Archives continued its activity aimed at turning to account,
preserving and processing the documents of the institution. The turning to account
of the documents was done via the reading parlour and by presenting the research
findings at scientific events on economic history, financial and banking issues,
organised within the institution, as well as at national and international levels.
Thus, the NBR organised the 22nd edition of “Cristian Popişteanu Banking History and
Civilisation Symposium” dedicated to Cristian Popişteanu’s activity as a journalist and
historian and entitled ”Cristian Popişteanu – ziarist şi istoric” (”Cristian Popişteanu –
His life as a journalist and historian”). On this occasion, an exhibition with the same title
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opened its doors to the public. Furthermore, during several meetings of the Banking
History Club in the NBR, documents and images from the NBR Archives on Romania’s
Treasure in Moscow, the currency reform of 1952, the NBR’s sponsorship of the arts and
the establishment of Accademia di Romania were presented.
However, further efforts were dedicated to organising the Museum of the NBR
Treasure in Tismana, the monastery where the Treasure was concealed during World
War II. The project for the establishment of a museum in this location was accepted
and the construction works are expected to start in the coming period.
At the same time, the NBR representatives participated in the events prepared by the
South-Eastern European Monetary History Network (SEEMHN) in co-operation with
the University of National and World Economy in Sofia with a view to establishing the
main guidelines for the dissemination of the paper titled “South Eastern European
Monetary and Macroeconomic Statistics from the Nineteenth Century to World War II”,
the result of the co-operation between the central banks of Romania, Austria, Albania,
Bulgaria, Greece, Serbia and Turkey. After the paper was published in December
2014, its electronic version was posted on the websites of peer central banks, the
NBR included, thus becoming available to professionals and the general public and
contributing to the better worldwide understanding of Romania’s history. The NBR
was in charge of distributing the printed book to higher education institutions,
libraries and banking history experts in Romania.
In addition, based on the documents in the NBR Archives, papers on the history
of the central bank were prepared and presented at scientific events organised by
universities and research institutes in the country and abroad (Association for Banking
and Financial History – EABH, the University of Oradea, the Romanian Association for
Banking History, the National Institute for the Study of Totalitarianism).
In the context of commemorating 75 years since the outbreak of World War II, when
Romania and the NBR helped the Bank of Poland preserve its metallic reserve and
the representatives of the Polish institutions, as well as a large number of inhabitants
took refuge in Romania, a number of scientific events were organised: the symposium
entitled “75 Years since the Great Polish Refuge”, held together with Romanian Cultural
Institute in Warsaw at the Institute of National Remembrance in the Polish capital
city; the exhibition focusing on the “Polish Gold at the National Bank of Romania”
organised at the Cracow University of Economics and relocated at the Krakow
Voivodeship Public Library. The events were recorded in a special issue of Magazin
istoric magazine.
The actions aimed at turning to account the documents in the NBR Archives
materialised in other projects, such as: (i) the publication of papers on banking history
in specialised magazines (Magazin istoric, Arhivele totalitarismului – The Archives
of Totalitarianism, Romanian Review of Financial and Banking History), in collective
volumes or on the websites of scientific institutions where they were presented:
“The War Before the War” – the National Bank of Romania and the Economic War
during Romania's Neutrality Years (1914- 1916), ”Cât a costat participarea României
la „marele război”? Banca Naţională a României și relaţia sa cu statul român în anii
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Primului Război Mondial” – ”How much was Romania’s participation in the “Great
War”? The National Bank of Romania and its relationship with the Romanian State
during World War I”; ”Sucursalele și agenţiile Băncii Naţionale a României de-a lungul
unui secol. Metamorfozele unei instituţii centrale (1881-1989)” – The NBR branches and
agencies over one century. The metamorphosis of a central institution (1881-1989),
”Operaţiunea «Neptun» și Muzeul Tezaurului BNR de la Mănăstirea Tismana” –
”The «Neptun» operation and the Museum of the NBR Treasure in Tismana”;
(ii) provision of informational support for preparing the texts of the brochures
accompanying the NBR’s numismatic issues.
At the same time, the dissemination of the major landmarks in the central bank’s
history and raising of awareness on the importance of document preservation
and of the manner of organising the storage space of the General Archives were
topical issues during the visits of students in Archival science and of the NBR staff
participating in in-house seminars.
The reading parlour of the NBR Archives played a key role in turning to account
the central bank’s archives. All those interested (researchers, students, doctoral
candidates, etc.) are given the opportunity to study documents of historical value
kept in the NBR Archives. In 2014, expert assistance was provided to Romanian and
foreign researchers who had requested access to the reading parlour of the NBR
Archives in order to prepare research papers on the Romanian banking personalities
in the 19th and 20th centuries, the banking architecture in the 20th century, the
relations of the NBR with commercial banks and Romania’s international relations
during the inter-war period.
At the same time, the archive conservation and processing consisted in:
▪

further conducting the programme for electronic and analog filing of the documents
in the historical archives of the NBR via: (i) the optimisation of the application allowing
access to the digitised historical archive; (ii) the start of digital and analog processing
of documents in ”Serviciul de aur” stock; (iii) the continuation of the inventorying
and scanning of the stock ”Organizare, muncă, salarii” (1967-1970). At present, the
NBR holds over 2,350,000 document pages in digital and analog formats that can be
viewed via an IT application in the reading parlour of the NBR Archives;

▪

further thematic classification of the documents in the NBR Archives;

▪

expert advisory input to the NBR departments on archive-related issues, the taking
over and archiving of documents created and received by these entities in the
previous years, selecting the documents whose conservation period had run out;

▪

drawing up the nomenclature of the documents created and received at the NBR
head office.
As regards the NBR Museum’s activity, in 2014, more than 5,100 visitors had the
opportunity to learn about the milestones in the history of the country's main
financial institution and the Romanian currency. Similar to the previous years,
particular attention was attached to the educational projects targeting mainly
students and graduates. Thus, during 6-11 April 2014, for the fourth year in a row,
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the NBR Museum joined the national educational programme titled ”Școala altfel”
(“A Different Type of Learning”), an event attended by roughly 1,200 students
and teachers. The cultural offer for young people was complemented by the NBR
Museum’s participation in the educational projects ”Să vorbim despre bani și bănci”
(”Let's Talk about Money and Banks”) and ”BNR – Zilele porţilor deschise pentru studenţii
economiști” (”NBR – Open Doors for Economics Students”).
During 2014, the NBR Museum hosted 40 events (conferences, symposiums, round
tables, workshops, etc.) attended by representatives of the financial, business,
academic and cultural areas.
In 2014, the NBR Museum’s efforts to diversify its cultural offer for a wider audience
and to raise young public interest materialised in the participation in the organisation
of two exhibitions: one entitled ”ZooMonetar – Fauna lumii pe bancnote și monede”
(”World Fauna on Notes and Coins”) and the other dedicated to the commemoration
of 100 years since the outbreak of World War I and hosted by the “Valer Literat”
Museum in Făgăraș.
Therefore, 13 June through 31 October 2014, the Multimedia Room of “Grigore
Antipa” National Museum of Natural History hosted the interdisciplinary exhibition
”ZooMonetar – Fauna lumii pe bancnote și monede” (”World Fauna on Notes and
Coins”), organised by the NBR Museum at the initiative of “Grigore Antipa” National
Museum of Natural History, which can be regarded as an invitation to acquiring
knowledge and travelling, combining education with entertainment. Under the
project, two conferences intended to increase the general public awareness were
held: ”Cum se fac banii?” (”How is money made?”) and ”Povestea leului românesc”
(”The Story of the Romanian leu”) and a catalogue of the exhibition was issued.
Due to its success, the exhibition was also presented at “the Gavrilă Simion”
Eco-Museum Research Institute in Tulcea between 14 November 2014 and 4 March
2015. The exhibition was visited by about 22,000 persons (16,800 visitors at
“the Grigore Antipa” National Museum of Natural History and 5,200 visitors at
“the Gavrilă Simion” Eco-Museum Research Institute in Tulcea.
The NBR Museum accepted the invitation of “the Valer Literat” Museum in Făgăraș
to be its partner in organising an exhibition commemorating 100 years since the
outbreak of World War I. The exhibition was opened on 4 September 2014 in the
museum hosted by Făgăraș Fortress, where the NBR Museum showcased a selection
of banknotes, medals, coins, stock certificates, postcards, models and moulds, which
highlighted the role of the central bank in supporting the economy and the national
currency in the respective period.
In 2014, the NBR took over the Philatelic Collection of Romania, in compliance with
Law No. 298/2013 on setting measures for protecting the heritage of the National
Philatelic Museum. Thus, the necessary conditions for storage and conservation were
created and measures were taken for initiating stocktaking.
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From a scientific perspective, in 2014, the representatives of the NBR Museum attended
national symposiums and conferences on historical topics: the Annual scientific
session organised by “the Valer Literat” Museum in Făgăraș on 4-5 September 2014;
the 7th edition of the international symposium ”Stat și societate în Europa” (”State and
Society in Europe”) held in Craiova on 30-31 October 2014. Moreover, research papers
and dedicated articles were published, among which ”Contribuţia Băncii Naţionale a
României la construirea clădirii Accademia di Romania de la Roma” (”The NBR’s contribution
to the establishment of Accademia di Romania in Rome”) is worth mentioning.
In 2014, the NBR Library continued the activity specific to a dedicated library, its
actions focusing mainly on providing access to information and documentation for
the NBR staff. The upgrade of the IT library management system in 2013 enabled
complex bibliographic descriptions and facilitated access to the NBR Library
resources. Concurrently, the analytical descriptions of collective volumes created the
conditions for comprehensive development of the topics presented in the online
catalogue, with a positive impact on information facilities. At end-2014, work on
entering older periodicals in the online catalogue (88 titles and 3,765 bibliographic
entries) was completed. Also, 2,951 bibliographic descriptions (monographs,
dictionaries, CDs, photographs, documents, etc.) were entered in the online
catalogue, so that, at the end of the year, it contained 21,695 descriptions. The new
acquisitions made during 2014 were listed in the bibliographic bulletins published on
the NBR’s intranet website.
In the context of the NBR’s efforts to educate and inform the general public,
the NBR Library's online catalogue was uploaded on the central bank’s website,
becoming available as of 1 January 2014. Following the expansion of the NBR’s
Library collections and the improved information methods, the number of borrowed
books increased by 29 percent compared with 2013. Moreover, a total number of
6,010 queries were made in the online catalogue on the NBR’s intranet website.
Furthermore, the NBR Library was visited by external readers (teachers, students,
researchers) who requested access to the reading parlour to prepare papers on the
Romanian and European banking systems, euro area, taxation, history of economics,
national numismatics, bank accounting, financial markets, etc.
Another step meant to improve the activity of the NBR Library consisted in launching
the general inventory of the book stock, along with assigning barcode labels to all
books and documents in the library stock.
The book stock was enriched with new Romanian and foreign dedicated works
in the economic, financial, banking and legal areas, as well as other related fields.
Purchases of Romanian books focused, as far as possible, on the latest works in
the above-mentioned areas. As regards foreign publications, the acquisition of the
most recent papers published by English-language university-owned publishing
houses (i.e. Oxford, Cambridge, MIT) or by leading specialised information publishers
(i.e. Springer, Palgrave Macmillan, Routledge) carried on. Purchases of older books
continued as well, based on the research needs of the NBR staff. As for the purchase
of electronic resources, online subscriptions to The Economist, Times and Le Monde
were renewed and a new subscription to Financial Times was made.
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The NBR Library was further engaged in external communication activities during the
guided tours organised under the financial education projects, in-house seminars and
the current visits to the NBR Museum, through presentations on its role and activities
made by the Library experts.
The scientific research and documentation were aimed mainly at finalising the second
volume of ”Palatele Băncii Naţionale a României” (“The NBR Palaces”) series, dedicated
to the history of the NBR Palace in 8, Doamnei Street. Thus, based on the information
provided by the documents in the National Archives of Romania as well as in the
NBR Archives, the NBR Library experts completed the text drafting, which is due to
be published in 2015. At the same time, the NBR Library experts also prepared the
study entitled ”Victor Slăvescu și sistemul bancar românesc”, (“Victor Slăvescu and the
Romanian banking system”) published in Economistul magazine in October 2014.
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Chapter 12
Statistics and economic research
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1. Statistical activity
The National Bank of Romania produces and disseminates a wide range of financial
and monetary indicators which, together with real economy statistics, underlie the
central bank’s monetary policy decisions, financial stability assessments and research
activity. Moreover, the set of statistical information released by the NBR proved useful
in time to many users, including research and educational establishments, public
authorities, financial markets, and the public at large.
In 2014, the National Bank of Romania continued to produce monetary, financial and
external sector statistics that were expanded consistent with the new international
methodological standards in the realm of statistics and the ECB and Eurostat
requirements.
Adding to the array of statistics prepared by the National Bank of Romania were those
on securities holdings. Thus, the central bank collects statistical data on securities
holdings and produces the statistics needed for compiling the balance of payments
and Romania’s international investment position in BPM6-compliant format and for
the monthly updating of the ECB’s Securities Holdings Statistics Database (SHSDB).
The implementation of the new international methodological standards in the realm
of statistics was coordinated at EU level, being one of the key activities statisticians
carried out in 2014.
Balance of payments statistics came to include, in coordination with the other
EU Member States and concurrently with the introduction of ESA 2010, the
methodological changes set forth in the Balance of Payments and International
Investment Position Manual – sixth edition (BPM6). With a view to ensuring continuity,
monthly and quarterly historical data starting with 2005 as a reference year were
converted to the new format, uploaded to the interactive database on the NBR
website and sent to the European institutions (ECB, Eurostat). The new format of the
balance of payments was introduced into the NBR publications during 2014 and was
accompanied by comprehensive methodological notes.
Monetary and financial statistics are prepared in compliance with the EU-wide
European System of National and Regional Accounts (ESA 2010), the methodology
of which is described in Regulation (EU) No 549/2013 of the European Parliament
and of the Council. ESA 2010 is internationally compatible with the methodology
recommended by the 2008 SNA and BPM6.
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ESA 2010 introduces new changes in terms of scope and concepts, reflecting the
economic developments of the past two decades amid the ever-stronger impact of
information technology on production processes, the increase in the role of assets
that do not derive from a production process, intellectual property rights (computer
software, entertainment, literary or artistic originals), services, all this against the
backdrop of globalisation.
The implementation of ESA 2010 for national and financial accounts was coordinated
at EU level and led to the conversion of the entire series of annual accounts data
(starting 1998) and quarterly accounts data (starting 2007).
In order to reflect the new internationally compatible framework and ensure its
applicability to all statistics, NBR Regulation No. 31/2011 on reporting statistical data
and information to the National Bank of Romania was replaced by NBR Regulation
No. 4/2014 on reporting statistical data and information to the National Bank
of Romania, which came into effect on 1 January 2015. Most of the newly-introduced
requirements relate to the implementation of ESA 2010, the BPM6, as well as to the
fulfilment of some domestic users’ requests for data needed in making monetary
policy and financial stability analyses.
Further development of central bank statistics takes into account the NBR’s mediumand long-term vision on statistics, namely the development of granular databases
on asset items in financial institutions’ balance sheets. In this vein, several relevant
projects in the context of the Single Supervisory Mechanism have been launched,
such as: RIAD (Register of Institutions and Affiliates Database), AnaCredit (a granular
database to collect credit and credit risk information) and SHSDB (a granular database
to collect ISIN-code data on securities holdings).

2. Economic research
Economic research activity within the National Bank of Romania focuses on
applied issues that play a major part in the substantiation of the decision-making
process. In 2014, high on the agenda were macroeconomic modelling, financial
stability, real economy and monetary analysis. From an organisational perspective,
the departments involved in economic research activities were Macroeconomic
Modelling and Forecasting Department, Economics Department, Monetary Policy
Department and Financial Stability Department.

2.1. Macroeconomic modelling
In 2014 too, research activity was largely aimed at improving the quarterly model for
analysis and medium-term forecasting of inflation (MAMTF). This was achieved by
specifying additional blocks of variables, while also recalibrating and/or
re-estimating those already in use. With a view to improving the MAMTF empirical
performance, a number of actions have been taken, such as reassessing the central
block’s components and parameters, re-specifying some equations that describe the
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dynamics of key variables (e.g. the uncovered interest rate parity), or improving the
specification of the labour market block. The recalibration focused on investigating
whether there is a match in terms of sign and size between empirical impulse
response functions (determined on the basis of estimated vector autoregressive
models) and theoretical functions (determined within the MAMTF) for various shocks
that could hit the Romanian economy. The equations subjected to recalibration
analysis belonged to both the central block and satellite blocks, comprising, inter alia,
GDP components and their deflators, as well as certain labour market indicators.
The adequacy of the new specifications was tested by using the old-established
techniques such as in-sample forecasts (covering the historical periods for which
data is available), sequential or simultaneous simulation of specific shocks and the
evaluation of the theoretical plausibility of the outcomes, as well as the degree of
consistency between model-simulated outcomes and empirical evidence. Moreover,
the typology of responses to various shocks in other emerging economies that
are similar to Romania’s in terms of economic structure was considered in both
recalibration and re-specifying processes. Also within the recalibration framework,
given the forward-looking nature of the quarterly analysis and forecasting model, an
overriding objective was to test the theoretical properties of the series of inflation
expectations associated with the NBR’s monthly survey conducted among bank
analysts. The analysis started from the above-mentioned series and was augmented
by evidence from the EC survey on consumers’ inflation expectations, as well as
forecasts by other institutions, the enhanced quantitative evaluation thus providing
useful suggestions for improving the MAMTF forecasting capability.
The process of investigating the MAMTF-related mechanisms was developed in a
study of observable variables decomposition by shock in the context of estimating
their dynamics via the Kalman filter. This analysis enabled the evaluation of the impact
of certain demand- and supply-side shocks on the dynamics of key variables such as
the annual (CPI and adjusted CORE2) inflation rate, policy rate, real effective exchange
rate changes, and economic growth. Once the analysis has been completed, a major
role in explaining macroeconomic variables dynamics were found to have: the
monetary policy impulse, supply-side shocks (such as VAT rate changes), and one-off
shifts in domestic demand.
Another project that progressed during 2014 sought to develop the methodology
for assessing the forecasting performance of the Romanian central bank, especially in
relation to the predictive power of the MAMTF. The assessment is useful for identifying
in an analytical manner the key determinants of the discrepancy between projected
and actual rates of the annual inflation. Identifying the origin of projection errors
provides suggestions for subsequent recalibration with a view to optimising the
macroeconomic model. The methodology to evaluate projection errors in successive
quarterly rounds was expanded in order to test forecast accuracy also for other
influential variables within the central block of the quarterly MAMTF.
All through 2014, work on the project to develop and estimate the Dynamic Stochastic
General Equilibrium model – DSGE – for the Romanian economy continued. Its
current theoretical structure is founded on a general new Keynesian model for a small
open economy by incorporating several specific mechanisms such as monopolistic
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competition, price rigidities, investment adjustment costs, variable capital utilisation
rate, habit formation, etc. Furthermore, the model includes financial frictions as a result
of information asymmetry between entrepreneurs and banks, whereas the labour
market experiences search and matching frictions. In addition, the external sector is
modelled upon the currency composition of Romania’s trade in goods and services,
whilst entrepreneurs are split by the currency they finance their capital acquisitions in,
i.e. those who take leu-denominated loans and forex loans respectively.
In order to estimate the model, specific Bayesian techniques were employed,
including endogenous priors, which allow for theoretical moments consistent
with those of observable data. Model evaluation implied analysing a large set
of procedures: a posteriori structural parameters’ distribution, impulse response
functions, variance decomposition, estimated processes of structural shocks, historical
decomposition of endogenous variables, predictive power within the sample, as well
as the simulation of several scenarios.
The current outcomes concerning the nature and sources of fluctuations in the
business cycle hint at the relevance of the financial sector and the degree of euroisation
of an economy, captured by the relative weights of the two above-mentioned types
of entrepreneurs. Demand-side shocks are deemed to be relevant to GDP and private
consumption dynamics, whereas structural shocks originating in the financial market
(including those related to the sovereign risk premium) explain the fluctuations in
investment, interest rate and exchange rate spreads. Being a small open economy
renders foreign trade shocks particularly important.
In the course of 2014, a review of the set of variables in the Dynamic Factor
Model (DFM) underlying near-term projections for the GDP and its components
was conducted. The review showed stronger relevance of balance of payments
variables and led to reconsidering the inclusion of certain indicators (such as CPI
sub-components) which were deemed to be weakly correlated with variables of
interest. Hence, in the case of GDP components, the near-term projection process was
streamlined by resorting to a smaller number of generalised dynamic factors.
In 2014, the NBR continued to participate with its own forecasts in the half-yearly
coordination exercises for monetary policy within the European Union. The ECB’s
Working Group on Forecasting renewed its requests to the NBR to conduct
MAMTF-based simulations with a view to devising a set of elasticities that would
be employed in stress-testing the stability of financial institutions across the
European Union. Adding to the updating of previous years’ simulations, relevant
macroeconomic scenarios were developed in terms of the geopolitical tensions
in Russia and Ukraine and the situation in Greece. These scenarios are expected to
provide a quantitative assessment of the Romanian economy’s exposure should the
risks triggered by geopolitical volatility materialise. Moreover, the methodology for
incorporating into the MAMTF the risk scenarios was expanded through investigating
and augmenting the mechanisms of the pass-through of external shocks onto the
domestic macroeconomic environment by adding a number of expert judgements
concerning econometric estimates, external assessments (made by the European
Banking Authority) or theoretical validations. Cooperation is set to continue over the
years ahead.
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2.2. Economic papers and analyses
In view of the fact that the analysis of real sector-financial sector interaction grew
increasingly relevant amid the global financial crisis that broke out in 2008, one
of the research topics in 2014 was to construct a Financial Conditions Index (FCI).
This indicator features the capability of comprehensively summarising the state of
financial conditions across the Romanian economy, also from a historical perspective,
and of facilitating the identification of factors that shaped its (restrictive or relaxed)
nature. The indicator was built by resorting to three methods, namely the weighted
average, having as a starting point the impulse response functions extracted from an
autoregressive vector estimated for the respective financial indicators and the GDP,
the principal component analysis, i.e. the Dynamic Factor Model, applied to a wide
range of domestic and foreign financial variables. The results show that, regardless
of the model employed, the FCI takes a broader perspective on the relationship
between financial variables and the real sector, adding to the information provided by
the Monetary Conditions Index. Moreover, the FCI proved its capability to signal the
short-term outlook for the economic activity and can thus be employed in forecasting.
The paper was presented at the 7th Monetary Policy Colloquium hosted by Romania’s
central bank and is to be published in the Occasional Papers series.
The analysis on the monetary transmission mechanism functioning was given
particular attention. Some of the results of an in-depth research on this topic were
discussed in the paper titled “Interest Rate on Local Currency Loans: A Comparative
Approach” that was presented at the “Changes in the Romanian Economy”
Symposium hosted by the NBR in April. The follow-up was an econometric assessment
on the features of the pass-through of the monetary policy rate to lending and term
deposit rates on non-financial corporations’ and households’ new business, as well as
on the recent years’ developments in these features in Romania compared to other
economies across the region (the Czech Republic, Poland and Hungary). The outcome
highlighted that the features of interest-rate pass-through in Romania are more
or less similar to those identified in the aforesaid economies. Over the long term,
monetary policy rate changes fully pass through to lending and deposit rates as far
as both categories of customers are concerned. In the case of corporate loans, the
pass-through is relatively slower over the one- to three-month horizon than in Poland
and Hungary, but this lag is no longer manifest over the three- to six-month horizon.
The short-term response tended to augment over the period 2010-2014, whereas the
long-term pass-through was relatively more stable around one. Conversely, the
short-term pass-through to lending rates for households is much faster in Romania
(one- to six-month horizon). Furthermore, the short-term pass-through proved stable
and stronger than in the other economies 2009 through 2014.
The project was launched in 2013 and focused on reassessing the pass-through of
exchange rate changes to price indices (CPI, adjusted CORE2 index, imports deflator
and the IPPI). It was continued in 2014 by updating the results derived from several
econometric specifications: regressions with time-varying coefficients, cointegration
models with asymmetric error correction, recursive and two-regime switching VARs.
A summary of the conclusions included in the research was presented to the general
public on 19 November 2014, at the 7th Monetary Policy Colloquia hosted by
the NBR.
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Since the price setting and changing behaviour of firms is relevant for the functioning
and efficacy of the monetary transmission mechanism, a research project was
dedicated to domestic price setting and firms’ response to various shocks on the
economy. To this end, the authors drew on the findings of a survey conducted
among non-financial corporations September through November 2013. The findings
highlighted that Romanian companies operate in a highly competitive and specialised
domestic market, defined by long-term customer relationships. Across the economy, a
time-dependent pricing policy prevails, the actual price adjustments occurring solely
in the event of significant economic environment changes. The survey also pointed out
that prices rather respond to supply-side shocks, an increase in costs of raw materials
being fairly quickly transferred to prices. On the other hand, companies tend to
respond differently to a negative demand shock at sectoral level: only the companies
in agriculture, trade and services opt for adjusting their prices, while enterprises in
manufacturing would rather scale down output, but no clear-cut strategy could be
identified in mining and construction sectors. The survey also includes a sub-section
devoted to wage policy at firms’ level, with respondents citing not only nominal
wage rigidity, but also a relatively limited recourse to automatic wage inflation-based
indexation. It was published as Occasional Paper No. 10.
The study of determinants behind developments in the labour market carried on in
2014 with a survey on wage setting behaviour of non-financial corporations.
The survey is part of a broader framework for assessing EU labour market shifts in the
aftermath of the economic crisis, being conducted in several EU Member States under
the coordination of Wage Dynamics Network, which brings together representatives
from the ECB and the national central banks. Based on the survey outcome, work
began on a paper dealing with labour market behaviour trends, which was presented
to the general public at the eighth edition of the Monetary Policy Colloquia in
May 2015.
In the same vein, a paper on identifying the non-accelerating inflation rate of
unemployment (NAIRU) with a view to gauging labour market slack in Romania was
prepared. Given that NAIRU is an unobservable variable, it was estimated via a
state-space model using the Kalman filter. The ensuing Phillips curve shows a rise in
NAIRU after the global financial and economic crisis broke out, the inflation measure
and the model employed notwithstanding. In addition, the non-linear model allowing
for the Phillips curve to shift in time reveals a post-crisis weakening of the inflationunemployment relationship. Hence, caeteris paribus, given the already tested Phillips
curve, a lower coefficient (in absolute terms) for the unemployment gap entails a
higher coefficient for the deviation from the inflation target in the central bank’s
reaction function. Against this background, in order to achieve the desired inflation
rate, stronger monetary policy actions are needed than past experience would hint at.
The paper was presented to the general public at the seventh edition of the Monetary
Policy Colloquia in November 2014.
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2.3. Financial stability
In 2014, the main research topics approached in the field of financial stability were as
follows:
a) Study on designing, implementing and calibrating macroprudential instruments
such as loan-to-value (LTV) and debt service-to-income (DSTI) ratios. The research
work employs both an empirical approach and an econometric one in order to assess
how effective these measures were relative to households’ over-indebtedness with
banks and to the loan portfolio quality. The results pinpoint a relatively satisfactory
efficacy of both DSTI and LTV ratios as to: (i) slowing down excessive credit growth and
(ii) improving debtors’ and lenders’ capacity to cope with possible adverse financial
shocks. Romania's relatively extended experience with these tools led to the following
conclusions: (i) the approach based largely on banks’ self-regulation produces
suboptimal results, with lenders displaying a significantly pro-cyclical behaviour;
(ii) macroprudential measures should be monitored and, if necessary, adjusted
during the business cycle so as to contain jurisdictional arbitrage and/or prevent
new risks; and (iii) calibration of these instruments is desirable to be made according
to the debtor’s characteristics (e.g. disposable income) and the loan taken (in terms
of currency, destination). Moreover, it is worth noting that: (1) local and foreign
authorities should cooperate to make these measures more effective; (2) there is a
need for a change in perspective, i.e. from the lender to the borrower, when decisions
on DSTI and LTV ratios are taken; and (3) intermediate macroprudential policy
objectives must be more transparent so as to maximise the efficacy of the steps taken.
b) Analysis of deleveraging across the private sector (banking sector, households and
companies) in Romania. The research work sought answers to the following questions:
(i) how useful such a process is for the above-mentioned sectors? and (ii) what does
evidence suggest about the nature of this process: is it desirable or does it generate
new imbalances? Deleveraging is desirable whenever it becomes manifest in the case
of an unsustainable indebtedness level. Imbalances may emerge when the desirable
deleveraging fails to show an orderly unwinding or when it is not underpinned by
fundamentals, but by subjective or exceedingly pro-cyclical behaviours. The analysis
led to the following upshots: (i) non-financial corporations have the potential of
sustainable lending, while households report high indebtedness and (ii) the banking
sector in Romania is not overly indebted, as shown by the leverage ratio standing at
one of the lowest levels in the EU. Hence, the banking sector might shift its focus onto
funding businesses that are prone to growth, while also investing in upskilling staff
involved in such activities.
c) Management of vulnerabilities associated with the real-estate sector. The paper looks
at the major challenges to financial stability coming from the real-estate market in
Romania. It makes an analysis on the degree of concentration of real-estate loans, the
mortgage loan portfolio quality and foreign capital in Romania’s real-estate market.
The authors identified the following aspects: (i) local banks have a relatively strong
direct and indirect exposure to the assets reliant on real-estate market developments,
(ii) such loans failed to deliver the expected protection against credit risk and
(iii) the quality of foreign capital invested in the Romanian real-estate market may
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become better. The main macroprudential tools introduced with a view to ensuring
risk management (LTV and DSTI caps), as well as possible future actions consistent
with the EU’s new regulatory framework are explored.
d) Analysis of the connection between exports and productivity based on firm-level
data. The paper was prepared under the aegis of the ESCB’s Competitiveness Research
Network – CompNet. The analysis regarding productivity and exports focuses on
identifying the connection between the distribution of firm-level productivity
indicators and export performance. The study confirms the productivity differential
favouring exporters compared to non-exporting firms by employing a dataset for
15 EU Member States in the period 2000-2013. Furthermore, it reveals that the
productivity edge rises in line with firms’ experience on foreign markets, on the one
hand, and both the level and the growth rate of firm-level exports are boosted by
productivity, on the other hand. During the recent economic crisis, the advance in
exports of highly-productive companies propped up the current account adjustment
in a number of European countries.
e) Analysis of contagion among financial markets. The study aims to identify both
regional contagion episodes, defined as time intervals when the strong correlations
between the indices show significant persistence, and to quantify the contagion
fallout on local financial markets, such as the money market, the sovereign credit
market and the forex market. The methodology introduces an aggregate indicator
to quantify the spillovers on global equity markets, in keeping with an approach
by Diebold and Yilmaz (2012). The methodology envisaged by the two authors is
based on vector autoregressions (VAR), congruent with traditional approaches such
as Engle, Ito and Lin (1990), which derive the contagion effects in equity markets
from the variance decomposition. The second stage is to investigate how regional
contagion affects the financial markets in Romania. In order to fulfil this goal, vector
autoregressive models with sign restrictions (SVAR) were resorted to. With a view to
summarising the activity on the three financial markets, the following time series
were used: three-month ROBOR rate for the money market, five-year CDSs for the
sovereign credit market and the EUR/RON exchange rate for the forex market. To sum
up, the analysis shows that heightening contagion effects have a temporary nature on
financial markets in Romania.
f) The Composite Indicator of Systemic Risk – a tool to monitor stress conditions on
financial markets. The paper introduces a measure to quantify stress conditions on
financial markets, given that isolated vulnerabilities in certain sectors may affect the
system as a whole via spillover effects. It is therefore necessary to implement a tool both
flexible and robust for systematically monitoring financial market risks so as to ensure
early warning of crisis episodes that may have a detrimental impact on financial stability
and, hence, the real sector. This type of synthetic measure is the main instrument that
the European Systemic Risk Board (ESRB) uses to monitor the build-up of risks in the
European financial system. In the context of defining the methodology to implement
such an index for the financial system in Romania, an approach similar to that described
by Holló, Kremer and Lo Duca (2012) in ECB's Working Paper No. 1426 titled CISS –
A Composite Indicator of Systemic Stress in the Financial System was resorted to. Compared
with the existing methods, the main innovation of such an approach is the aggregation
of certain sub-indices specific to each financial market (money market, forex market,

190

NATIONAL BANK OF ROMANIA

12. Statistics and economic research

sovereign debt market, government securities market, and the stock market) by
looking at the time-varying correlations between them. The chief contribution of this
study resides in producing a time series for monitoring systemic risks in Romania, and
the results show how useful is an approach that takes into consideration the dynamic
correlations between financial market segments by highlighting the time intervals
when stress affects the system as a whole.

2.4. Scientific events organised by the NBR
The National Bank of Romania organised the Symposium titled “Changes in the
Romanian Economy” on 7 April 2014. The papers discussed at this event attended
by many representatives of the academia, banking and journalistic circles dealt
with the structural changes Romania has witnessed since 2000, as well as with the
developments in interest rates on leu-denominated loans.
November 2014 saw the NBR hosting the seventh edition of the Monetary Policy
Colloquia. The presentations prepared for this event featured monetary policy-relevant
topics such as the construction of a financial conditions index for the Romanian
economy, the pass-through of nominal exchange rate movements to the change in
various price indices, the inverse relationship between inflation and unemployment
in the post-crisis period.

2.5. Guidelines and objectives of the research activity in 2015
One of the lines of research under consideration in 2015 is to extend the
macroeconomic projections over a longer time interval than the policy-relevant
horizon, i.e. eight quarters. This endeavour was prompted by the need to develop the
studies relevant for attaining Romania’s medium-term goals (e.g. euro adoption) and
to ensure more effective communication with international institutions (the EC, the
IMF, the World Bank, etc.).
For a better understanding of financial shock pass-through mechanisms and of the
interlinkages between the financial sector and the economic sector, another research
topic in 2015 will be to assess the impact of lending on economic activity. Considering
the relatively high euroisation of the Romanian economy, closer attention will
be devoted to empirical evidence on the wealth and balance sheet effect and its
correlation with foreign currency lending in Romania. The study will rely on the use
of several econometric methods and specifications in order to test for how robust the
results are.
Among the economic research objectives are the modelling and identification of a
sustainable public debt level in terms of the government’s revenue and spending
policy by resorting to the IMF-developed methodological framework. This study is
aimed at assessing potential risks, whose materialisation would imply significant
adjustments to securing access to funding and ensuring debt service and could hurt
price stability and economic growth. The ensuing results of this economic research
and analysis process will also be used to improve the central bank’s expertise in
quantifying the effects of fiscal policy on its macroeconomic projections.
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Starting 2015, the DSGE model is envisaged to be used in enhancing the present
analytical framework for macroeconomic forecasts. Given that the structural
modelling lends more theoretical consistency and immunity to the Lucas critique1,
the ensuing assessments may provide additional evidence on the transmission
mechanism at macroeconomic level. Work will continue on developing the theoretical
structure of the model by including additional mechanisms concerning mainly the
assignment of an active role to fiscal policies via the removal of the Ricardian nature2
of the agents considered in the model.
Another project to be developed in 2015 is to construct a business conditions
index, in line with a methodology developed by the Fed. The study summarises the
information available in several financial and macroeconomic datasets into a synthetic
indicator with a view to providing high-frequency signals on business conditions.
Another line of research refers to the decomposition of unobservable components
such as output gap, potential GDP, resulting from the use of Kalman filter in assessing
economic conditions via the MAMTF into contributions from observable variables
such as real GDP, exchange rate, inflation rate. This methodology3 is aimed at
identifying the data series that are most influential in determining cyclical positions
of the key macroeconomic variables.
Also in 2015 central bank staff considers improving the analytical framework that
captures the flow of funds between local economic agents and their foreign financial
and trade partners. To this end, the empirical evidence on direct investment4 in the
Romanian economy is examined and the outcome is used as a point of reference in
formulating the assumptions relative to current account deficit financing. Meanwhile,
having shifted to the new international methodology underlying the balance of
payments, as described in the BPM6, along with implementing ESA 2010, the
post-crisis annual evolution of the saving-investment balance economy-wide and
by key institutional sector will be investigated.
Another goal of the research work is to improve the dynamic common factors
methodology used in the near-term forecasts of the GDP and its components by
employing Bayesian techniques for estimating the common factors. This methodology
is adequate for making small sample assessments based on both sample information
and expert judgements regarding the above-mentioned phenomenon.
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1

The Lucas critique refers to the fact that small-scale econometric models are not suitable for assessing economic policies:
a change in economic policies may entail a shift in agents’ behaviour and expectations, weighing on the relationships between
economic variables in terms of coefficients. Given the structural nature of the specification, the parameters in the DSGE models
are invariant to economic policy changes, rendering these models immune to the Lucas critique.

2

The Ricardian agents have the potential for an inter-temporal substitution of consumption via (dis)accumulation of assets.
Assuming rational expectations, fiscal policies have no impact on household behaviour whatsoever. For instance, a publiclyfunded fiscal easing will not fuel aggregate demand, as the agents wait for the necessary consolidation to make repayments
while saving the freshly-released money.

3

The methodology is described by M. Andrle in Understanding DSGE Filters in Forecasting and Policy Analysis, a paper published by
the IMF in 2013.

4

The steady improvement in attracting foreign investment channelled into the sectors producing high value-added goods helps
fuel competitiveness, bring in capital and modern technologies, and gives productivity a boost, which impacts favourably on
economic growth sustainability.
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Analysing the monetary policy transmission mechanism is one of the major
macroeconomic research topics. Work will continue on preparing a more in-depth
assessment of the pass-through of the policy rate to lending and term deposit rates
applied to non-financial corporations and households, by identifying the potential
asymmetries. The paper also examines recent years’ changes in the pass-through
in Romania and compares local developments to those in other economies in the
region (the Czech Republic, Poland and Hungary). The study is to be published in the
Occasional Papers series.
Yet another line of research envisages the design of the analytical framework for
extracting and assessing the relevant information from yields on the government
securities in Romania. The first step in this direction is a comparative study on how
the main methodologies employed by central banks to estimate yield curves, i.e. the
parametric method and the cubic spline interpolation, have fared over time.
The fulfilment by Romania of the nominal convergence criteria provided in the
Maastricht Treaty occasions a revaluation of euro adoption coordinates, also from the
standpoint of having in place an adequate degree of real convergence, with a view to
mitigating the risks associated with the loss of monetary policy independence.
In 2015, special attention will be devoted to examining the structural changes in
macro-regions that emerged subsequently to EU accession and identifying the main
factors behind regional disparities in terms of income.
The research projects on competitiveness will further be carried out in the course of
2015. The ensuing results will be published in a comprehensive paper dealing with
the sustainability of the external position of the Romanian economy from multiple
perspectives. The classical approach of this paper, which is based on gross trade flows,
will be underpinned by a variety of specific indicators that are regularly used in the
literature (comparative advantage, decomposition of export market share dynamics)
or have an innovative nature (competitiveness pressure, export sophistication).
Moreover, the paper will include sections dedicated to external competitiveness
analysis, drawing on value-added flows, and to an evaluation of the current account
deficit adjustment manifest after the outbreak of the economic crisis.
To implement new forecasting methods suitable for the management of an extensive
range of explanatory variables is a point of interest in the research activity during
2015. Extracting information from a comprehensive array of indicators may result
in greater robustness of near-term forecasts, most notably in the present economic
environment riddled with high uncertainty, which entails sharp volatility of the key
macroeconomic datasets. An important research topic in this field refers also to the
introduction of new models capable of real-time monitoring of the economy by
capitalising on the information available on a monthly basis.
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In 2014, endorsement was further an important part of the National Bank of Romania’s
legal activity. Thus, 55 draft pieces of legislation initiated by the central bank, of which
47 external regulations and 8 internal regulations, were endorsed alongside 40 draft
pieces of legislation on financial and banking matters initiated by other institutions
and submitted for review to the National Bank of Romania
(Table 13.1).
Moreover, the central bank endorsed 188 draft orders on the sanctioning and
imposition of measures on certain credit institutions and non-bank financial
institutions, compiled by the specialised departments in the National Bank of
Romania’s head office, 6 orders on the sanctioning of the managers of some credit
institutions, 13 documents representing Governor’s orders on the erasure of some
non-bank financial institutions from the General Register and/or the Special Register,
as well as 4 decisions on the termination by law of the authorisation of a credit
institution, one decision on the prior approval of the merger by absorption of a credit
institution and one decision on suspending the exercise of voting right of certain
shareholders of a credit institution.
Furthermore, the Legal Department prepared draft responses for 59 petitions and
51 letters submitted to the central bank by different legal entities and public
institutions and analysed and endorsed 23 agreements, conventions, protocols and
contracts concluded by the NBR with institutions operating in Romania and one order
of the NBR governor on the establishment of committees and commissions within the
central bank.
As for disputed claims and contract assistance, in 2014, the Legal Department:
(i) prepared 146 papers for representing the National Bank of Romania before the
courts of law (writs of summons, legal objections, legal opinions, written conclusions);
(ii) finalised 771 documents with respect to foreclosure filings; (iii) compiled
951 responses to the courts of law and (iv) elaborated draft internal regulations.
As part of the NBR’s activity within the ESCB, the Legal Department participated
in the meetings of the Legal Committee, cooperated with the representatives of
the ECB’s Directorate General Legal Services and its peers in national central banks
of EU Member States, and examined the relevant documents sent by the European
Central Bank via written procedure (27 opinions).
As regards the relationship with the Ministry of Foreign Affairs, the Legal Department
represented further the National Bank of Romania in the quarterly meetings of the
EU Litigation Working Group (EULWG) and formulated opinions in cases within
the National Bank of Romania’s field of competence (18 opinions).
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Piece of legislation

Table 13.1
Main pieces of legislation
in respect of which the NBR
formulated opinions
and proposals in 2014

196

Subject matter

Law No. 29/2015
(Monitorul Oficial al României
No. 171/12.03.2015)

approving Government Emergency Ordinance No. 113/2013 on budget
measures and amending and supplementing Government Emergency
Ordinance No. 99/2006 on credit institutions and capital adequacy

Government Emergency
Ordinance No. 46/2014
(Monitorul Oficial al României
No. 475/27.06.2014)

amending and supplementing Law No. 571/2003 on the Tax Code

Government Emergency
Ordinance No. 79/2014
(Monitorul Oficial al României
No. 902/11.12.2014)

amending and supplementing Law No. 82/1991 – The Accounting Act

Government Decision
No. 490/2014 (Monitorul Oficial al
României No. 442/17.06.2014)

approving the 2014 budget of “Imprimeria Băncii Naţionale a României”
régie autonome subordinated to the National Bank of Romania

Government Decision
No. 1053/2014 (Monitorul Oficial al
României No. 891/08.12.2014)

approving the Norms for applying Government Emergency Ordinance
No. 66/2014 on approving the new Car-buying Incentive Programme, as
subsequently amended and supplemented

Draft Law

on mortgage bond issues

Draft Law

on the macroprudential supervision of the national ﬁnancial system

Draft Law

ratifying the Agreement on the transfer and mutualisation of
contributions to the Single Resolution Fund, signed in Brussels on
21 May 2014

Draft Law

on the development of participatory funding

Legal proposal (draft)

supplementing Government Emergency Ordinance No. 50/2010 on
consumer credit agreements (Plx No. 345/2014)

Legal proposal (draft)

supplementing Article 33 of Law No. 312/2014 on the Statute of the
National Bank of Romania

Draft Law

on the recovery and resolution of credit institutions and investment
ﬁrms, as well as on amending and supplementing pieces of legislation
governing the ﬁnancial ﬁeld

Draft Law

on deposit guarantee schemes

Draft Law

on the Bank Deposit Guarantee Fund

Draft Law (submitted to the
Committees of the Chamber
of Deputies on 12.05.2010)

on holdings

Draft Law

supplementing Government Emergency Ordinance No. 50/2010 on
consumer credit agreements (Plx No. 337/2014)

Draft Law

amending and supplementing Law No. 297/2014 on the capital market

Draft Law (submitted to the
Committees of the Chamber
of Deputies on 15.12.2014)

on occupational pensions

Draft Law

on the request, setting-up and management of the collateral related to
the measures implemented within the Common Agricultural Policy,
as well as on amending and repealing some pieces of legislation

Draft Law (submitted to the
Legal Committee of the Chamber
of Deputies on 15.12.2014)

on the insolvency of individuals

Draft Law

approving Government Emergency Ordinance No. 115/2013 setting
a new deadline for solving the situation referred to in Article 6
para. (1) of Law No. 165/2013 on the measures for completing the
process designed to return in kind or by way of compensation the
buildings illegally seized during the communist regime in Romania, as
well as postponing some deadlines and amending and supplementing
Article 45 of the same law

Draft Law

on the credit intermediary for SMEs
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continued

Piece of legislation
Legal proposal (draft submitted to
the Committes of the Chamber
of Deputies on 08.10.2014)

Subject matter
on the organisation and functioning of mutual beneﬁt funds

Legal proposal (draft)

on improving the composition of Romania’s international reserves

Legal proposal
(draft)

on exploiting Romania’s natural resources containing precious metals

Legal proposal (draft submitted to
the Committes of the Chamber
of Deputies on 10.06.2014)

postponing the foreclosure on the property of individuals having taken
loans in Swiss francs

Legal proposal (rejected by the
Senate on 23.03.2015)

amending and supplementing Law No. 287/2009 on the Civil Code

Legal proposal

amending and supplementing Law No. 134/2010 on the Civil Procedure
Code and Law No. 76/2012 on the application of Law No. 134/2010 on
the Civil Procedure Code

Legal proposal (rejected by the
Senate in plenum on 18.03.2014)

on the taxation of incomes arising from bank debt assignment

Legal proposal (re-submitted to
the Committes of the Chamber
of Deputies on 04.03.2015)

on measures to implement the deductions from the incomes earned
by individuals from labour contracts, based on writs of execution

Legal proposal

amending and supplementing Government Emergency Ordinance
No. 141/2002 on regulating the storage of seeds for consumption,
the regime governing the certiﬁcates of deposit for such seeds and
the establishment of the Guarantee Fund for Certiﬁcates of Deposit
(L97/2014).

Legal proposal (irrevocably
rejected on 11.06.2014)

amending and supplementing the Fiscal Procedure Code

Legal proposal

amending Law No. 58/1934 on the bill of exchange and promissory
note and Law No. 59/1934 on the cheque

Legal proposal (irrevocably
rejected on 11.06.2014)

on the use of the domestic currency

Government Ordinance
(draft re-submitted to the
Committes of the Chamber
of Deputies on 06.05.2014)

amending and supplementing Law No. 152/1998 on the setting-up
of the National Housing Agency

Decision (draft)

approving the Methodological Notes for the application of Law
No. 101/2014 on measures regulating the storage of seeds for
consumption and the regime governing the certiﬁcates of deposit
for such seeds

Government Emergency
Ordinance (draft abandoned)

on measures to speed up the absorption of EU structural funds and
investments and to reorganise the Romanian Counter-Guarantee Fund

Legal proposal

amending Government Emergency Ordinance No. 66/2014 on
approving the new Car-buying Incentive Programme

Government Decision (draft)

approving the Methodological Notes on cross-border medical
assistance

Legal assistance was also granted during the negotiations with the representatives
of the International Monetary Fund, the World Bank and the European Commission,
in the context of the loan agreements concluded by Romania with the international
institutions. Furthermore, various views were accordingly debated and expressed, as
appropriate, on the legislative initiatives of the European Union relating to the central
bank’s competence field and opinions were worded concerning the transposition
into the national legislation of the documents issued by EU institutions (the European
Banking Authority, the European Systemic Risk Board), as well as the legislative issues
in the questionnaires submitted to the National Bank of Romania by international
institutions (55 opinions).
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Moreover, specialised assistance was granted in regard to the legal issues of interest
for the National Bank of Romania associated with the euro adoption – via the
participation in the meetings of the Committee for preparing the changeover to the
euro organised within the NBR, as well as with a view to solving issues related to the
functioning of TARGET2 system and the issues occurred during the payment
systems’ activity and, overall, for the resolution of other legal central banking-related
aspects, with roughly 265 legal opinions being formulated.
Relative to the dialogue on legal matters with the financial and banking community,
in 2014, the quarterly Legal Colloquia of the National Bank of Romania (Colocviile
juridice ale Băncii Naţionale a României) were further organised, approaching issues
that were topical for financial and banking experts, as well as for the academia and
business environment in Romania. The event was attended by legal experts from the
National Bank of Romania, from credit institutions, as well as by representatives of
the Ministry of Justice and the Ministry of Public Finance, and members of the
academia and businesspeople. At one of the editions of this event, an international
conference was organised, i.e. Post-Crisis Mandates for Central Banks: Regulatory and
Institutional Challenges, which was attended by international financial and banking
experts as well.
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The National Bank of Romania is the central bank of Romania and an independent
public institution. Its activity is governed by Law No. 312/2004 on the Statute of the
National Bank of Romania.
The primary objective of the NBR is to ensure and maintain price stability. The main tasks
of the National Bank of Romania are:
▪ to design and implement the monetary policy and the exchange rate policy;
▪ to conduct the authorisation, regulation and prudential supervision of credit
institutions, and to promote and oversee the smooth operation of the payment
systems with a view to ensuring financial stability;
▪ to issue banknotes and coins as legal tender to be used on the territory of Romania;
▪ to set the exchange rate regime and to oversee its observance;
▪ to manage the international reserves of Romania.

1. Decision-making bodies and corporate governance
The National Bank of Romania is run by the Board of Directors, which is made up of
nine members appointed by Parliament for a five-year mandate that may be renewed.
According to the law, members of the Board may not be members of Parliament or
of a political party and they may not be Court officials or public servants. Out of the
nine members, four are senior executives of the NBR, i.e. the Governor, the first deputy
governor, and the two deputy governors. The other five members of the Board are not
on the payroll of the NBR. The chairman of the Board is the Governor of the NBR.
The Board of Directors is the decision-making body of the NBR with respect to:
(i) setting the monetary and exchange rate policies; (ii) the authorisation, regulation
and prudential supervision of credit institutions, as well as payment systems
oversight; (iii) the bank’s internal organisation. Moreover, the Board assigns the tasks
to the executives and staff of the NBR.
In order to ensure the effectiveness of the decision-making process, the following
three operational bodies are responsible for the performance of the main tasks of a
central bank: the Monetary Policy Committee, the Supervisory Committee, and the
Foreign Reserve Management Committee. These standing committees have their own
rules of procedure, which define in detail their composition and specific tasks and
responsibilities.
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Members of the National Bank
of Romania Board
appointed by the Parliament of Romania via Decision No. 27 of 16 June 2014

Mugur Constantin Isărescu
Member of the Romanian Academy
Governor, Chairman of the Board
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Florin Georgescu, Professor, Ph.D.
First Deputy Governor,
Vice Chairman of the Board

Bogdan Olteanu, Ph.D.
Deputy Governor,
Member of the Board

Liviu Voinea, Professor, Ph.D.
Deputy Governor,
Member of the Board

Marin Dinu, Professor, Ph.D.
Member of the Board

Daniel Dăianu, Member of the
Romanian Academy
Member of the Board

Gheorghe Gherghina, Ph.D.
Member of the Board

Ágnes Nagy, Senior Lecturer, Ph.D.
Member of the Board

Virgiliu Stoenescu, Professor, Ph.D.
Member of the Board

NATIONAL BANK OF ROMANIA

14. The institutional framework and the organisation of the National Bank of Romania

Legislative act
Decision No. 27 of 16 June 2014
Monitorul Oficial al României, Part One, No. 443, 17 June 2014
Decision on appointing the members of the National Bank of Romania Board
Pursuant to the provisions of Article 67 of the Constitution of Romania, as republished, and of Article 32(1)
and Article 33(2) to (4) of Law No. 312/2004 on the Statute of the National Bank of Romania, as subsequently
amended,
The Parliament of Romania adopts this Decision.
Article 1 – The persons listed in the Annex hereto are hereby appointed as members of the Board of the
National Bank of Romania for a five-year period, with the nomination of the executive management of the
said institution.
Article 2 – This Decision shall enter into force on 11 October 2014.
This Decision was adopted by the Chamber of Deputies and the Senate during the joint session of 16 June
2014, in line with the provisions of Article 76(2) of the Constitution of Romania, as republished.
for the PRESIDENT 				

PRESIDENT OF THE SENATE

OF THE CHAMBER OF DEPUTIES
VIOREL HREBENCIUC				CĂLIN-CONSTANTIN-ANTON
POPESCU-TĂRICEANU
Bucharest, 16 June 2014.
No. 27.
ANNEX
The National Bank of Romania Board
1. Mugur Isărescu

− Chairman of the Board
and Governor of the National Bank of Romania

2. Florin Georgescu

− Vice Chairman of the Board
and First Deputy Governor of the National Bank of Romania

3. Bogdan Olteanu

− member of the Board
and Deputy Governor of the National Bank of Romania

4. Liviu Voinea

− member of the Board
and Deputy Governor of the National Bank of Romania

5. Marin Dinu

− member of the Board

6. Daniel Dăianu

− member of the Board

7. Gheorghe Gherghina

− member of the Board

8. Ágnes Nagy

− member of the Board

9. Virgiliu Stoenescu

− member of the Board
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The National Bank of Romania Board
during 11 October 2009 – 10 October 2014
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1. Mugur Isărescu

− Chairman of the Board
and Governor of the National Bank of Romania

2. Florin Georgescu

− Vice Chairman of the Board
and First Deputy Governor of the National Bank of Romania

3. Bogdan Olteanu

− member of the Board
and Deputy Governor of the National Bank of Romania

4. Cristian Popa

− member of the Board
and Deputy Governor of the National Bank of Romania

5. Marin Dinu

− member of the Board

6. Nicolae Dănilă

− member of the Board

7. Virgiliu Stoenescu

− member of the Board

8. Ágnes Nagy

− member of the Board

9. Napoleon Pop

− member of the Board

NATIONAL BANK OF ROMANIA

14. The institutional framework and the organisation of the National Bank of Romania

The Monetary Policy Committee (MPC) is a standing advisory and decision-making
body. It is made up of 10 members1 and is chaired by the NBR Governor. The
committee’s tasks focus on the central bank’s primary objective and relate mainly to
the specifics of the monetary policy strategy and operational framework, monetary
policy configuration and implementation, as well as the associated economic research.
In particular, the MPC discusses and defines the content, structure and configuration
of monetary policy analysis reports/papers, of the macroeconomic projections across
various time horizons, as well as of proposals on the monetary policy stance, which
are subsequently submitted to the NBR Board for review and approval. In addition, the
MPC supports the monetary policy decision-making process by discussing, approving
and making available to the NBR Board, on a regular basis, certain analyses/research
papers prepared by the line departments on relevant topics in terms of monetary
policy conduct. Moreover, the MPC discusses, analyses and proposes to the NBR
Board, whenever needed, revisions of certain features of the monetary policy strategy
(inflation target included) and of the monetary policy toolkit with a view to calibrating
them in order to achieve the central bank’s primary objective and bring them into
line with the ECB standards in the field. According to the annual calendar of quarterly
forecasting rounds approved by the NBR Board, the year 2014 saw 16 meetings of the
MPC, with eight other meetings being held January through May 2015.
The Supervisory Committee is a standing decision-making body composed of
10 members and chaired by the NBR Governor. Its tasks and responsibilities are
related to the assessment and oversight of credit institutions’ asset quality, financial
performance and observance of the required levels of prudential indicators, as
well as ensuring the regulatory framework according to the specific legislation and
international practices in the field. Also under the scope of the Committee are
non-bank financial institutions and payment institutions.
During 2014 – March 2015, the Supervisory Committee passed decisions in
25 meetings, the topics relating primarily to: (i) the notification of the intention on
acquiring a qualifying holding in the share capital of a credit institution and/or on
increasing such participations; (ii) applications submitted by credit institutions,
Romanian legal entities, pursuant to prudential regulations, for approval of changes
in their standing as concerns the Board members and/or executives, expansion of
their scope of business, the financial auditor, operations on preferential terms set
forth in the employee benefits and incentive packages, mergers, etc.; (iii) draft pieces
of legislation to be issued by the central bank or other authorities concerning the
activity of credit institutions and non-bank financial institutions; (iv) monitoring
developments in terms of financial stability, identifying, monitoring and assessing
systemic risks and those related to systemically-important credit institutions, specific
analyses (SMEs access to funding, monitoring the lending terms and conditions,
overseeing the way in which the financial system contributes to the sustainable
resumption of lending to the real economy, etc.), the activity of the Central
Credit Register and of the Payment Incidents Register (the use of information in
databases, submitting the information in the CCR database to the ECB in line with
Recommendation ECB/2014/7), reviews and proposals on payment and settlement
systems, including the transposition of European payment legislation; (v) other
matters related to banking system functioning.
1
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The Foreign Reserve Management Committee (FRMC) is a standing body whose
tasks consist in achieving, via tactical decisions, the strategic objectives set by the
NBR Board in the area of foreign reserve management. The Committee is made up of
11 members and is headed by the NBR Governor. In line with the tasks defined by the
NBR Board, it analyses global economic and financial developments and formulates
proposals for the reserve management strategy, assesses the monthly performance
of portfolios and examines their compliance with strategic and tactical guidelines,
makes recommendations on implementing new financial instruments and draws up
the list comprising eligible entities for transactions, bond issuers and assets eligible
for investment. The Committee convenes and takes decisions whenever required by
financial market developments, when summoned by the chairman or the vice-chairman
acting as substitute for the former. Based on the analyses carried out, during 2014 the
Committee passed decisions on broadening the range of financial products and of
eligible counterparties. In the first part of 2015, the FRMC further examined investment
options aimed at diversifying NBR exposures and improving portfolio performance,
while maintaining the focus on investment safety and liquidity.
The Committee for Preparing the Changeover to the Euro set up at the NBR is
an advisory body analysing the preparatory activities ahead of euro adoption. It is a
formal discussion forum providing support for central bank decisions on the path to
joining the Economic and Monetary Union. The Committee’s tasks mainly relate to:
(i) analysing the coordinates of the euro adoption strategy under the central bank’s
scope; (ii) the regular assessment of the preparation for the adoption of the single
currency, with regard to the fulfilment of the Maastricht criteria and business cycle
synchronisation with that of the euro area; (iii) analysing any changes to the
monetary policy operational framework for its full harmonisation with that of the
ECB; (iv) reviewing NBR’s contributions to the regular updates of the Convergence
Programme; (v) endorsing the NBR’s position during the works of the Inter-ministerial
Committee on Euro Changeover.
The Committee for Preparing the Changeover to the Euro convened five times during
2014, while three other meetings were held January through May 2015. Among the
topics discussed were: nominal and real convergence, the common bank resolution
framework at European level, the Banking Union, other countries’ experience with
adopting the single currency, the timeliness of resorting to twinning programmes
for institutional preparation ahead of joining the euro area.
May 2014 saw the setting up, as a temporary substructure of the Committee for
Preparing the Changeover to the Euro, of a cross-departmental working group for
operational preparatory work at the National Bank of Romania ahead of the country’s
accession to the Banking Union. The establishment of the group laid the groundwork
for a formalised framework at the NBR with a view to Romania joining the Banking
Union. The working group is coordinated by a senior executive member. Several
meetings were held during 2014, focusing on the analysis of the procedures for
gaining Banking Union membership, drafting a tentative accession calendar and
engaging in technical discussions with ECB representatives.
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The Committee for harmonising the statistical reports of credit institutions and
non-bank financial institutions has been operational at the NBR since 2010. It is a
standing advisory committee, whose role is to conduct analyses and assessments and
provide support to the executive management in taking decisions on harmonising
– both domestically and with ESCB standards in the field – and simplifying the
statistical reports submitted by credit institutions and non-bank financial institutions
in Romania to the NBR. The body is made up of eight members and is chaired by the
NBR Governor. Representatives of the Romanian Banking Association and of nonbank financial institutions may be invited to attend its meetings. One of the projects
launched by this committee was the implementation at the NBR of a Data Warehouse
– Business Intelligence system meant to streamline the information flow among
central bank departments and to make available cutting-edge data analysis and
reporting tools. The project was ongoing during 2014 as well.
The NBR also incorporates an Audit Committee, whose role is to strengthen the
corporate governance framework in place. The Audit Committee is an independent
body from the NBR’s executive management, consisting of the five non-executive
Board members.
The membership of the Audit Committee changed in 2014, following the
appointment of the NBR Board members by Parliament. The Committee took office
in the autumn of 2014 for a five-year term. In line with good governance practices,
which recommend the rotation principle for the position of chairman, usually after
two terms in office, the NBR Board decided to elect a new chairman of this body.
The Audit Committee has an advisory role, supporting the NBR Board in supervising
the bank’s internal control, risk management and governance system, as well as in
supervising the internal and external audit processes. This committee convenes at
least once every three months and whenever necessary. Senior representatives of the
Internal Audit Department and the committee secretary are invited to its meetings
on a continuous basis. In order to clarify certain issues under examination, the
committee may invite to its meetings members of the executive management, senior
representatives of the NBR’s organisational structures and other specialists, including
persons from outside the NBR. Through its tasks and activity, the Audit Committee
supports the actual independence of internal audit within the central bank.
During the year under review, the Audit Committee convened in seven meetings,
one of which focused on talks over the financial statements with the former external
auditor, whose mandate ended in 2014. Moreover, in line with the tasks set forth in
its rules of procedure, the Audit Committee supervised the selection process for the
supplier of external audit services in relation to the NBR’s financial statements for
2014-2018.
The activities of the Audit Committee encompassed, inter alia, reviewing and
discussing the outcome of the internal audit missions, analysing and approving the
internal audit annual plan (including the changes thereto) and the regular activity
reports of the Internal Audit Department.
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In addition to the Audit Committee, the NBR’s internal control system includes several
control layers.
External control layers
The NBR Statute provides for two external control layers, namely the external auditor,
which is appointed to audit the annual accounts of the NBR, and the Court of
Accounts, which conducts the subsequent audit of commercial operations carried out
by the central bank.
Internal control layers
The National Bank of Romania takes a functional approach to risk management,
meaning that each organisational unit has primary responsibility for identifying,
assessing and managing the risks associated with its own activities and operations.
The risk management process is an integral part of the NBR’s internal control system
and represents the bank’s first line of defence against any factors that might jeopardise
the fulfilment of the objectives and of the action plans. To this end, each organisational
unit implements operational control procedures within its area of responsibility, in
accordance with the levels of risk tolerance set in advance by the executive management.
Furthermore, the NBR applies the approach known as the Chinese wall, which
separates the departments in charge of monetary policy formulation and
implementation respectively, on one hand, and the aforementioned units from the
departments entrusted with other statutory tasks (e.g., prudential supervision or
payment system oversight), on the other.
The second line of defence is functional on certain business segments with
high-risk financial exposure, e.g. international reserve management. This line of
defence monitors compliance with the risk limits approved by the bank’s executive
management and reports any breach. A major role in this line of defence is played
by the decision-making/advisory committees within the central bank, namely the
Monetary Policy Committee, the Foreign Reserve Management Committee and the
Supervisory Committee, which comprise members of the executive management and
experts in the relevant areas.
Apart from the risk monitoring by the operational structures, the NBR’s Internal Audit
Department – which functions as the third line of defence – examines the overall
controls in place and determines whether they are properly designed and functional,
so as to ensure the reliability and integrity of financial and operational information,
the effectiveness and efficiency of the activities carried out, asset protection, as well
as compliance with applicable legal and contractual provisions.
The year under review saw 38 audit missions, most of which focused on evaluating
the adequacy and effectiveness of internal control, as well as governance and risk
management processes related to the activities conducted within the NBR.
The share of advisory engagements remained unchanged from 2013, reflecting the
strengthening trend of the advisory role of internal audit.
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The audit, assurance and advisory engagements ended with audit/advisory reports
containing the auditors’ findings and recommendations, which were submitted to
the management of the audited organisational units, to the coordinating senior
executives, the Governor and the Audit Committee.
The same as in previous years, a number of specific activities were also performed at
the request of the Internal Auditors Committee (IAC), an ESCB structure responsible
for internal audit. They included conducting audit missions whose subject, scope and
objectives were established by this body, as well as granting support and contributing
to the preparation of the working methodology applicable to such missions. In
particular, during 2014 the NBR participated in drafting the IAC multiannual audit plan
for 2015-2017, planning the 2014 follow-up exercise, preparing the IAC professional
training programme for 2015, as well as in other activities following the establishment
of the Single Supervisory Mechanism.
Furthermore, NBR representatives took part in the meetings of the Audit Task Force on
Statistics.
As regards the cooperation with other central banks, the NBR received a proposal
from the TAIEX Office of the European Commission to provide technical assistance in
the field of internal audit to representatives of the National Bank of the Republic of
Macedonia. Based on an analysis of the internal audit expertise and competences, the
representatives of the National Bank of the Republic of Macedonia chose to conduct a
study visit at the NBR for a better understanding of the audit practices both within the
Romanian central bank and within the ESCB.
In 2014 Q4, the NBR organised, jointly with the Internal Auditors’ Association of
Romania, the conference titled “Governance and the role of internal audit”.

2. Organisational developments
2.1. Human resources management
Implementing an integrated human resources management system
Starting 1 January 2014, the National Bank of Romania has implemented an
integrated human resources management system, which reflects the best practices
– both domestically and internationally – in the area of human capital management
and also comes as a response to the sweeping changes on the labour market, since
the work force has been populated with new generations of employees whose
behaviours, mentalities and aspirations diverge from those of previous cohorts.
The HR management system paves the way for recognising, supporting and rewarding
performance, as well as for integrating specific processes (recruitment and selection,
performance management, reward management, career management) and is based
on a broad-based analysis of the activity and current positions within the bank.
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The analysis of the accountability, complexity and impact of each position in the
organisation led to the development of a remuneration system tailored to the new
framework. The governing principles underlying the formulation of the wage policy
were internal equity (meaning that positions with similar responsibilities, complexity
and impact within the organisation are similarly remunerated) and external
competitiveness (alignment to pay practices on the market).
Based on the assessment of positions, on the institutional values and needs, as well as
on the pattern of competencies in place prior to implementation, the competencies
model at the National Bank of Romania has been redefined as follows:
▪ four core competencies: achievement orientation, effective communication,
cooperation and organisational integrity;
▪ a business area-specific skill, determined based on the nature of the activity carried
out by the bank’s organisational structures: information management, conceptual
thinking, operational thinking, customer orientation, managing strategic relationships;
▪ two managerial skills: team building and leadership.
The inclusion of managerial skills into the model has formalised the special
importance attached to team building and leadership and has underlined the need
for management development.
Changes in the organisational structure
The year under review saw further changes in the tasks and activity of business areas
within the National Bank of Romania, both at the head office and the territorial units.
In view of the requirements arising from the new European framework in the field of
banking resolution and their impact on the institutional organisation of the national
competent authorities, November 2014 saw the establishment of the Bank Resolution
Department within the National Bank of Romania, following the reorganisation of
the Financial Crises Management Department. The new department consists of two
divisions, namely the Resolution Strategies and Policies Coordination Division and
the Resolution Decisions Preparation and Implementation Division, and deals mainly
with: (i) carrying out the tasks related to the resolution of credit institutions; (ii) assessing
the situation of credit institutions and drawing up the recovery and resolution plans
for them; and (iii) establishing resolution colleges for credit institutions, preparing
resolution plans and implementing the adopted resolution decisions.
The Strategic Projects Unit was created as part of the NBR Chancellery in October
2014, having as main tasks to support the bank’s business areas in carrying out
projects and strategies in line with the decisions of the Board or of the executive
management, as well as to monitor the progress in implementing strategic projects.
The need to ensure optimum conditions for safeguarding transport effectiveness and
safety at the NBR has called for the establishment, in October 2014, of the Car Fleet
Maintenance Division within the Technical and Maintenance Department, primarily
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tasked with: (i) ensuring the technical control and maintenance of the car fleet;
(ii) formulating proposals with regard to car scrapping and purchase; (iii) managing
and executing acquisition or leasing contracts.
Moreover, during 2014 the NBR Board approved:
▪ the take-over by the Financial Stability Department of the tasks formerly entrusted to
the Payments Department with regard to NBR representation in the Committee on
Payment and Settlement Systems, the Working Group on Retail Payment Systems, as
well as in the Working Group on Oversight of Payment and Settlement Systems, which
is an integral part of ESCB structures;
▪ the centralisation of legal counselling and IT support activities at regional branches by
taking over these activities from the agencies;
▪ the clustering of IT support activities at the bank’s head office, with regional branches
addressing only those situations where disruptions in the IT infrastructure are found
that prevent remote-access technical assistance or troubleshooting.
The above-mentioned organisational changes and the ensuing new responsibilities
are specified in the updated version of NBR By-law No. 3/2011 on the organisation
and functioning of the National Bank of Romania, as approved by the NBR Board on
15 December 2014.
Recruitment, selection and internal mobility
The year under review saw a staff turnover rate of 4.24 percent. As of end-December
2014, the National Bank of Romania reported 1,863 employees.
In 2014, 19 employees advanced to managerial ranks, 57 employees were promoted
to higher non-managerial positions, and 48 employees shifted into new positions via
internal mobility.
Professional training
In 2014, 823 members of staff (accounting for 45 percent of total employees) attended
1,298 training programmes organised both domestically and internationally.
As far as the domestic training programmes were concerned, a total of 1,066
participations were recorded for 740 members of staff. The main supplier of training
programmes was the Romanian Banking Institute, with 58 percent of domestic
events.
A large number of professional training programmes organised jointly with the
Romanian Banking Institute were carried out through the Executive Programme
for Developing Leadership Skills, attended by managers from the head office and
branches alike.
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Looking at professional training opportunities abroad, the year under review saw
232 participations for 180 members of staff from the head office and territorial units.
The topics of these training programmes ranged from business area-specific ones
(supervision, statistics, internal audit, payment systems, regulation and licensing, etc.)
to leadership, soft skills and enhancing managerial effectiveness.

2.2. Information technology
Several IT projects were launched, continued or completed in 2014. Their main
goal was to streamline the exchange of information among the NBR and various
institutions: (i) the launch and the timely completion of the first stage of the EBA-ITS
project, which implied installing and configuring an IT system enabling the collection,
validation and reporting in XBRL format of financial and prudential data (FINREP,
COREP) to the European Banking Authority, in the context of the NBR applying the
CRD IV; (ii) the migration of the CCR IT system onto a superior technological platform,
which ensures higher information processing speed, to the benefit of domestic and
external users, as well as the start of CCR updating in line with the changes laid down
in NBR Regulation No. 2/2012 calling for the reporting of new information, as required
by the Financial Stability Department; (iii) the go-live of a new version of the NBR
reporting system, namely the SIRBNR-SD, which is an extension of the SIRBNR, for
using the digital signature of XML messages whereby reporting entities submit data
to the NBR; (iv) the completion of the SHDB IT system for managing, validating and
processing data related to bondholders and the extension of the CSDB application to
include new types of financial instruments, such as negotiable debt securities and the
issues of shares listed on external capital markets; (v) designing a Data Warehouse –
Business Intelligence (DW-BI) system meant to turn to full account the data regularly
collected through the operational systems, along with extracting complex reports for
decision-makers or various international institutions; 2014 saw the go-live of the first
of the nine business areas, namely the National Financial Accounts.
Moreover, several projects were implemented to render more efficient the activity
carried out by some NBR departments, as follows: (i) the Open Market Operations
application was updated so as to automatically take over the bids/requests related to
open market operations and the standing facilities provided by the central bank to
eligible participants, with a view to shortening the time slots allotted to operations
on a multilateral basis and mitigating operational risks; (ii) the IT support application
for the NBR’s Business Contingency Plan, facilitating both current and extraordinary
contingency-related activities; (iii) extending the financial and accounting,
procurement, HR and remuneration management system, based on the Oracle
e-Business suite (version R12), with an updated solution for planning and conducting
public procurement.
The changeover from ESA95 to ESA2010 was completed in 2014, following the
redesign of numerous reporting forms collected and processed via both the SIRBNR,
which provides a modern and efficient single reporting framework for credit
institutions, and the RAPDIR system for the online collection of statistical
and prudential reports from a wide range of reporting entities (credit institutions,
non-bank financial institutions, economic agents, individuals).
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In addition, the year under review saw the shift to the new ESCB-wide
communications infrastructure generically referred to as Corenet3, a project carried
out jointly with the ECB and Telecom Italia. By using this new infrastructure, the
new teleconference system for ESCB members was also implemented, based on the
voice-over-IP (VoIP) technology. The new VoIP in-house telephone system became
operational in 2014 across 10 NBR territorial units (Argeş, Bacău, Brăila, Braşov, Buzău,
Constanţa, Dolj, Galaţi, Prahova and Sibiu) and is due for completion during 2015.
The application for automated flows of e-documents among the institution’s business
areas went live as part of the NBR’s IT system. The new application ensures both the
management of documents registration and the incoming/outgoing workflows.
The year under review saw the testing and implementation of the Secure ESCB Email
Project on securing electronic messages within the European System of Central Banks,
thus providing services for the encryption and signing of e-mails by means of digital
certificates issued by the ESCB-PKI certification authority.
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Organisation chart of the
National Bank of Romania
as at 31 December 2014

BOARD OF

Governor

The Monetary Policy Committee
The Supervisory Committee
The Foreign Reserve Management Committee

Deputy Governor Liviu Voinea

First Deputy Governor Florin Georgescu

FINANCIAL STABILITY DEPARTMENT

REGULATION AND LICENSING DEPARTMENT

■
■
■
■
■

■ Financial Activities and Non-bank Financial Institutions
Regulation Division
■ Foreign Exchange and Accounting Regulation Division
■ Licensing Division
■ Prudential Banking Regulation Division 1
■ Prudential Banking Regulation Division 2

Financial Institutions Division
Financial Markets and Infrastructure Division
Macroprudential Risk Division
Banking Risk Division
Payment and Settlement Systems Oversight Division

INTERNATIONAL RELATIONS DEPARTMENT
SUPERVISION DEPARTMENT
■ European Union Division
■ External Relations Division
STATISTICS DEPARTMENT
■
■
■
■
■

Monetary and Financial Statistics Division
Balance of Payments Division
Direct Statistical Reporting Division
Statistical Data Processing Division
SIRBNR Data Management

■
■
■
■

Inspection Division I
Inspection Division II
Inspection Division III
Banking System Assessment, Methodology and Supervision
Procedures Division
■ Non-bank Financial Institutions and Payment Institutions Inspection Div.
■ Monitoring of International Sanctions Enforcement, Prevention
of Money Laundering and Terrorist Financing Division
ISSUE, TREASURY AND CASH MANAGEMENT DEPARTMENT

SECRETARIAT
■
■
■
■
■
■
■

Documents Registration Division
Archives Division
Library Division
Public Information Division
Events Organisation Division
Transport Division
Cafeteria Division

■
■
■
■

Issue Division
Cash Management Division
Central Vault Division
Cash Processing Coordination Division

PAYMENTS DEPARTMENT
■
■
■
■

ReGIS Management Division
Financial Instruments Depository and Settlement Division
Financial Messages Processing Division
TARGET2 Division

ACCOUNTING DEPARTMENT
■ Operational Accounting and Internal Accounting Rules Division
■ Internal Administration Accounting-Financial Issues Division
■ Internal Administration Accounting-Fixed Assets Division
BANK RESOLUTION DEPARTMENT
■ Resolution Strategies and Policies Coordination Division
■ Resolution Decisions Preparation and Implementation Division
ESTATE MANAGEMENT AND INVESTMENT DEPARTMENT

Note:
Colour patterns show the departments' coordination
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Investment Division
Movable Assets Division
Immovable Assets Division
Museum
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DIRECTORS
Audit Committee

Mugur Isărescu

CHANCELLERY
■
■
■
■
■
■
■

The Executives’ Offices
Strategic Projects Unit
Governor’s Control Office
Board Secretariat Division
Information Management and Protection Division
Protocol Division
Document Management Division

Deputy Governor Bogdan Olteanu
MONETARY POLICY DEPARTMENT

IT DEPARTMENT
■
■
■
■

IT Systems Division
Network Administration Division
IT Support Division
Multimedia Support Division

■ Monetary Policy Analysis and Strategy Division
■ Liquidity Management Division
MACROECONOMIC MODELLING
AND FORECASTING DEPARTMENT
■ Macroeconomic Forecasting Models Division
■ Macroeconomic Assessment Models Division

LEGAL DEPARTMENT
MARKET OPERATIONS DEPARTMENT
■ Legal Documentation and Advisory Opinion Division
■ Contract Assistance and Disputed Claims Division
■ European and International Law Division
TECHNICAL AND MAINTENANCE DEPARTMENT
■
■
■
■
■
■

Construction Maintenance Division
Equipment and Installations Maintenance Division
Administration Division
Negru-Vodă Building Administration Division
Dr. Staicovici Building Administration Division
Car Fleet Maintenance Division

■
■
■
■

Monetary Policy Operations Division
State Treasury Operations Division
Foreign Reserve Management Division
Back Office Division

ECONOMICS DEPARTMENT
■ Economic Analysis Division
■ Publications Division
■ Translation, Editing and Documentation Division
COMMUNICATION DEPARTMENT

PROCUREMENT DEPARTMENT
■
■
■
■
■

General Procurement Procedures Division
Methodology and Contracting Division
Planning and Monitoring Division
Direct Procurement Division
Banking Procurement Procedures Division

■ Website and Electronic Publications Division
■ Media Relations Division
■ Institutional Image Analysis and Public Relations Projects
Development Division
■ Financial Education Division
HUMAN RESOURCES DEPARTMENT

SECURITY DEPARTMENT
■
■
■
■
■

Crisis Management & Business Continuity Division
Internal Protection Division
Special Transport Division
Security Systems Division
Emergency Medical Services Division

TRAINING AND SOCIAL EVENTS FACILITY DEPARTMENT
■
■
■
■

Training Support Division
Social Events Division
Auxiliary Activities Division
Training and Social Events Units

■ Organising and Planning Division
■ Human Resources Management Division
■ Training and Career Development Division
INTERNAL AUDIT DEPARTMENT
■ General Audit Division 1
■ General Audit Division 2
BUDGET AND FINANCIAL ANALYSIS DEPARTMENT
■ Budget and Financial Analysis Division
■ Preventive Financial Control Division
■ Consumption Standards and Norms Division

BRANCHES

NATIONAL BANK OF ROMANIA

215

Annual Report ▪ 2014

Chapter 15
Financial statements
of the National Bank of Romania
as at 31 December 2014
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1. Overview
Pursuant to Law No. 312/2004 on the Statute of the National Bank of Romania,
starting with financial year 2005, the National Bank of Romania has been applying
the International Accounting Standards used by the national central banks, which are
acknowledged by the European Central Bank and for which it issued its own norms
based on EU regulations1.
The aforementioned Statute specifies that the primary objective of the central bank is
to ensure and maintain price stability.
The National Bank of Romania implements the appropriate monetary policy so as
to achieve its primary objective and fulfils the other tasks mentioned in the law,
without focusing on business-related
lei billion; prices as at December 2014
percent
objectives such as profit maximisation.
10
8
Nonetheless, in its activity, the central
bank has shown a steady concern
5
4
for the efficient management of the
available resources, also by capping its
0
0
administrative and staff costs.
-5

2009

2010

2011

2012

2013

2014

-4

In 2014, the National Bank of Romania’s
total operating expenses (total
expenses net of the revaluation losses;
Chart. 15.1) declined at a pace similar
Source: NIS, NBR
to that recorded in 2013 (-22.8 percent
in real terms), and administrative and staff costs stood about 8 percent lower than the
budgeted figure. Moreover, the ratio of administrative and staff costs to total income
dropped from 13.3 percent in 2013 to 11.1 percent in 2014.
annual ﬁnancial result
total operating costs (less revaluation losses)
annual inﬂation rate (rhs)

Chart 15.1
Total operating expenses of the
NBR (inflation-adjusted data)

As at 31 December 2014, the National Bank of Romania reported a profit in amount of
lei 1,120,463 thousand, mainly as a result of:
▪

operating profit worth lei 1,270,132 thousand against the 2013 operating loss of
lei 224,129 thousand, as a result of an increase in operating income (up lei 761,494
thousand) and a fall in operating expenses (down lei 732,768 thousand);

▪

unrealised losses from the revaluation of foreign currency assets and liabilities
totalling lei 149,669 thousand as at 31 December 2014, nearly sevenfold smaller than
those reported at end-2013 (lei 1,030,252 thousand).

1

NATIONAL BANK OF ROMANIA

Guideline ECB/2006/16, Guideline ECB/2008/21, Guideline ECB/2009/28 and Guideline ECB/2010/20.

217

Annual Report ▪ 2014

Pursuant to the law, the loss incurred in financial year 2013 worth lei 1,258,435
thousand was partially covered by the statutory reserves (lei 502,230 thousand) on
1 January 2014, while the remaining amount of lei 756,205 thousand was covered
by the 2014 profit.
Equity, i.e. the NBR’s net assets as at 31 December 2014, was further markedly positive
(lei 15,284,078 thousand), up 25.8 percent from end-2013, reflecting the sustainable
financial position of the central bank.

2. Recognition of monetary policy operations
In January-March 2014, May-August 2014 and November-December 2014, the central
bank had a debtor position vis-à-vis the banking system, the excess liquidity being
mopped up via the deposit facility. In April, September and October 2014, the central
bank had a creditor position vis-à-vis the banking system in terms of monetary policy
operations, liquidity being provided via repo transactions. As the costs of draining
excess liquidity were higher than the income from liquidity-providing operations
to the banking system, in 2014 monetary policy operations led to a loss worth lei
135,244 thousand.
The summary balance sheet as at 31 December 2014 (Table 15.1) shows the following:
▪ foreign assets accounted for 98.5 percent of total assets;
▪ deposits the NBR took from credit institutions as minimum required reserves held
23.8 percent of total liabilities;
▪ currency in circulation accounted for 27.7 percent of total liabilities;
▪ deposits of the State Treasury with the NBR made up 24.9 percent of total liabilities;
▪ 7.1 percent of total liabilities represented the outstanding amount to be repaid
in relation to the loan granted by the International Monetary Fund, pursuant to
Government Emergency Ordinance No. 99/2009 on the ratification of the Stand-By
Arrangement concluded by Romania and the International Monetary Fund, agreed
on by way of the Letter of Intent submitted by the Romanian authorities, signed in
Bucharest on 24 April 2009, and by the Decision of the IMF Executive Board of 4 May
2009, as well as to the additional Letter of Intent signed by the Romanian authorities
on 8 September 2009 and approved by the Decision of the IMF Executive Board of
21 September 2009, and to Government Emergency Ordinance No. 10/2010 on the
ratification of the Letter of Intent signed by the Romanian authorities in Bucharest on
5 February 2010 and approved by the Decision of the IMF Executive Board of
19 February 2010.
In 2014, the NBR recorded an operating profit while achieving its primary objective,
i.e. to ensure and maintain price stability. Table 15.1 shows the composition of the
central bank’s balance sheet as at 31 December 2014.
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ASSETS

Average
annual return
-%-

LIABILITIES
Minimum required reserves 23.8%
(13.2% in lei, 10.6% in foreign currency)

Foreign assets
98.5%

1.33

Other assets 1.5%

-

lei: 0.8
foreign currency: 0.3

Currency in circulation 27.7%

-

Foreign liabilities 10.3%
(of which the IMF loan 7.1%)

1.39

Deposits of the State Treasury 24.9%
(4.2% in lei, 20.7% in foreign currency)
Table 15.1
NBR balance sheet structure
as at 31 December 2014

Average annual
interest rate
-%-

lei: 0.4
foreign currency: 0.24

Capital, reserves a.s.o. 9.1%

-

Other liabilities 4.2%

-

In 2014, foreign asset management resulted in an average annual return of 1.33 percent.
Given that in the case of most liabilities (sources of foreign assets) average annual
rates of interest (payable by the NBR) were lower than the annual return on assets
(receivable by the NBR), 2014 ended in an operating profit.
Consequently, the financial result reported by the NBR (profit) was directly and
significantly influenced by the favourable difference between the net income from
the management of foreign currency assets and liabilities and the net costs related
to the use of monetary policy tools on the domestic market; in 2014, net income
from the management of foreign currency assets and liabilities totalled lei 1,844,858
thousand, while net interest costs associated with monetary policy operations stood
at lei 135,244 thousand. Interest costs associated with monetary policy operations
hence represent the costs related to the achievement of the primary objective of the
central bank set by law, i.e. to ensure and maintain price stability.

3. Recognition of foreign currency asset/liability
management operations
At end-2014, the lei value of foreign assets increased by lei 1,362,029 thousand or
0.8 percent in year-on-year comparison (Chart 15.2).
The management of foreign currency assets and liabilities included the partial
repayment (SDR 7,429,562,500) during 2012-2014 of the tranches drawn2 by the
central bank in 2009, 2010 and 2011 from the loan granted by the IMF under the
Stand-By Arrangement concluded by Romania and the IMF in 2009. It is worth noting
that the interest rates on the IMF loan have been the most advantageous rates on
Romania’s loans so far. The loan was necessary to maintain an adequate level of
2
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The tranches drawn by the central bank are as follows: the first tranche in amount of SDR 4.37 billion – May 2009, part of the
second tranche worth SDR 859 million – September 2009, part of the third and fourth tranches totalling SDR 1.09 billion –
February 2010, the fifth tranche equalling SDR 768 million – June 2010, the sixth tranche in amount of SDR 769 million –
September 2010 and the seventh tranche worth SDR 769 million – January 2011. The second tranche of the IMF loan
totalling SDR 1.72 billion was equally divided between the National Bank of Romania and the Ministry of Public Finance in
September 2009, in compliance with Government Emergency Ordinance No. 99/2009. The same procedure was followed for
the third and fourth tranches (in total amount of SDR 2.18 billion) in February 2010, in compliance with Government
Emergency Ordinance No. 10/2010.
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lei billion; prices as at December 2014

180
150

international reserves so as to ensure
Romania’s external creditworthiness, a
sine qua non for the country’s financial
and foreign exchange stability.

120

The management of foreign currency
assets and liabilities also took into
60
account the exposure to the SDR
currency risk related to holding net
30
liabilities in this currency unit (due
0
to the loan granted by the IMF); thus,
2009
2010
2011
2012
2013
2014
the risk was covered via opposite
Source: NIS, NBR
exposures (net assets) in the currencies
included in the SDR basket, through economic hedging (mutual offsetting of the
related revaluation differences, which resulted in net unrealised gains as at
31 December 2014).
90

Chart 15.2
Foreign assets of the NBR
(inflation-adjusted year end data)

lei thousand

Table 15.2
Result of transactions
conducted in 2014

Income

Expenses

Profit/Loss

Foreign currency securities

1,365,314

1,168,169

197,145

Other foreign currency holdings and operations

2,381,740

733,698

1,648,042

Gold

-

329

-329

Total

3,747,054

1,902,196

1,844,858

In 2014, the management of foreign currency assets and liabilities generated income
equalling lei 3,747,054 thousand and expenses totalling lei 1,902,196 thousand, which
entailed a profit amounting to lei 1,844,858 thousand (Table 15.2).

4. Eﬀects of changes in the exchange rates
and in the market prices of international reserve assets
Given the objective need to preserve relatively high foreign exchange reserves and
a diversified currency composition of such reserves with a view to securing external
creditworthiness, the exchange rate movements of these currencies in international
markets generated unrealised losses arising from the revaluation of some foreign
currency positions, which were however markedly lower than those reported
in 2013.
At the end of the financial year, the effects of changes in the exchange rate of the leu
versus the euro and of the currencies making up foreign currency reserves versus
the euro are measured based on the difference between the revaluation rate3 and
the average cost of the currency positions held by the central bank. Under the
circumstances, mention should be made that the size of such effects is influenced by
3
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The revaluation rate is the exchange rate on the last business day of the month. It is used for the revaluation of foreign
currency positions, either long or short.
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one-off events, which may impact movements in exchange rates on the last day
of the year. In that case, the respective exchange rate levels are not likely to illustrate
longer-term trends.
Moreover, the effects of the changes in the market prices of international reserve
assets are measured based on the difference between the market price of assets
(gold and foreign currency securities) and their average cost or net average cost.
Thus, at end-2014 the NBR recognised in the special revaluation account significant
unrealised gains from the revaluation of foreign currency holdings, foreign currency
securities and monetary gold (in amount of lei 13,099,808 thousand). Likewise, the
central bank recognised under expenses unrealised losses (tantamount to lei 149,669
thousand) from the revaluation of JPY and GBP positions, as well as of some foreign
currency securities (Table 15.3).
lei thousand
Unrealised gains
(recognised in the special
revaluation account
under liabilities)
Foreign currency securities
Table 15.3.
Revaluation differences
as at 31 December 2014

Other foreign currency holdings

Unrealised losses
(recognised
in the profit
and loss account)

28,086

4,619

2,457,297

145,050

Gold

10,614,425

-

Total

13,099,808

149,669

Given the implementation of the International Accounting Standards specific to
central banks, acknowledged by the European Central Bank, in 2005-2014 unrealised
losses from the revaluation of foreign currency assets and liabilities at the end of each
financial year were recognised under expenses.

5. Conclusions
5.1. The financial position of the National Bank of Romania as at 31 December
2014 was further sustainable, on the back of the significantly positive equity
(lei 15,284,078 thousand; Table 15.4), up 25.8 percent from the end-2013 level
(lei 12,146,814 thousand), under the impact of the following factors:
▪ significant unrealised gains from the revaluation of monetary gold holdings as at
31 December 2014, i.e. lei 10,614,425 thousand (recorded under the “Special
revaluation account”), 19.2 percent higher than those reported at end-2013, due to
the higher gold price expressed in lei;
▪ operating profit tantamount to lei 1,270,132 thousand in 2014 as compared with the
previous year’s operating loss of lei 224,129 thousand.
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lei thousand
31 December 2014
Capital
Reserves
Special revaluation account
Result for the year
Table 15.4
Equity

31 December 2013

30,000

30,000

2,125,579

2,683,777

13,099,808

10,691,472

1,120,463

-1,258,435

Proﬁt distribution

-1,091,772

-

Total

15,284,078

12,146,814

5.2. The operating financial result, which reflects the outcome of the activity
performed by the National Bank of Romania, was an operating profit worth lei
1,270,132 thousand in 2014, chiefly following the higher profit generated by the
management of foreign currency assets and liabilities and the lower loss related to
monetary policy operations (Table 15.5).

Activity
Monetary policy
Management of foreign currency assets
and liabilities
Table 15.5
Operating result for financial
years 2013 and 2014

Currency issue and payment settlement
Other operations
Total operating result

Operating result (lei thousand)

Annual change

2014

2013

%

-135,244

-155,595

-13

1,844,858

330,857

458

-11,918

800

-

-427,564

-400,191

7

1,270,132

-224,129

-

5.3. Profit distribution for financial year 2014. The largest part of the said profit
was earmarked for covering the loss carried forward from financial year 2013,
i.e. lei 756,205 thousand. Moreover, an amount of lei 292,531 thousand, representing
a share of 80 percent of the bank’s net income, was transferred to the state budget.
In addition, a share of 60 percent, i.e. lei 43,036 thousand, of the remaining profit
worth lei 71,727 thousand was allocated to increase statutory reserves as at
31 December 2014.
The remainder of the amount totalling lei 28,691 thousand is to be distributed in 2015
in compliance with Article 43 in Law No. 312/2004 on the Statute of the National Bank
of Romania.
To sum up, acting for the public good in compliance with the regulations in place,
the National Bank of Romania ended 2014 in profit, on the back of the positive
contribution of the higher net income from the management of foreign currency
assets and liabilities, as well as of the lower costs related to monetary policy
operations.
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BALANCE SHEET AS AT 31 DECEMBER 2014
lei thousand
Note
Cash and other cash equivalents
Precious metals and stones, of which:
Non-monetary gold
Other precious metals and stones
Foreign assets, of which:

31 December 2014

31 December 2013

31,783

28,025

180,877

166,856

148,002

132,867

32,875

33,989

164,932,465

163,570,436

Current account in SDR with the IMF

4

71,755

125,079

Monetary gold

5

14,723,098

13,027,508

Demand deposits placed

6

5,966,622

8,216,062

Term deposits placed

7

10,433,716

26,618,844

Placements in foreign currency

8

2,030,261

1,793,487

Securities in foreign currency

9

116,631,316

100,984,220

Loans in foreign currency

10

8,743,615

7,320,720

Participating interests in international
ﬁnancial institutions

11

5,644,598

5,282,770

5,502,764

5,149,481

of which quota at the IMF
Other foreign assets TARGET2
Loans to domestic credit institutions,

12

687,484

201,746

0

999,991

0

1,011,791

of which:
Loans to domestic credit institutions
Loans under litigation
Provisions for credit risk – principal
Other assets
Loans to employees
Tangible and intangible ﬁxed assets

13

Inventories

25,009

13,209

(25,009)

(25,009)

1,734,517

2,235,778

68

84

1,398,646

1,508,145

3,912

4,859

Participating interests

14

2,321

2,321

Settlement account with the State Budget

15

273,353

686,932

33,372

13,851

16

18,422

18,057

66,119

56,206

17

(61,696)

(54,677)

520,476

809,015

526,544

815,083

Accruals and prepaid expenses
Revaluation diﬀerences for oﬀ-balance-sheet
items
Other assets
Provisions for other assets
Accrued interest receivable
Accrued interest receivable

18

Provisions for credit risk – interest

19

Total assets

(6,068)

(6,068)

167,400,118

167,810,101

Notes from page 229 to 259 are an integral part of these financial statements.
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BALANCE SHEET AS AT 31 DECEMBER 2014
lei thousand
Note
Currency in circulation

20

Foreign liabilities, of which:
Due to international ﬁnancial institutions
of which: due to the IMF

21

Demand deposits taken

31 December 2014

31 December 2013

46,368,866

40,344,409

17,174,298

31,166,226

11,875,356

26,184,720

11,874,802

26,184,231

30,002

46,372

Borrowings from banks and other
ﬁnancial institutions

22

8,850

12,748

Counterpart of special drawing rights
allocated by the IMF

23

5,260,090

4,922,386

46,777,976

52,829,085

22,015,049

28,349,250

9,532

22,725

Due to domestic credit institutions,
of which:
Current accounts of the domestic
credit institutions
Amounts withheld at court disposition
Deposits of the credit institutions
Foreign currency minimum reserves
Accounts of bankrupt credit institutions
Other liabilities TARGET2
Current account of the State Treasury

24

6,277,320

28,365

17,786,752

24,225,230

1,839

1,769

687,484

201,746

41,756,883

31,203,862

Other liabilities

19,486

16,917

Sundry creditors

17,155

15,444

85

69

Settlement account with the State Budget

142

102

Accruals and income collected in advance

954

146

Salaries and other personnel-related liabilities

Other liabilities
Accrued interest payable

25

Capital and reserves, of which:
Capital

1,150

1,156

18,531

102,788

15,284,078

12,146,814

30,000

30,000

Reserves

27

2,125,579

2,683,777

Special revaluation account

28

13,099,808

10,691,472

1,120,463

(1,258,435)

41

(1,091,772)

0

167,400,118

167,810,101

Proﬁt/loss for the year
Proﬁt distribution for the year
Total liabilities

The financial statements were approved by the Board of Directors on 6 May 2015 and
were signed on its behalf by:
Governor
Mr. Mugur Isărescu
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INCOME STATEMENT AS AT 31 DECEMBER 2014
lei thousand
Note

31 December 2014

31 December 2013

Interest income

29

1,344,983

1,562,717

Interest expense

30

(1,656,133)

(2,636,586)

Net interest expense

(311,150)

(1,073,869)

Fees and commissions income

31

114,755

119,444

Fees and commissions expense

32

(37,167)

(46,964)

77,588

72,480

Net income from fees and commissions
Net realized gains arising from foreign
currency operations

33

1,985,217

1,244,759

Net realized gains arising from securities
operations

34

46,009

28,548

Net realized losses arising from precious
metals operations

35

(356)

(373)

Unrealized losses from revaluation diﬀerences

36

Net result of financial operations
Currency issue expenses

37

(149,669)

(1,030,252)

1,881,201

242,682

(100,610)

(97,127)

Income/(expense) from provisions

(7,019)

415

Other expenses from speciﬁc operations

(2,868)

(1,978)

3,870

3,625

(106,627)

(95,065)

10,511

13,745

Other income from speciﬁc operations
Net result of specific operations
Other income
Staﬀ costs

(277,330)

(258,564)

Administrative expenses

(45,420)

(49,875)

Depreciation of tangible and intangible
ﬁxed assets

(50,727)

(51,606)

-

(4,054)

(57,583)

(54,309)

1,120,463

(1,258,435)

Unrealized losses from the revaluation
of land and buildings
Other operating expenses
Net profit/loss for the year

38

The financial statements were approved by the Board of Directors on 6 May 2015 and
were signed on its behalf by:
Governor
Mr. Mugur Isărescu
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Notes to the ﬁnancial statements for
the year ended at 31 December 2014
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 headquarters are located at
25 Lipscani Street, Bucharest, Romania. The Bank is managed by a Board of Directors.
The executive management of the Bank comprises the Governor, the First Deputy
Governor and two Deputy Governors. The Parliament appoints the members of the
Board of Directors for a period of five years. The Bank is fully owned by the Romanian
state. The actual number of employees as at 31 December 2014 is of 1,863
(31 December 2013: 1,867 employees).
In 2014, the Bank’s operations were governed by Law no. 312/2004 on the Statute of
the National Bank of Romania, effective since 31 July 2004, except for a number of
provisions related to statutory financial reporting that became effective commencing
on 1 January 2005. The purpose of Law No. 312/2004 is to ensure the compliance
of the NBR statute with the European Union legislation and, particularly, with the
provisions of the European Community Treaty regarding the independence of the
central bank.
In accordance with the legislation in force, the primary objective of the Bank is to
ensure and maintain price stability. Furthermore, the Bank has the exclusive right
to issue banknotes and coins and the responsibility to regulate and supervise the
Romanian banking system.

2. Significant accounting policies
a) Statement of compliance
The financial statements of the NBR are prepared in accordance with Norm No. 1/2007
on organizing and conducting the accountancy of the National Bank of Romania,
as subsequently amended and supplemented (Norms Nos. 1/2008, 3/2008, 1/2010,
2/2010, 4/2011 and 1/2014) and include the balance sheet, the income statement
and the explanatory notes. NBR Norm No. 1/2007 as subsequently amended and
supplemented lays down the basic accounting principles and rules, the structure
and the content of the annual financial statements and its general purpose is the
compliance with the provisions of the accounting standards applicable to central
banks and recognized by the European Central Bank, i.e. Guideline ECB/2006/16,
Guideline ECB/2008/21, Guideline ECB/2009/28, Guideline ECB/2010/20.
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b) Basis of preparation
The financial statements are prepared on a going concern basis and are presented
in Romanian lei (RON), rounded to the nearest thousand. Income and expenses are
recognized in the accounting period in which they are earned or incurred, according
to the accruals principle.
c) Transfer of the Bank’s net revenues to the State Budget
The Bank is exempt from paying income tax, but, in accordance with Law
No. 312/2004, it distributes a share of 80 percent of its net revenues to the State
Budget on a monthly basis. This quota applies to the net revenues after deducting
the expenses related to the financial year (except for other than credit risk provision
expenses) and the loss related to previous financial years that remained uncovered
from other available sources.
Starting September 2014, on the basis of net revenues, the Bank booked the state’s
corresponding 80 percent share. The adjustments related to the financial year 2014
are performed by the deadline for submission of the annual balance sheet, according
to the law, based on a special rectifying statement.
In 2013, no payment was necessary for the state’s corresponding 80 percent share of
the net revenues.
d) Significant accounting principles
Substance over form: transactions are accounted for and presented in accordance with
their substance and economic reality and not merely with their legal form.
Prudence: the valuation of assets and liabilities, as well as the revenues and expenses
recognition, is carried out prudently. However, prudence does not allow for a deliberate
understatement of assets and income or overstatement of liabilities and expenses.
Going concern principle: the NBR, as the central bank of Romania, will continue to
operate in the foreseeable future.
Comparability: the criteria for the evaluation of the balance sheet items and for
the recognition of results must be consistently applied in order to ensure the
comparability of data in the financial statements.
Events subsequent to the balance sheet date: 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 these events 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
stakeholders to make proper evaluations and to take economic decisions.
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Materiality: deviations from the accounting rules, including those affecting the income
statement, are allowed only if they can reasonably be judged to be immaterial for the
overall context and for the presentation of the Bank’s financial statements.
The accruals principle: income and expenses are recognized in the accounting period
in which they are earned or incurred and not in the period in which they are collected
or paid.
e) Estimates
In preparing the financial statements in accordance with the provisions of Norm
No. 1/2007, as subsequently amended and supplemented, the management is
required to make estimates and assumptions that affect the reported amounts of
assets, liabilities, revenues and expenses for the reporting 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.
Although these individual estimates carry a degree of uncertainty, their cumulative
effect on the financial statements is deemed immaterial.
f) Recognition of assets and liabilities
Financial and other types of assets/liabilities are recognized in the balance sheet only
when:
▪ it is probable that future economic benefits associated with the asset/liability will flow
to or out of the Bank’s patrimony;
▪ all the risks and benefits associated with the asset/liability have been effectively
transferred to/from the Bank; and
▪ the value of the asset/liability can be reliably measured.
Financial assets and liabilities are initially recognized at acquisition value, as presented
hereinafter.
g) Foreign currency position
The foreign currency position represents the net balance in a certain currency,
determined as the difference between total receivables (balance sheet assets and
off-balance-sheet accounts similar to assets) and total payables (balance sheet
liabilities and off-balance-sheet accounts similar to liabilities) denominated in the
respective currency, with some exceptions. Monetary gold is considered a foreign
currency, representing the gold position.
Starting 31 December 2010, the Bank has been applying Norm No. 2/2010 amending
and supplementing Norm no. 1/2007 on organizing and conducting the accountancy
of the National Bank of Romania, as subsequently amended and supplemented,
effective starting with the annual financial statements for the year 2010, which
includes the following provisions:
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▪ the SDR currency is considered a distinct currency; transactions that affect the SDR
net position are either denominated in SDR or transactions that follow the structure of
the SDR basket;
▪ for the SDR economic hedging operation, the Bank designates the holdings
denominated in each of the currencies composing the SDR basket, evaluated at the
average cost existing prior to the annual revaluation (as at the end of the year);
▪ as at the end of the year, the net SDR position includes both the SDR holding and the
designated holdings denominated in the individual currencies composing the SDR
basket. The aforementioned holdings shall be treated jointly as a single net foreign
currency position;
▪ as at the end of the year, the Bank may perform the SDR economic hedging operation,
which consists in recording the SDR position revaluation result after cumulating it
with the revaluation result of the individual holdings denominated in the currencies
composing the SDR basket, designated according to the SDR basket structure.
The items that are not included in the foreign currency position are: cash in foreign
currency, foreign currencies in transit, sundry creditors, sundry debtors, settlement
accounts and prepayments.
h) Average cost method
The average cost method applies to the following:
▪ the foreign currency position, including SDR;
▪ the monetary gold position;
▪ the foreign currency securities portfolio – for each ISIN/CUSIP (security series).
The average cost of the foreign currency holdings is calculated daily as an indirect
foreign exchange quotation (RON/1 foreign currency unit). As for the long foreign
currency position, net purchases of currencies made during the day, considered at
the average cost of the purchases made during the day, are added to the previous
day’s closing balance, in order to determine the new average cost of the position.
In the case of net sales, the average cost of the foreign currency position remains
unchanged. The same principles apply to the gold holdings.
The average cost of the foreign currency securities holdings is determined for each
ISIN/CUSIP (security series) by dividing the transaction value of the entire holding
by the nominal value of the holding. For each security series, all purchases made
during the day are added to the previous day’s holding to determine a new weighted
average cost.
The net average cost of the foreign currency securities holdings is determined for each
security series by dividing the holding at average cost – adjusted with the cumulated
premium or discount amortization – by the corresponding nominal value of the
holding. Premiums or discounts resulting from the purchase of securities are amortized
over the remaining life of the securities using the internal rate of return method.
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The gains or losses resulting from transactions in foreign currency or monetary gold/
silver and from transactions with foreign currency securities are determined based on
the average cost of the respective holding (Note 2i and Note 2j).
In accordance with the revaluation procedure (Note 2p), at the end of the financial
year, the revaluation rate and the revaluation price of the securities become the new
average cost of the foreign currency holding and the new net average cost of the
foreign currency securities, provided that unrealized losses for the respective foreign
currency position or holding of ISIN/CUSIP were recorded as expenses as at
31 December.
i) Foreign currency transactions
The operations denominated in foreign currency are converted into RON at the
official exchange rate valid on the trade date. The monetary assets and liabilities
denominated in foreign currency at the balance sheet date are converted into RON
at the exchange rate valid at that date.
Forward and spot foreign currency purchases and sales performed as part of foreign
currency/RON swaps are recognized in off-balance-sheet accounts on the trade date
until the settlement date at the spot rate of the transactions, being recognized in
balance sheet accounts on the settlement date. The difference between spot and
forward rates is treated as interest payable or receivable. The foreign currency position
is affected by the accrued interest payable or receivable denominated in foreign
currency.
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
realized gain/loss calculated as follows:
▪ if the daily acquisitions exceed the daily sales, 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 the daily sales exceed the daily acquisitions, the gain/loss arising from the daily sales
is computed as the sum of the following:
–

the gain/loss arising from the 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;

–

the gain/loss arising from the sales covered by the previous day’s foreign currency
holdings, computed as the net daily 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.

In the case of the short position of a foreign currency or gold, the reverse treatment
to the above-mentioned approach is applied. Thus, the average cost of the liability
position is affected by net outflows, while net inflows reduce the position to the
existing average cost and generate realized gains or losses.
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j) Foreign currency securities
Premiums/discounts arising from the securities acquisitions are amortized over the
remaining life of the securities using the internal rate of return method.
The amortization of the discount/premium is booked daily based on the accruals
principle and is disclosed as part of the interest income/expense. The accrued interest
receivable on securities in foreign currency is calculated and recorded on a daily basis,
based on the accruals principle, being converted into RON at the Bank’s exchange rate
of the day.
The gain/loss arising from the sale of securities is determined as the nominal value
of the securities sold multiplied by the difference between the sale 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 securities sold
multiplied by the difference between the sale price and the net average cost of the
respective security – booked in the income statement on the settlement date;
▪ the interest rate effect, representing the nominal value of the securities sold
multiplied by the difference between the net average cost and the average cost of the
respective security – booked in the income statement through the daily amortization
of the related premiums/discounts on foreign currency securities.
The gain/loss from the mark-to-market revaluation is determined as the difference
between the market price and the net average cost.
k) Loans to domestic credit institutions and other entities
Loans are disclosed in the balance sheet at the value of the outstanding principal,
adjusted with the provision for credit risk in order to reflect the recoverable amount.
Likewise, this balance sheet item includes the loans granted to credit institutions
based on securities transfers under a repurchase agreement.
l) Participating interests
In accordance with Norm No. 1/2007, as subsequently amended and supplemented,
the participating interests, including those reflecting a significant influence, are
booked at cost; these financial statements are not consolidated.
m) Tangible and intangible fixed assets
The tangible and intangible fixed assets are presented in the financial statements at
cost or revalued cost, less any accumulated depreciation or amortization.
At least every 3 years, the fixed assets in the categories Buildings and Land are
revaluated. The resulting unrealized gains are booked under Reserves if no previous
decrease was recognized as an expense; unrealized gains are booked as income to
compensate the previous expense representing a decrease in the asset value.
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The resulting unrealized losses are offset against the previous unrealized gains for
each asset; the remaining unrealized losses are booked as expenses.
All maintenance and current repair operations (which do not upgrade the initial
characteristics of fixed assets), the periodical and occasional technical inspections, the
service operations are recognized in the income statement, irrespective of their value;
their value is not included in the value of the fixed assets.
Other repair costs are booked in the income statement if their individual value
is lower than the threshold laid down in Norm No. 1/2014; if the individual value
of these operations is equal to or higher than the aforementioned threshold and
the operations improve the technical parameters of the fixed assets, or they are
mandatory for securing the normal functioning of the assets, these costs increase the
value of the fixed assets.
Any expenses related to the replacement of components/parts at various times
are booked in the income statement if their individual value is lower than the
threshold laid down in Norm no. 1/2014; if their individual value is higher than the
aforementioned threshold, the costs increase the value of the fixed assets.
Expenses related to construction of property are capitalized and depreciated once the
assets are put in use.
In 2013, expenditure incurred to replace a component of an item of tangible fixed
assets, including the modernization expenditure, was also capitalized. All other
expenditure (repairs, maintenance) was charged to the income statement as incurred,
representing operating expenses.
The depreciation is calculated on a straight line basis over the estimated useful life of
each class of tangible assets. The depreciation is accounted for as a write-down of the
value of the property and equipment items. Land is not depreciated. The legal useful
life of each category is as follows:
Buildings
Equipment

20-60 years
5-20 years

Motor vehicles

5 years

Computer equipment

3 years

n) Adjustments for the impairment of assets
As part of its monetary and exchange rate policies, the Bank is entitled to grant loans
to domestic credit institutions. The Bank makes provisions for the impairment of such
loans, in accordance with its own norms, drawn up under the approval of the Board of
Directors and the advisory approval of the Ministry of Public Finance.
Adjustments for the impairment of loans are charged to the income statement as
specific expenses and are offset against the carrying value of the loans and accrued
interest receivable.
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Loans are written off and charged to the income statement as they become
unrecoverable and all the legal procedures have been carried out for their recovery.
The adjustments for the impairment of assets, other than those for credit risk, are
deducted from the profit remaining after transferring to the State Budget the share
of 80 percent of the Bank’s net revenues. Financial assets are reviewed to determine
whether there is any indication of impairment. If any such indication occurs, the
asset’s recoverable amount is estimated. An impairment loss is recognized whenever
the carrying amount of an asset exceeds its recoverable amount.
The adjustments for the impairment of tangible and intangible fixed assets are
fully/partially reversed if there has been a change in the estimates previously used
to determine the recoverable amount of the respective assets. A provision for
impairment is fully/partially reversed only to the extent that the asset’s carrying
amount does not exceed the net carrying amount that would have been determined
if no impairment provision had been recognized in previous years.
o) Currency in circulation
The Bank elaborates the program for banknote and coin issuance and provides the
related printing, distribution and management services for the currency reserve, in
order to meet the cash requirements in accordance with the real needs for currency
in circulation.
Currency in circulation is booked at the nominal value of the banknotes and coins
which are actually put into circulation.
The costs of printing banknotes and minting coins are booked as expenses on the
date of reception in the reserve fund.
p) Revaluation
The revaluation of long and short currency positions is performed on a monthly
basis and is booked in the special revaluation account, as the difference between
the revaluation rate (the official exchange rate calculated and published on the last
working day of the month) and the average cost of the foreign currency position.
The assets (quota at the IMF) and liabilities (allocations and the deposit from the IMF)
denominated in SDR are also revalued on 30 April and 31 December, based on the
exchange rates communicated by the International Monetary Fund.
The mark-to-market is performed on a monthly basis both for the holdings of
monetary gold/silver and for the foreign currency securities, with the exceptions
listed below; the revaluation differences are recorded in balance sheet adjustments
accounts. The revaluation of gold is performed based on the price in RON per defined
weight unit of gold, derived from the RON/USD revaluation rate and the fixing price
on the London Bullion Market. The revaluation of securities denominated in foreign
currency is performed by comparing the mid-market price at the end of the last
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working day of the month with the net average cost of the respective foreign currency
security holding. Short-term securities consisting in commercial paper (which are not
traded on a secondary market) are booked at cost plus cumulative discount.
Offsetting unrealized losses on securities, currency or gold against unrealized gains
on other securities, currency or gold is not allowed.
At the end of the financial year, the unrealized losses resulting from the revaluation
of assets and liabilities are charged to the income statement without the possibility
of subsequent offsetting against new unrealized gains obtained in future financial
periods.
Subsequently, if unrealized losses have been recorded as expenses for a certain
foreign currency position or holding of securities, the average cost of the respective
foreign currency position and the net average cost of the foreign currency securities
are written down to the revaluation rate and the revaluation price respectively.
The unrealized gains obtained at the end of the year are booked in the special
revaluation account.
At the end of the financial year, the SDR revaluation differences are offset against
revaluation differences for the foreign currency holdings designated for hedging
against the SDR exchange rate risk (Note 2g) and the resulting net unrealized losses
are booked as expenses.
q) Pension obligations and employee benefits
The Bank makes payments to the Romanian state funds for its Romanian employees
for pension, healthcare and unemployment benefits. During 2014, as well as during
the previous years, all the employees of the Bank were included in the state pension
system. Also, starting with the year 2007, according to the legal framework, all the
eligible employees of the Bank have been included in the private pension system.
In compliance with the collective labor agreement currently in force, on the
retirement of its employees, the Bank pays benefits based on the salary as at the date
of retirement. The collective labor agreement is subject to the annual approval of the
Board of Directors. The Bank recognizes the retirement benefits on the date they are
actually owed to the employees of the Bank.
r) Income and expense recognition
Income and expenses are recognized in accordance with the accruals principle. The
losses or gains arising from the sale of foreign currency, gold or securities holdings are
accounted for in the income statement. These realized gains/losses are determined as
the difference between the sale price and the average cost of the respective asset.
The unrealized revaluation gains are not recognized as income, but they are booked
in the special revaluation account.
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At the end of the year, the unrealized losses are charged to the income statement if
they exceed the revaluation gains previously recorded in the corresponding special
revaluation account. There is no netting of unrealized losses on securities, currency or
gold against unrealized gains on other securities, currency or gold, except for the SDR
economic hedging operation (Note 2g and Note 2p).
The commitment fees charged under the precautionary Stand-By Arrangement
signed in 2011 between Romania and the International Monetary Fund, with
extension to June 2013, and the commitment fee charged under the precautionary
Stand-By Arrangement signed for September 2013 – September 2015 are accrued
monthly and booked as expenses.
s) Capital and statutory reserves
The capital is fully owned by the Romanian state and is not divided into shares.
As at 31 December 2014 and 31 December 2013 the Bank’s capital amounted to
RON 30,000 thousand.
The statutory reserves were set up on 1 January 2005, in accordance with Law
No. 312/2004, incorporating the remaining balance of the reserve fund.
As at 1 January 2014, the statutory reserves (31 December 2013: RON 502,230
thousand) were entirely used to cover the loss recorded as at 31 December 2013 (RON
-1,258,435 thousand). As at 31 December 2014, the statutory reserves were increased by
distributing 60 percent of the 2014 profit that remained after covering the loss carried
forward and paying to the state its share of 80 percent of the Bank’s net revenues.
t) Profit distribution / Loss coverage
The 2014 remaining profit is distributed in accordance with Law No. 312/2004 on the
Statute of the National Bank of Romania (Note 41).
The loss recorded as at 31 December 2013 was covered in accordance with the
provisions of Law No. 312/2004 on the Statute of the National Bank of Romania
(Note 41).

3. Risk management policies
The main risks associated with the activities of the Bank are financial and operational
risks, arising from the responsibility of the Bank to ensure and maintain price stability.
The main 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 as a result of its trading, lending and investment
activities.
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The credit risk associated with trading and investment activities is managed through
the Bank’s market risk management procedures. The risk is mitigated by selecting
counterparties with the highest credit ratings, monitoring their activities and ratings,
as well as by using the exposure limits method.
The eligible issuers approved by the Board of Directors as part of the multi-annual
foreign reserves management strategy for 2011-2015 are: (i) the US government;
(ii) government agencies or agencies sponsored by the US government;
(iii) governments of the European Union Member States; (iv) government agencies
or agencies sponsored by the European Union Member States governments;
(v) the Japanese government; (vi) other AAA-rated governments; (vii) supranational
institutions; (viii) private entities issuing asset-backed bonds.
b) Liquidity risk
The Bank is the lender of last resort to credit institutions in Romania. The main
objective of its daily operations is to ensure adequate liquidity on the domestic
market.
The Bank also manages the foreign currency reserves, through planning and
diversification, in order to ensure that foreign exchange obligations are timely met.
c) Interest rate risk
The Bank is exposed to interest rate risk mainly due to adverse changes in the market
interest rates to the extent that the interest-earning assets and interest-bearing
liabilities become due, the market value of assets/liabilities is affected by the interest
rate fluctuations or to the extent that the interest rate changes periodically.
For financial assets and liabilities denominated in RON, the Bank endeavors to match
the current interest rates available on the market. Obtaining a positive margin is not
always possible, given that the levels of these assets and liabilities are dictated by the
objectives of monetary policy. However, the Bank constantly monitors the costs of
implementing this policy against the estimated benefits.
As part of Romania’s international reserve management, the interest rate risk is
managed both by setting target average durations for portfolios and deviation limits
of these exposures and by diversifying maturities and issuers. For identifying the
admissible strategic risk parameters, the following items are taken into consideration:
the NBR’s role, objectives and risk tolerance, the assets and liabilities profile of the
Bank, interest rate perspectives and other relevant considerations. As part of the
multi-annual strategy for Romania’s international reserves, approved by the Board
of Directors of the Bank for the period 2011-2015, an average duration of up to six
months was established both for the entire foreign currency reserve and for each
foreign currency. In November 2012, the Board approved the increase in the average
duration for the euro holdings from 6 months to 8.5 months.
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d) Currency risk
The Bank is exposed to currency risk through its foreign currency transactions.
The main net assets held by the Bank are denominated in EUR and USD and the main
net liabilities held by the Bank are denominated in SDR. Due to the volatility of the
exchange rate and of the financial markets, there is a consequent risk of decrease/
increase in the RON value of the monetary assets/liabilities denominated in foreign
currency. Open foreign exchange positions represent a source of currency risk.
Within the limits of its objectives of managing foreign currency reserves, in order to
avoid losses arising from adverse changes in exchange rates, the Bank is currently
pursuing a policy of diversifying its portfolio, so as to ensure a balanced foreign currency
distribution. Also, on 31 December 2014 and 31 December 2013, the Bank performed
the economic hedging operation for protection against the SDR currency risk (Note 2g).
The assets and liabilities denominated in EUR, USD and other foreign currencies as at
the balance sheet date are presented in Note 39.
The revaluation rates of the main foreign currencies at the end of the year were:
Currency

31 December 2014

31 December 2013 % increase (decrease)

Euro (EUR)

1: RON 4.4821

1: RON 4.4847

(0.06)

US Dollar (USD)

1: RON 3.6868

1: RON 3.2551

13.26

Special Drawing Rights (SDR)

1: RON 5.3402

1: RON 5.0178

6.43

4. Current account in SDR with the IMF
Each IMF member state has an SDR current account with the International Monetary
Fund (IMF) used for loan agreements and other related operations between member
states and the IMF. This account bears the same interest rate as the IMF’s SDR
allocations.

5. Monetary gold
lei thousand
31 December 2014

31 December 2013

Gold bullions in standard form

3,967,240

3,510,593

Coins

2,048,980

1,811,694

Deposits abroad

8,706,878

7,705,221

14,723,098

13,027,508

Total

As at 31 December 2014, the Bank has gold deposits abroad amounting to
RON 8,706,878 thousand (31 December 2013: RON 7,705,221 thousand). As at
31 December 2014 the gold revaluation price was RON 142.164 per gram and the
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Bank’s total gold holdings amounted to 103,563.7 kg (as at 31 December 2013, the
revaluation price was RON 125.809 per gram and the Bank’s gold holdings amounted
to 103,549.3 kg).

6. Demand deposits placed
lei thousand
31 December 2014

31 December 2013

Demand deposits with international ﬁnancial institutions

2,590,468

214,961

Demand deposits with central banks

3,375,601

8,001,084

Demand deposits with foreign banks

553

17

5,966,622

8,216,062

Total

On 4 July 2011, the Bank implemented TARGET2-România (Trans-European Automated
Real-time Gross Settlement Express Transfer System). TARGET2 represents a channel
for processing the interbank payments in euro performed by banks on their own
behalf or on behalf of their customers.
As at 31 December 2014, the item “Demand deposits with central banks” contains
mainly the demand deposit held with a central bank outside the European Union
amounting to RON 3,347,152 thousand (representing JPY 108,441,398 thousand), the
Bank’s balance as a direct participant in TARGET2 amounting to RON 14,563 thousand,
representing EUR 3,249 thousand (31 December 2013: RON 7,946,285 thousand,
representing EUR 1,771,865 thousand) and other deposits.
As at 31 December 2014, the Bank’s balance with the BIS amounts to RON 2,590,468
thousand (31 December 2013: RON 214,961 thousand), representing the equivalent
of EUR 575,995 thousand (31 December 2013: EUR 46,031 thousand), USD 6 thousand
(31 December 2013: USD 6 thousand) and CHF 2,356 thousand (31 December 2013:
CHF 2,327 thousand).
The breakdown of the other demand deposits by currency is presented in Note 39.

7. Term deposits placed
lei thousand

Term deposits with central banks
Term deposits with international institutions
Total

31 December 2014

31 December 2013

8,897,578

8,969,400

1,536,138

17,649,444

10,433,716

26,618,844

As at 31 December 2014, the term deposits held with central banks include the
deposits held with a central bank in the European Union amounting to RON 8,897,578
thousand, representing EUR 1,985,136 thousand (31 December 2013: RON 8,969,400
thousand – the equivalent of EUR 2,000,000 thousand).
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The term deposits held with international institutions include the deposits held with
a non-European Union financial institution in amount of RON 1,536,138 thousand,
representing GBP 267,480 thousand (31 December 2013: RON 17,649,444 thousand
– the equivalent of EUR 500,000 thousand, USD 3,750,000 thousand and GBP 594,750
thousand).

8. Placements in foreign currency
lei thousand
31 December 2014

31 December 2013

Placements with the World Bank, of which:
– demand deposits with the Fed
– securities
Total

163,278

2,695

1,866,983

1,790,792

2,030,261

1,793,487

In 2002, the Bank and the International Bank for Reconstruction and Development
(IBRD) concluded an investment management agreement providing the IBRD with the
role of an investment advisor and agent for the Bank’s foreign assets management,
up to the limit of 20 percent of the foreign reserves of the Bank. As at 31 December
2014, the deposits managed by the IBRD amounted to RON 163,278 thousand – the
equivalent of USD 44,287 thousand (31 December 2013: RON 2,695 thousand – the
equivalent of USD 827 thousand).
As at 31 December 2014, the placements of securities managed by the World Bank,
in accordance with the investment management agreement, amounted to RON
1,866,983 thousand, the equivalent of USD 506,397 thousand (31 December 2013:
RON 1,790,792 thousand, the equivalent of USD 550,150 thousand) and are in
compliance with the policies for international reserve management as described in
Note 3.

9. Securities in foreign currency
lei thousand
31 December 2014

31 December 2013

Discount treasury bills – European Treasuries

43,095,941

30,332,520

Discount treasury bills – European government agencies

15,021,402

2,052,282

-

5,362,205

4,457,333

-

Coupon treasury bills – US Treasury

12,386,668

11,719,961

Coupon treasury bills – European Treasuries

25,634,400

40,203,572

Coupon treasury bills – European government agencies

12,365,252

-

-

6,610,604

3,670,320

4,703,076

116,631,316

100,984,220

Discount treasury bills – Japan Treasury
Discount treasury bills – International ﬁnancial institutions
(EIB, IBRD, NIB, EBRD)

Coupon treasury bills – Credit institutions and banks
Coupon treasury bills – International ﬁnancial institutions
(EIB, IBRD, NIB, EBRD)
Total
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As at 31 December 2014, the foreign currency securities portfolio amounts to RON
116,631,316 thousand (31 December 2013: RON 100,984,220 thousand).
Coupon securities issued by European Treasuries, the US Treasury, financial
institutions and credit institutions bear fixed interest rates.
As at 31 December 2014, short-term securities consisting in commercial paper
(booked at cost plus cumulative discount disclosed as interest receivable) amounted
to RON 15,021,402 thousand – the equivalent of EUR 2,241,122 thousand and
USD 1,349,808 thousand (31 December 2013: RON 1,075,848 thousand – the equivalent
of GBP 199,927 thousand and RON 976,434 thousand – the equivalent of USD 299,971
thousand).

10. Loans in foreign currency
As at 31 December 2014, the Bank’s placements with the FED amounted to RON
8,743,615 thousand – the equivalent of USD 2,371,600 thousand (31 December 2013:
RON 7,320,720 thousand – the equivalent of USD 2,249,000 thousand).

11. Participating interests in international financial institutions
lei thousand

Romania’s quota at the IMF
Participating interest in the Bank for
International Settlements
Participating interest in the European Central Bank
Total

31 December 2014

31 December 2013

5,502,764

5,149,481

94,484

88,780

47,350

44,509

5,644,598

5,282,770

This item comprises the national funds representing the participating interests in
other international financial institutions. No adjustment for impairment was needed.
In accordance with Law No. 97/1997, the Bank exercises all the rights and obligations
arising from Romania’s membership of the IMF. As an exception, tranches II, III and IV
of the IMF loan were equally divided in 2009 and 2010 between the Bank and the
Ministry of Public Finance; the corresponding rights and obligations were assumed
by each institution for its part of the loan, in accordance with the provisions of
Law No. 72/16.04.20101.

1
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Law No. 72/16.04.2010 approving Government Emergency Ordinance No. 10/2010 ratifying the Letter of intent signed by the
Romanian authorities in Bucharest on 5 February 2010 and approved by the Decision of the IMF Board of 19 February 2010
and amending Government Emergency Ordinance No. 99/22.09.2009 regarding the ratification of the Stand-By Arrangement
between Romania and the IMF, agreed by the Letter of intent sent by the Romanian authorities, signed in Bucharest on
24 April 2009, and by the Decision of the IMF Board of 4 May 2009, and by the additional Letter of intent signed by the
Romanian authorities on 8 September 2009 and approved by the Decision of the IMF Board of 21 September 2009.
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At 31 December 2014 and 31 December 2013, Romania’s participation quota at the
IMF amounted to SDR 1,030 million. The Bank acts as a depository for the deposits of
the IMF related to the participation.

12. Loans to domestic credit institutions
lei thousand
31 December 2014

31 December 2013

-

1,011,791

Loans to domestic credit institutions
Loans under litigation
Provisions for credit risk – principal

25,009

13,209

(25,009)

(25,009)

-

999,991

Total

As at 31 December 2014, the loans under litigation include the loan amounting to
RON 11,800 thousand granted to Credit Bank S.A., a bankrupt bank, according to
Emergency Ordinance no. 26/2000 regarding the authorization of the National Bank
of Romania to grant a loan to cover public demands for the withdrawal of deposits
with the “Renașterea Creditului Românesc” Bank – Credit Bank S.A. (31 December
2013: RON 11,800 thousand) and the loan granted by the Bank to Credit Bank S.A.
prior to its bankruptcy, both loans being granted prior to the year 2000.
As at 31 December 2014 and 31 December 2013, the provision for credit risk included
the provision made by the Bank for the loan in amount of RON 11,800 thousand
granted to Credit Bank S.A. and for the loan in amount of RON 13,209 thousand
granted to the aforementioned bank.

13. Tangible and intangible fixed assets
lei thousand
Land and
buildings

Equipment

1,408,705

123,653

19,288

16,102

Work in
progress

Intangible
assets

Total

30,861

48,920

1,612,139

10,717

10, 375

56,482

Cost or revalued amount
As at 31 December 2013
Additions
Disposals

-

(1,675)

(17,580)

(528)

(19,783)

(97,656)

-

-

-

(97,656)

1,330,337

138,080

23,998

58,767

1,551,182

2,407

67,049

-

34,538

103,994

30,014

13,344

-

7,369

50,727

-

(1,657)

-

(528)

(2,185)

32,421

78,736

-

41,379

152,536

As at 31 December 2013

1,406,298

56,604

30,861

14,382

1,508,145

As at 31 December 2014

1,297,916

59,344

23,998

17,388

1,398,646

Revaluation losses
As at 31 December 2014
Accumulated depreciation
or amortization
As at 31 December 2013
Depreciation/amortization for the year
Disposals
As at 31 December 2014
Net book value
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As at 31 December 2014, the category Equipment includes fixed assets acquired
through finance lease in gross amount of RON 8,850 thousand (31 December 2013:
gross value of contracts – RON 12,689 thousand). No new finance lease contract was
signed by the Bank in 2013 and 2014.
As at 31 December 2013, the land and buildings were revalued by an ANEVAR
accredited evaluator, in accordance with the recommendations of the International
Valuation Standards (IVA 3 – “Valuation of public sector assets for financial reporting”).
The market value was estimated using the methods selected by the evaluator
(market comparison approach, income capitalization approach, net replacement cost
method). As at 31 December 2013, the accumulated depreciation was removed from
the gross carrying amount and the net carrying value was set at the revaluation value.

14. Participating interests
The participating interests are accounted for at cost, in accordance with the provisions
of Norm No. 1/2007, as subsequently amended and supplemented; thus, these
financial statements are not consolidated.
The participating interests amounting to RON 2,321 thousand (both as at 31
December 2014 and as at 31 December 2013) include the shares held by the Bank in
TRANSFOND S.A. (a 33 percent stake, representing RON 2,240 thousand both as at
31 December 2014 and as at 31 December 2013) – a joint-stock company providing
settlement services for the local banks’ interbank transactions – and 8 shares held by
the Bank in the share capital of SWIFT, as a result of the reallocation performed on 20
February 2006; the number of shares in the capital of SWIFT was not modified by the
reallocation procedure performed in 2008. As at 31 December 2014, the SWIFT shares
have a carrying value of EUR 18 thousand – RON 81 thousand (31 December 2013:
EUR 18 thousand – RON 81 thousand). No adjustment for impairment was needed.
A summary of the audited financial statements of TRANSFOND S.A. is disclosed in the
table below:
lei thousand
31 December 2014

31 December 2013

Equity

140,360

139,089

Total assets

145,512

146,280

13,874

12,603

Net proﬁt for the year

15. Settlement account with the state budget
The balance as at 31 December 2014 and 31 December 2013 comprises mainly
the state’s share of 80 percent of the net revenues of the Bank, which was settled
according to the legal provisions by the end of March 2015.
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16. Revaluation differences for off-balance-sheet items
As at 31 December 2014, the Bank had spot transactions accounted for in off-balancesheet accounts. These balances are revalued on a monthly basis and the revaluation
result is booked in the balance sheet. As at 31 December 2014, the revaluation result
amounted to RON 18,422 thousand (31 December 2013: RON 18,057 thousand).

17. Provisions for other assets
lei thousand
31 December 2014

31 December 2013

58,208

51,392

3,488

3,285

61,696

54,677

Provisions for:
Guarantees paid by the NBR
for Credit Bank S.A. (a)
Other provisions related to assets (b)
Total

a) As at 31 December 2014, the RON equivalent of the guarantees paid by the Bank s a
guarantor for Credit Bank S.A. amounted to RON 58,208 thousand (31 December 2013:
RON 51,392 thousand). These foreign currency guarantees were revalued as at 31
December 2014 and 31 December 2013.
b) This item includes mainly the provisions against sundry debtors in litigation.
The provisions under a) and b) represent adjustment figures for the balance sheet
items included in “Other assets”.

18. Accrued interest receivable
lei thousand
31 December 2014

31 December 2013

518,062

806,051

Accrued interest receivable from:
Foreign currency securities
Foreign currency deposits and placements

1,973

2,421

Loans granted to banks

6,068

6,068

Other assets
Total

441

543

526,544

815,083

19. Provisions for credit risk – interest
As at 31 December 2014 and 31 December 2013, the provision for credit risk,
amounting to RON 6,068 thousand, was maintained; it refers to the interest receivable
for the loan granted to Credit Bank S.A., in accordance with Emergency Ordinance
No. 26/2000 regarding the authorization of the National Bank of Romania to grant
a loan to cover public demands for the withdrawal of deposits with the “Renașterea
Creditului Românesc” Bank – Credit Bank S.A.
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20. Currency in circulation
lei thousand

Banknotes
Coins
Total

31 December 2014

31 December 2013

45,985,965

39,996,457

382,901

347,952

46,368,866

40,344,409

21. Due to the IMF
lei thousand

IMF deposits
Financing Agreements
Total

31 December 2014

31 December 2013

5,502,783

5,149,499

6,372,019

21,034,732

11,874,802

26,184,231

As at 31 December 2014, the borrowing from the IMF amounts to SDR 1,192,938
thousand – the equivalent of RON 6,372,019 thousand. The aforementioned balance
moved down SDR 3,015,250 thousand – the equivalent of RON 16,105,814 thousand
from 31 December 2013, as a consequence of the payments made during the year
2014, in conformity with the Stand-By Arrangement signed in 2009 between Romania
and the International Monetary Fund (31 December 2013: SDR 4,208,188 thousand –
the equivalent of RON 21,034,732 thousand).

22. Borrowings from banks and other financial institutions
As at 31 December 2014, the Bank has borrowings amounting to RON 8,850 thousand
– the equivalent of EUR 1,975 thousand (31 December 2013: RON 12,748 thousand –
the equivalent of EUR 2,843 thousand), representing finance lease agreements for the
acquisition of banknote processing systems/machines.

23. Counterpart of Special Drawing Rights allocated by the IMF
In compliance with the IMF regulations, while the arrangement is unfolding, this item
includes a non-refundable loan bearing the same interest rate as the SDR current
account with the IMF. As at 31 December 2014 and 31 December 2013, the SDR
allocations from the IMF amounted to SDR 984,767,719, with an interest rate of
0.05 percent per annum in 2014 and 0.13 percent per annum in 2013.
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24. Current account of the State Treasury
lei thousand

Current account of the State Treasury denominated in RON

31 December 2014

31 December 2013

7,099,539

4,532,430

Current account of the State Treasury denominated
in foreign currency

34,657,344

26,671,432

Total

41,756,883

31,203,862

The current accounts of the State Treasury bear an interest rate. From January 2013
to January 2014, current accounts of the State Treasury denominated in RON bore
the rate paid by the Bank for the deposit facility. Starting with February 2014, current
accounts of the State Treasury denominated in RON bear the same interest rate as the
RON minimum required reserves of the domestic banks.
The current accounts of the State Treasury denominated in foreign currency bore
the same interest rate as the foreign currency minimum required reserves of the
domestic banks during 1January 2013 – 23 November 2014. As of 24 November
2014, the current accounts of the State Treasury denominated in EUR bear EONIA
(euro overnight index average), while the current accounts of the State Treasury
denominated in USD bear the Federal funds rate (a volume-weighted average of
overnight interest rate).

25. Accrued interest payable
lei thousand
31 December 2014

31 December 2013

15,641

96,833

Accrued interest payable for:
Foreign borrowings
Minimum required reserves of credit institutions
Current account of the State Treasury
Total

2,237

4,762

653

1,193

18,531

102,788

26. Transactions with related parties
The Romanian Government, through the State Treasury, holds current accounts with
the Bank, the operations being subject to commission fees starting 31 December
2005. Furthermore, the Bank acts as a registry agent on behalf of the State Treasury for
the government bonds and Treasury certificates issues, manages the foreign currency
reserves and ensures timely servicing of Romania’s external public debt.
The Bank has influence, through the members of the Board of Directors, over two
other state institutions: the NBR Printing Works and the State Mint.
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In 2014, the total purchases of banknotes and coins from the aforementioned two
entities amounted to RON 99,886 thousand (2013: RON 96,065 thousand). As at
31 December 2014, the Bank had a debt amounting to RON 55 thousand to the State
Mint, which it repaid in January 2015 (31 December 2013: the Bank had no receivables
from or payables to the NBR Printing Works or the State Mint). All the transactions
with these two entities were carried out under normal commercial terms and
conditions.
The Bank has a significant influence over TRANSFOND S.A., an entity established in
2000 in order to outsource the Bank’s settlement activities of domestic interbank
operations. On 8 April 2005, the real-time gross settlement system (REGIS) went
live; afterwards, SENT (the module for small value payments – fully managed by
TRANSFOND S.A.) and SaFIR (the module for Treasury bills and deposit certificates
issued by the Bank – managed by the Bank) entered into operation.
For the services provided, TRANSFOND S.A. receives a part of the settlement
commissions received by the Bank from the domestic banks, according to the
contracts regulating the Electronic Payment System. The total commissions paid
to TRANSFOND S.A. by the Bank during the year 2014 amounted to RON 17,545
thousand (2013: RON 17,377 thousand). As at 31 December 2014 and 31 December
2013, the Bank had no receivables from or payables to TRANSFOND S.A.

27. Reserves
lei thousand
31 December 2014

31 December 2013

43,037

502,230

Statutory reserves
Other reserves

839,196

840,778

Revaluation gains – tangible ﬁxed assets

1,243,346

1,340,769

Total

2,125,579

2,683,777

As at 31 December 2014, the statutory reserves represent the reserves set following
the distribution of 60 percent of the remaining profit for the year 2014. As at
31 December 2013, the statutory reserves result from the distribution of 60 percent
of the remaining profit for the year 2012, 60 percent of the 2011 remaining profit,
50 percent of the 2010 remaining profit, and 60 percent of the 2009 profit respectively
and from the increase in the statutory reserves starting July 2010 according to
Emergency Ordinance No. 78/2010 amending and supplementing Law No.118/2010
regarding some measures required to restore the budgetary balance. In 2014, the
statutory reserves as at 31 December 2013 (RON 502,230 thousand) were fully used to
cover the loss recorded as at 31 December 2013 (RON -1,258,435 thousand).
Other reserves are non-distributable and comprise:
▪ Reserves set up from the fund designated for tangible fixed assets (31 December 2014
and 31 December 2013: RON 14,450 thousand);
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▪ Reserves set up from the fund designated for the financing sources of the Bank’s
investments (31 December 2014 and 31 December 2013: RON 57,629 thousand);
▪ Reserves set up from the fund designated for the quota at the IMF (31 December 2014
and 31 December 2013: RON 318,532 thousand);
▪ Reserves set up from the previous fund for the participating interest in the BIS
(31 December 2014 and 31 December 2013: RON 44,550 thousand);
▪ Reserves set up, according to the law, for the financing sources of the Bank’s
investments amounting to RON 251,423 thousand as at 31 December 2014 and
31 December 2013;
▪ Other reserves amounting to RON 152,612 thousand as at 31 December 2014
(31 December 2013: RON 154,194 thousand).
The tangible fixed assets revaluation gains represent the difference between the fair
value and the net book value of tangible fixed assets.

28. Special revaluation account
lei thousand
31 December 2014

31 December 2013

Unrealized gains from the revaluation
of holdings of gold, precious metals and stones

10,614,425

8,904,740

Unrealized gains from the revaluation of assets
and liabilities denominated in foreign currency

2,457,297

1,784,211

28,086

2,521

13,099,808

10,691,472

Securities denominated in foreign currency
(market value revaluation)
Total

As at 31 December 2014 and 31 December 2013, the amounts recorded in the special
revaluation account represent unrealized gains.
In 2014 and 2013, the Bank recorded long positions for all the currencies in the
portfolio, as well as for gold (total claims exceeding total debts in a given currency),
except for the SDR position, which was short during these years.
The SDR economic hedging operation performed as at 31 December 2014 and
31 December 2013 enabled the Bank to record in the special revaluation account
the result of the SDR net holding revaluation (net unrealized gains) following its
compensation with the results of the revaluation of the other foreign currency
holdings included in the net SDR holding, designated in accordance with the
structure of the SDR currency basket (Note 2p).
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29. Interest income
lei thousand
2014

2013

1,318,962

1,427,330

15,331

14,959

Foreign currency operations
Interest and similar income from:
Foreign currency securities
Foreign currency placements/borrowings
Amounts in SDR
Total interest income from foreign currency operations

99

158

1,334,392

1,442,447

10,570

119,792

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

21

478

10,591

120,270

1,344,983

1,562,717

In 2014, the interest income from foreign currency operations comprises mainly the
accumulated coupon of securities amounting to RON 1,265,772 thousand (2013:
RON 1,386,154 thousand) and the amortization of the discount resulting from
the purchase of securities amounting to RON 53,190 thousand (2013: RON 41,176
thousand).
The interest income from transactions denominated in RON comprises mainly the
interest on loans granted to domestic credit institutions and the transfers and related
repurchase agreements of securities, in amount of RON 10,570 thousand (2013:
RON 119,792 thousand).

30. Interest expense
lei thousand
2014

2013

1,316,232

1,507,989

Foreign currency operations
Interest and similar expenses from:
Foreign currency securities, minimum reserves
and deposits taken
Loans/deposits from the International Monetary Fund

194,068

852,736

1,510,300

2,360,725

Term deposits of credit institutions

11,003

16,889

Minimum reserves of credit institutions

86,533

191,315

Current account of the State Treasury

48,297

67,657

Total interest expense from foreign currency operations
RON operations
Interest and similar expenses from:

Total interest expense from RON operations
Total interest expense
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In 2014, the interest expense from foreign currency operations comprises mainly
the interest paid on foreign currency minimum reserves and on deposits taken –
RON 148,406 thousand (2013: RON 198,901 thousand), the amortization of the net
premium arising from the purchases of foreign currency securities – RON 1,167,826
thousand (2013: RON 1,309,088 thousand) and the interest expense for the IMF loan –
RON 194,068 thousand (2013: RON 852,736 thousand).

31. Fees and commissions income
lei thousand

Fees and commissions income in RON
Fees and commissions income in foreign currency
Total fees and commissions income

2014

2013

105,272

113,725

9,483

5,719

114,755

119,444

Fees and commissions income in RON comprises the commission income from the
settlement of operations of credit institutions and of the State Treasury, in amount of
RON 105,272 thousand (2013: RON 113,725 thousand).
The income from fees and commissions in foreign currency arises from the
redistribution of TARGET2 commissions, amounting to RON 9,483 thousand (2013:
RON 5,719 thousand).

32. Fees and commissions expense
lei thousand

Fees and commissions expenses in RON

2014

2013

17,553

17,398

Fees and commissions expenses in foreign currency

19,614

29,566

Total fees and commissions expense

37,167

46,964

The fees and commissions expenses in RON amounting to RON 17,553 thousand
(2013: RON 17,398 thousand) represent mainly the commissions for services used by
the Bank, including the services provided by TRANSFOND S.A.
The expenses relating to fees and commissions denominated in foreign currency, in
amount of RON 19,614 thousand, derive mainly from the operations with the IMF,
representing the commitment fee for the precautionary Stand-By Arrangement
signed for the period September 2013 – September 2015 (the amount corresponding
to January – December 2014). In 2013, the amount of RON 29,566 thousand
represents the commitment fee related to the third year of the precautionary
Stand-By Arrangement signed in 2011 and extended until June 2013 (the amount
corresponding to January – June 2013).
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33. Net realized gains arising from foreign currency operations
lei thousand
2014

2013

2,347,627

1,371,718

9,201

14,058

2,356,828

1,385,776

(369,592)

(139,061)

Gains from foreign currency operations
Exchange rate gains
Dividends on shares in the Bank for International
Settlements
Total gains from foreign currency operations
Losses from foreign currency operations
Exchange rate losses
Other losses from foreign currency operations

(2,019)

(1,956)

Total losses from foreign currency operations

(371,611)

(141,017)

Net realized gains arising from foreign currency operations

1,985,217

1,244,759

In 2014 and 2013, the exchange rate gains and losses were mainly generated by the
outflows of foreign currencies for which the Bank had long positions, calculated using
the average cost method (Note 2i).

34. Net realized gains arising from securities operations
lei thousand

Gains from securities operations
Losses from securities operations
Net realized gains arising from securities operations

2014

2013

46,351

28,867

(342)

(319)

46,009

28,548

Gains/losses represent the market price effect resulting from the sales of securities
denominated in foreign currency, based on the average cost method (Note 2j).

35. Net realized losses arising from precious metals operations
lei thousand
2014

2013

Losses from operations with precious metals

(356)

(373)

Net realized losses arising from precious metals operations

(356)

(373)

Losses from operations with precious metals represent the fees paid for depositing
the gold with the foreign depository.
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36. Unrealized losses from revaluation differences
lei thousand
2014

2013

Unrealized losses from revaluation diﬀerences
Market value revaluation of foreign currency securities

4,619

33,165

Exchange rate revaluation of foreign currency holdings

145,050

997,087

Unrealized losses from revaluation diﬀerences

149,669

1,030,252

Unrealized losses represent the unfavorable differences between the market value
of foreign currency securities as at 31 December and their net average cost, as well
as the unfavorable differences from foreign currency holdings revaluation using the
revaluation rate, after performing the hedging operation (Note 2p).

37. Currency issue expenses
Currency issue expenses include the expenses arising from printing and minting
banknotes and coins.

38. Unrealized losses from the revaluation of land and buildings
As at 31 December 2014, there were no unrealized losses from the revaluation of
land and buildings. Unrealized losses amounting to RON 4,054 thousand as at
31 December 2013 represent unfavorable differences resulting from the revaluation
of land and buildings which were not covered with reserves from previous
revaluations.
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39. Foreign currency risk
The breakdown of the Bank’s assets (lei thousand) by currency as at 31 December 2014 is the following:
lei thousand
RON

EUR

USD

SDR

Gold

Other

Total

31,472

180

131

-

-

-

31,783

-

-

-

-

148,002

-

148,002

32,875

-

-

-

-

-

32,875

Current account in SDR
with the IMF

-

-

-

71,755

-

-

71,755

Monetary gold

-

-

-

-

14,723,098

-

14,723,098

Cash and other cash equivalents
Non-monetary gold
Other precious metals
and stones

Demand deposits placed

-

2,601,260

2,122

-

-

3,363,240

5,966,622

Term deposits placed

-

8,897,578

-

-

-

1,536,138

10,433,716

Placements in foreign currency

-

-

2,030,261

-

-

-

2,030,261

Securities in foreign currency

-

96,352,970

20,048,695

-

-

229,651

116,631,316

Loans in foreign currency

-

-

8,743,615

-

-

-

8,743,615

Participating interests in
international ﬁnancial institutions

-

47,349

-

5,597,248

-

-

5,644,598

Other foreign assets TARGET2

-

687,484

-

-

-

-

687,484

Loans to domestic credit
institutions

-

-

-

-

-

-

-

25,009

-

-

-

-

-

25,009

(25,009)

-

-

-

-

-

(25,009)

68

-

-

-

-

-

68

Loans under litigation
Provisions for credit risk –
principal
Loans to employees
Tangible and intangible ﬁxed
assets

1,398,646

-

-

-

-

-

1,398,646

Inventories

3,912

-

-

-

-

-

3,912

Participating interests

2,240

81

-

-

-

-

2,321

273,353

-

-

-

-

-

273,353

Accruals and prepaid expenses

33,372

-

-

-

-

-

33,372

Revaluation diﬀerences for
oﬀ-balance-sheet items

18,422

-

-

-

-

-

18,422

Other assets

66,119

-

-

-

-

-

66,119

(61,696)

-

-

-

-

-

(61,696)

6,509

458,477

61,463

6

-

89

526,544

(6,068)

-

-

-

-

-

(6,068)

1,799,223

109,045,380

30,886,288

5,669,009

14,871,100

5,129,118

167,400,118

Settlement account with
the State Budget

Provisions for other assets
Accrued interest receivable
Provisions for credit risk – interest
Total assets
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39. Foreign currency risk (continued)
The breakdown of the Bank’s liabilities and capital (lei thousand) by currency as at 31 December 2014
is the following:
lei thousand
RON

EUR

USD

SDR

Gold

Other

Total

46,368,866

-

-

-

-

-

46,368,866

Due to international ﬁnancial
institutions

-

-

553

11,874,802

-

-

11,875,356

Demand deposits taken

-

30,002

-

-

-

-

30,002

Borrowings from banks and other
ﬁnancial institutions

-

8,850

-

-

-

-

8,850

Counterpart of special drawing
rights allocated by the IMF

-

-

-

5,260,090

-

-

5,260,090

Current accounts of the
domestic credit institutions

22,015,049

-

-

-

-

-

22,015,049

Amounts withheld at court
disposition

9,383

148

-

-

-

-

9,532

6,277,320

-

-

-

-

-

6,277,320

Foreign currency minimum
reserves

-

17,598,749

188,003

-

-

-

17,786,752

Accounts of bankrupt credit
institutions

1,839

-

-

-

-

-

1,839

-

687,484

-

-

-

-

687,484

7,099,540

20,895,017

13,735,983

-

-

26,343

41,756,883

17,155

-

-

-

-

-

17,155

85

-

-

-

-

-

85

Settlement account with
the State Budget

142

-

-

-

-

-

142

Accruals and income collected
in advance

954

-

-

-

-

-

954

Currency in circulation

Deposits of the credit institutions

Other liabilities TARGET2
Current account of the State
Treasury
Sundry creditors
Salaries and other personnelrelated liabilities

Other liabilities

1,150

-

-

-

-

-

1,150

Accrued interest payable

1,608

3,728

375

12,821

-

-

18,531

81,793,090

39,223,979

13,924,915

17,147,713

-

26,343

152,116,040

(79,993,867)

69,821,401

16,961,373

(11,478,704)

14,871,100

5,102,775

15,284,078

Total liabilities
Net assets / (net liabilities)*
* represent the Bank’s equity and reserves
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39. Foreign currency risk (continued)
The breakdown of the Bank’s assets (lei thousand) by currency as at 31 December 2013
is the following:
lei thousand
RON

EUR

USD

SDR

Gold

Other

Total

27,704

225

96

-

-

-

28,025

-

-

-

-

132,867

-

132,867

33,989

-

-

-

-

-

33,989

Current account in SDR
with the IMF

-

-

-

125,079

-

-

125,079

Monetary gold

-

-

-

-

13,027,508

-

13,027,508

Cash and other cash equivalents
Non-monetary gold
Other precious metals and stones

Demand deposits placed

-

8,155,952

1,720

-

-

58,390

8,216,062

Term deposits placed

-

11,211,750

12,206,625

-

-

3,200,469

26,618,844

Placements in foreign currency

-

-

1,793,487

-

-

-

1,793,487

Securities in foreign currency

-

75,907,502

15,646,296

-

-

9,430,422

100,984,220

Loans in foreign currency

-

-

7,320,720

-

-

-

7,320,720

Participating interests in
international ﬁnancial institutions

-

44,510

-

5,238,260

-

-

5,282,770

Other foreign assets TARGET2

-

201,746

-

-

-

-

201,746

1,011,791

-

-

-

-

-

1,011,791

13,209

-

-

-

-

-

13,209

(25,009)

-

-

-

-

-

(25,009)

84

-

-

-

-

-

84

1,508,145

-

-

-

-

-

1,508,145

Inventories

4,859

-

-

-

-

-

4,859

Participating interests

2,240

81

-

-

-

-

2,321

Settlement account
with the State Budget

686,932

-

-

-

-

-

686,932

9,455

-

-

4,396

-

-

13,851

Revaluation diﬀerences
for oﬀ-balance-sheet items

18,057

-

-

-

-

-

18,057

Other assets

56,206

-

-

-

-

-

56,206

(54,677)

-

-

-

-

-

(54,677)

6,611

749,731

37,089

24

-

21,628

815,083

(6,068)

-

-

-

-

-

(6,068)

3,293,528

96,271,497

37,006,033

5,367,759

13,160,375

12,710,909

167,810,101

Loans to domestic credit
institutions
Loans under litigation
Provisions for credit risk – principal
Loans to employees
Tangible and intangible ﬁxed
assets

Accruals and prepaid expenses

Provisions for other assets
Accrued interest receivable
Provisions for credit risk – interest
Total assets
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39. Foreign currency risk (continued)
The breakdown of the Bank’s liabilities and capital (lei thousand) by currency as at 31 December 2013
is the following:
lei thousand
RON

EUR

USD

SDR

Gold

Other

Total

40,344,409

-

-

-

-

-

40,344,409

Due to international ﬁnancial
institutions

-

-

489

26,184,231

-

-

26,184,720

Demand deposits taken

-

46,372

-

-

-

-

46,372

Borrowings from banks and other
ﬁnancial institutions

-

12,748

-

-

-

-

12,748

Counterpart of special drawing
rights allocated by the IMF

-

-

-

4,922,386

-

-

4,922,386

Current accounts of the
domestic credit institutions

28,349,250

-

-

-

-

-

28,349,250

Amounts withheld at court
disposition

22,725

-

-

-

-

-

22,725

Deposits of the credit
institutions

28,365

-

-

-

-

-

28,365

Foreign currency minimum
reserves

-

23,965,208

260,022

-

-

-

24,225,230

Accounts of bankrupt credit
institutions

1,769

-

-

-

-

-

1,769

-

201,746

-

-

-

-

201,746

4,532,430

18,844,552

7,799,099

-

-

27,781

31,203,862

15,444

-

-

-

-

-

15,444

69

-

-

-

-

-

69

Settlement account
with the State Budget

102

-

-

-

-

-

102

Accruals and income collected
in advance

146

-

-

-

-

-

146

Other liabilities

1,156

-

-

-

-

-

1,156

Accrued interest payable

3,976

5,504

290

93,018

-

-

102,788

73,299,841

43,076,130

8,059,900

31,199,635

-

27,781

155,663,287

(70,006,313)

53,195,367

28,946,133

(25,831,876)

13,160,375

12,683,128

12,146,814

Currency in circulation

Other liabilities TARGET2
Current account
of the State Treasury
Sundry creditors
Salaries and other personnelrelated liabilities

Total liabilities
Net assets / (net liabilities)*
* represent the Bank’s equity and reserves
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40. Commitments and contingencies
As at 31 December 2014 the Bank has in custody the following:
▪ promissory notes issued by the Ministry of Public Finance in favor of the International
Monetary Fund, amounting to SDR 135,937,500 (a promissory note amounting to
SDR 88,062,500 for tranche III, a promissory note amounting to SDR 47,875,000 for
tranche IV). In 2014, the balance was reduced by the amount of SDR 865,875,000
due to the reimbursement of the tranches II, III and IV – the part of the Ministry of
Public Finance; the promissory notes were deposited with the Bank on the date the
tranches were drawn, certifying the corresponding liabilities (31 December 2013:
promissory notes issued by the Ministry of Public Finance in favor of the International
Monetary Fund, amounting to SDR 1,001,812,500: a promissory note amounting to
SDR 322,125,000 for tranche II, a promissory note amounting to SDR 440,312,500 for
tranche III and a promissory note amounting to SDR 239,375,000 for tranche IV);
▪ a promissory note issued by the Ministry of Public Finance in favor of the Multilateral
Investment Guarantee Agency, amounting to USD 600,510 (31 December 2013:
USD 600,510);
▪ a promissory note issued by the Ministry of Public Finance in favor of the Black Sea
Trade and Development Bank for the 20 percent share of Romania’s participation to
the increased capital amounting to SDR 14,500,000. In 2014 this promissory note was
reduced by the amount of SDR 3,625,000 (31 December 2013: SDR 18,125,000).

41. Profit distribution/loss coverage
In 2014, the Bank recorded a profit amounting to 1,120,463 thousand. According to
the law, out of the total profit of the financial year 2014, an amount of RON 756,205
thousand was distributed to cover the previous losses; the remaining profit
(RON 364,258 thousand) was distributed for the 80 percent share of the Bank’s net
revenues due to the State Budget representing an amount of RON 292,531 thousand.
At the same time, 60 percent of the remaining profit (RON 71,727 thousand) was
allocated to increase the statutory reserves (RON 43,036 thousand).
The amount of RON 28,691 thousand remaining after the 2014 distributions will be
distributed in 2015 in the following order for:
a) The Bank’s financing sources of its own investments;
b) The employees’ profit-sharing scheme;
c) The reserves at the Board’s disposal.
In 2013, the Bank recorded a loss amounting to RON 1,258,435 thousand; according to
the law, the loss was covered by the statutory reserves, which on 31 December 2013
were in amount of RON 502,230 thousand, resulting in an uncovered loss in amount
of RON 756,205 thousand. This loss was covered from the 2014 profit.
Governor
Mr. Mugur Isărescu
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National Bank of Romania publications
as at 31 December 2014
1. Annual Report
2. Financial Stability Report
3. Romania’s Balance of Payments and International Investment Position
– Annual Report
4. Financial Accounts
5. Inflation Report
6. Monthly Bulletin
7. Foreign Direct Investment in Romania
8. Working Papers
9. Occasional Papers
10. Restitutio
11. Romania’s Banknotes
12. Central Bank Journal of Law and Finance

Main papers submitted to Romanian Parliament
by the National Bank of Romania in 2014
1. Annual Report for 2013
2. Financial Stability Report for 2014
3. Romania’s Balance of Payments and International Investment Position
– Annual Report for 2013
4. Inflation Report
5. Financial Accounts 2009-2013
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Main rules and regulations issued
by the National Bank of Romania in 2014

8 January 2014

Circular No. 1 regarding the NBR reference rate (Monitorul Oficial al României
No. 14/9 January 2014).

10 January 2014

Circular No. 2 amending the minimum reserve requirement ratios
(Monitorul Oficial al României No. 32/15 January 2014).
Circular No. 3 regarding the interest rates on leu- and USD-denominated reserve
requirements starting with the 24 December 2013 – 23 January 2014 maintenance
period (Monitorul Oficial al României No. 32/15 January 2014).
Circular No. 4 regarding the penalty rate on leu-denominated reserve deficits starting
with the 24 January – 23 February 2014 maintenance period
(Monitorul Oficial al României No. 32/15 January 2014).
Circular No. 5 regarding the penalty rates on foreign currency-denominated reserve
deficits starting with the 24 January – 23 February 2014 maintenance period
(Monitorul Oficial al României No. 32/15 January 2014).

27 January 2014

Regulation No. 1 amending NBR-NSC-ISC Order No. 23/120/113.136/2006 on
supplementary capital adequacy requirements, intra-group transactions and risk
concentration at the level of a financial conglomerate (Monitorul Oficial al României
No. 92/6 February 2014).

4 February 2014

Circular No. 7 regarding the NBR reference rate (Monitorul Oficial al României
No. 90/5 February 2014).

10 February 2014

Circular No. 8 regarding the interest rates on leu- and EUR-denominated reserve
requirements starting with the 24 January – 23 February 2014 maintenance period
(Monitorul Oficial al României No. 127/21 February 2014).
Circular No. 9 regarding the penalty rate on leu-denominated reserve deficits starting
with the 24 February – 23 March 2014 maintenance period (Monitorul Oficial al
României No. 127/21 February 2014).
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14 February 2014

Norm No. 1 amending and supplementing NBR Norms No. 2/2012 for enforcing NBR
Regulation No. 11/2012 on the primary market for government securities managed by
the National Bank of Romania (Monitorul Oficial al României No. 139/25 February 2014).

17 March 2014

Circular No. 11 regarding the interest rates on leu- and USD-denominated reserve
requirements starting with the 24 February – 23 March 2014 maintenance period
(Monitorul Oficial al României No. 196/20 March 2014).
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Main rules and regulations issued by the National Bank of Romania in 2014

28 March 2014

Order No. 1 amending and supplementing the Methodological Norms on preparing
the annual accounting reports designed to meet the information requirements of the
Ministry of Public Finance, as applicable to credit institutions, as approved by NBR
Order No. 1/2013 (Monitorul Oficial al României No. 256/9 April 2014).

10 April 2014

Circular No. 13 regarding the interest rates on leu- and USD-denominated reserve
requirements starting with the 24 March – 23 April 2014 maintenance period
(Monitorul Oficial al României No. 279/16 April 2014).

8 May 2014

Regulation No. 2 repealing Article 9(3) of NBR Regulation No. 12/2005 on the
secondary market for government securities managed by the National Bank of
Romania (Monitorul Oficial al României No. 374/21 May 2014).

13 May 2014

Circular No. 16 regarding the interest rates on required reserves starting with the
24 April – 23 May 2014 maintenance period (Monitorul Oficial al României No. 375/
21 May 2014).

16 May 2014

Order No. 2 regarding some reporting forms related to NBR Regulation No. 5/2013 on
prudential requirements for credit institutions (Monitorul Oficial al României
No. 392/28 May 2014).

12 June 2014

Circular No. 19 regarding the interest rates on leu- and USD-denominated reserve
requirements starting with the 24 May – 23 June 2014 maintenance period
(Monitorul Oficial al României No. 444/18 June 2014).

17 June 2014

Order No. 3 amending and supplementing Annex 2 to NBR Order No. 17/2012 on the
functioning of TARGET2-România payment system (Monitorul Oficial al României
No. 445/18 June 2014).

4 July 2014

Circular No. 22 amending the minimum reserve requirement ratio on foreign
currency-denominated holdings (Monitorul Oficial al României No. 519/11 July 2014).

9 July 2014

Regulation No. 3 amending and supplementing NBR Regulation No. 6/2008 on the
taking-up of business and the changes in the status of credit institutions, Romanian
legal entities, and of branches in Romania of third-country credit institutions
(Monitorul Oficial al României No. 546/23 July 2014).

14 July 2014

Circular No. 23 regarding the interest rates on leu- and EUR-denominated reserve
requirements starting with the 24 June – 23 July 2014 maintenance period
(Monitorul Oficial al României No. 536/18 July 2014).

31 July 2014

Regulation No. 4 on reporting statistical data and information to the National Bank of
Romania (Monitorul Oficial al României No. 602/13 August 2014).

4 August 2014

Circular No. 25 regarding the NBR reference rate (Monitorul Oficial al României
No. 585/5 August 2014).
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11 August 2014

Circular No. 26 regarding the interest rate on leu-denominated reserve requirements
starting with the 24 July – 23 August 2014 maintenance period (Monitorul Oficial
al României No. 605/14 August 2014).
Circular No. 27 regarding the penalty rate on leu-denominated reserve deficits
starting with the 24 August – 23 September 2014 maintenance period
(Monitorul Oficial al României No. 605/14 August 2014).
Circular No. 28 regarding the penalty rates on foreign currency-denominated reserve
deficits starting with the 24 August – 23 September 2014 maintenance period
(Monitorul Oficial al României No. 605/14 August 2014).
Order No. 4 amending the Annex to NBR Order No. 10/2012 on approving the
half-yearly accounting reporting system applicable to the entities within the National
Bank of Romania’s accounting regulatory scope (Monitorul Oficial al României
No. 604/13 August 2014).

15 September 2014

Circular No. 30 regarding the interest rate on USD-denominated reserve requirements
starting with the 24 August – 23 September 2014 maintenance period
(Monitorul Oficial al României No. 689/22 September 2014).

17 September 2014

Order No. 5 approving the Methodological Norms on preparing regular reports
containing financial and accounting statistical information, applicable to branches
in Romania of credit institutions having their head offices in other Member States
(Monitorul Oficial al României No. 693/23 September 2014).
Order No. 6 approving the Methodological Norms on the FINREP reporting framework
at solo level in compliance with the International Financial Reporting Standards
applicable to credit institutions for prudential purposes (Monitorul Oficial al României
No. 699/24 September 2014).

30 September 2014

Circular No. 32 regarding the NBR reference rate (Monitorul Oficial al României
No. 714/30 September 2014).

3 October 2014

Circular No. 33 amending the minimum reserve requirement ratio on leu-denominated
holdings (Monitorul Oficial al României No. 746/13 October 2014).
Circular No. 34 regarding the penalty rate on leu-denominated reserve deficits
starting with the 24 October – 23 November 2014 maintenance period
(Monitorul Oficial al României No. 746/13 October 2014).
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8 October 2014

Circular No. 35 regarding the interest rates on required reserves starting with the
24 September – 23 October 2014 maintenance period (Monitorul Oficial al României
No. 756/17 October 2014).

30 October 2014

Order No. 7 amending and supplementing the Accounting Rules consistent with
the International Financial Reporting Standards applicable to credit institutions,
as approved by NBR Order No. 27/2010 (Monitorul Oficial al României No. 825/
12 November 2014).
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Main rules and regulations issued by the National Bank of Romania in 2014

4 November 2014

Circular No. 36 regarding the NBR reference rate (Monitorul Oficial al României
No. 805/5 November 2014).

7 November 2014

Order No. 8 on credit institutions’ reporting exercise regarding information on staff
remuneration (Monitorul Oficial al României No. 826/12 November 2014).
Order No. 9 on credit institutions’ reporting exercise regarding information on
remuneration of high earners (Monitorul Oficial al României No. 828/13 November
2014).

10 November 2014

Circular No. 38 regarding the interest rates on leu- and EUR-denominated reserve
requirements starting with the 24 October – 23 November 2014 maintenance period
(Monitorul Oficial al României No. 832/14 November 2014).
Circular No. 39 regarding the penalty rate on leu-denominated reserve deficits
starting with the 24 November – 23 December 2014 maintenance period
(Monitorul Oficial al României No. 832/14 November 2014).
Circular No. 40 amending the minimum reserve requirement ratio on foreign
currency-denominated holdings (Monitorul Oficial al României No. 832/14 November
2014).

9 December 2014

Order No. 10 amending NBR Order No. 5/2014 approving the Methodological
Norms on preparing regular reports containing financial and accounting statistical
information, applicable to branches in Romania of credit institutions having their
head offices in other Member States, and NBR Order No. 6/2014 approving the
Methodological Norms on the FINREP reporting framework at solo level in compliance
with the International Financial Reporting Standards applicable to credit institutions
for prudential purposes (Monitorul Oficial al României No. 914/16 December 2014).

15 December 2014

Circular No. 44 regarding the interest rates on leu- and USD-denominated reserve
requirements starting with the 24 November – 23 December 2014 maintenance
period (Monitorul Oficial al României No. 933/21 December 2014).

17 December 2014

Regulation No. 5 supplementing NBR Regulation No. 5/2013 on prudential requirements
for credit institutions (Monitorul Oficial al României No. 963/30 December 2014).
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BIS

Bank for International Settlements

CCR

Central Credit Register

CEBS

Committee of European Banking Supervisors

CPI

Consumer Price Index

EBA

European Banking Authority

EBRD

European Bank for Reconstruction and Development

EC

European Commission

ECB

European Central Bank

ECOFIN

Economic and Financial Affairs Council

EIB

European Investment Bank

EMU

Economic and Monetary Union

ESA

European System of Accounts

ESCB

European System of Central Banks

ESM

European Stability Mechanism

ESRB

European Systemic Risk Board

EU

European Union

Eurostat

Statistical Office of the European Union

GDP

Gross Domestic Product

HICP

Harmonised Index of Consumer Prices

IBRD

International Bank for Reconstruction and Development

IFRS

International Financial Reporting Standards

ILO

International Labour Organisation

IMF

International Monetary Fund

MPF

Ministry of Public Finance

NBFI

non-bank financial institution

NCP

National Commission for Prognosis

NIS

National Institute of Statistics

NPL

non-performing loans

NSC

National Securities Commission

ON

overnight

PIR

Payment Incidents Register

ROBOR

Romanian Interbank Offered Rate

SDR

Special Drawing Rights

SME

small- and medium-sized enterprise

SSM

Single Supervisory Mechanism

VAT

value added tax
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