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INTRODUCTION 

 
The present interest of the research theme  

The banking institutions have an important role within the financial sector, for the well 

functioning of economic units and of the overall economy. Furthermore, the creation of a 

functional banking system has become a permanent preoccupation, one capable of offering a 

wide range of products and services, in order to satisfy the requirements of all potential clients, 

from the very beginning of banking up to the present day.  

This PhD thesis specifically focuses on the banking system as a compulsory segment of 

the economic ensemble. Taking into account the financial and economic reality, both 

internationally and internally, each country and Romania as well is interested in creating a solid 

banking system, which would assure the proper organizational framework for the development 

of financial mechanisms.     

I have chosen this theme considering the impact of the banking system upon the whole 

economy and considering the fact that a market economy cannot function without profitable and 

consolidated banks. Once the economy developed and the business environment improved, the 

Romanian banking system evolved exponentially. Considering the challenges the globalization 

imposed, the process of European integration, including Romania’s development process, it 

cannot be realized without the existence of a performant banking system, which is able to face 

the strong competition among the countries of the world. The determinant factors for the 

Romanian economy – transition, integration and globalization – offer important opportunities for 

increasing the economic-financial performances, obtaining supplementary profits, but also 

implying major risks.  

Once the effects of the crisis manifested and extended, the existence of some unhealthy 

banking practices has revealed. The lack or insufficient coverage of certain highly volatile 

capital market segments has proved, as well as the insufficient control of hybrid financial 

products and inadequate risk management practices within banks. 

The present interest of this paper lies in the need to create a banking system analysis that 

would provide information, arguments and necessary solutions in order to avoid triggering 

certain events leading to the vulnerability of the banking sector.  

The research domain 

The research topic of this thesis is the systemic approach of banking activity by analyzing 

the main coordinates regarding profitability, liquidity and banking risks in order to create a 

viable and efficient banking system. 
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The general purpose of the research 

The purpose of this research is to create a banking analysis system based on obtaining 

banking performances while monitoring and keeping under control banking risks, permanently 

ensuring an adequate liquidity in particular, both in terms of balanced economy and economy in 

crisis conditions. 

 

The objectives of the research 

The following objectives are established: 

- To analyze the Romanian banking system in the context of globalization and European 

Union integration; 

- To establish the bank management strategies in the context of European Union 

integration and its prospects; 

- To identify and analyze the key financial performance indicators within the Romanian 

banking system; 

- To analyze the key financial performance indicators within some banking institutions; 

- To determining the specifics, the identification principles and the categories of banking 

risks; 

- To determine the content, the structure and the methods of identification, evaluation and 

control of banking risks, especially for the credit risk, the liquidity risk, the market risk and the 

operational risk. 

- To analyze the liquidity of a banking institution; 

- To analyze the requirements of the banking supervisory units, and the Basel Committee 

agreements; 

- To analyze some cases of failures and banking crises, focusing on identifying the causes 

that led to bank bankruptcies; 

- To analyze the evolution of the financial crisis and its impact upon world banking. 

 

The structure and the content of the thesis 

I considered it appropriate to begin this paper with The analysis of the Romanian 

banking system in the context of globalization and European Union integration, by reviewing 

the reform undertaken by the banking system, because of its importance for the whole economy. 

It played an important role in the transition from a command economy to a market economy in 

the context of Romania's European Union integration. 

While approaching, I pointed out the state of the Romanian banking system under the 

impact of various historical and social events that contributed to its formation and evolution, and 
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in the context of the transition towards a market economy, starting from the functions held by 

commercial banks and the role played by the National Bank of Romania in the evolution of the 

banking system. Romania's integration process within the European Union represented an event 

that labeled the banking activity, the restructuring of the banking system becoming a necessity in 

order to financially support all the economic activities implied by the reform process of the 

Romanian economy. 

We cannot talk about restructuring the banking system without highlighting two of the 

main issues regarding the reshaping of the Romanian banking system, which are the 

authorization and supervision regulation of banking activities in order to create a banking system 

specific to the market economy and to harmonize our Romanian legislation with that of 

European Union countries. 

In the transition period the Romanian banking system registered a structural and 

qualitative development for the activities of most banks; the focus upon specialized products or 

certain customer segments provided an alternative for maintaining the viability of the banking 

system, by increasing the number of domain-specialized banking units in this period.  

Romania’s entrance to the European Union represented another important step in the 

evolution of the banking system. For highlighting this issue, I have presented the banking 

management strategies in the context of integration and its future perspectives after Romania’s 

adhesion to the European Union. In this context, Romanian banks have reshaped their business 

options and internal management structures starting from redefining the organization of its 

activities from the customers’ point of view and its reshaping according to customers’ demands.   

Through Romania’s adhesion to the European Union, its banking system has actively 

involved in the development of some projects for modernizing the banking system, among them 

being the drafted Single Euro Payments Area (SEPA), whose goal is to create a more transparent 

and competitive Europe.  

For an efficient and dynamic financial system, the banks’ performance should be 

encouraged, so the second chapter of the thesis details Profitability analysis in banking 

institutions. One of the main objectives of banking institutions is its profits’ optimization; 

furthermore banking performance indicates its stability and the confidence of its depositors, so 

achieving higher performances should be encouraged within a stable financial system. 

Banking management mainly ceases to obtain profit, which stands for a higher bank 

performance. In banking practice there are various instruments for measuring and estimating the 

performance of banks, but one of the most effective ones is the system of special indicators used 

for this purpose. This chapter presents a theoretical review of the key performance indicators, 

like the economic rate of return (ROA - return on assets), financial rate of return (ROE - return 
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on equity), the leverage (EM - equity multiplier), net profit ratio (profit margin PM), the usage 

degree of assets (AU - asset utilization). The indicators for estimating banking performances are 

very relevant, reflecting a variety of aspects like profit generation, operational and management 

efficiency. Taking into account the strong competition between banking institutions domestically 

and internationally, I’ve evaluated and analyzed the rates of return on assets and on equity for the 

Romanian banking system as compared to the European one in order to estimate the viability of 

the Romanian banking system as opposed to the one of the other European Union countries. In 

order to exemplify the extent to which the indicators of banking performance assessment reflect 

the global situation of a banking institution, I have made a detailed analysis of the financial 

performance indicators of three studied banks: Banca Transilvania, Banca Romana de 

Dezvoltare - GSG and Banca Comerciala Carpatica. After performing the analysis, I may state 

that BRD-GSG’s activity has had a constant evolution because of its banking management, 

maintaining an upward trend for its most performance indicators.  

Because of its results obtained during these years and of its managerial efforts, in 2007, 

Banca Transilvania SA situated in the 1000 top banks of the world, according to the ranking 

given by 'The Banker' magazine.  

Throughout its activity, Banca Comerciala Carpatica seeks to enhance its image as a 

Romanian bank with national vocation that imposes itself by its European spirit and by offering a 

wide range of products and services, particularly for the population and for small and medium 

enterprises, proving flexibility and efficiency. 

The continuous change of the economic and financial environment brings out new 

business opportunities, but it also involves more complex and diverse risks, which are a real 

challenge for the traditional approaches on banking management, which the bank must operate 

as appropriate as possible in order to survive its competition and to support the national 

economy. That is why the third chapter of the thesis deals with Risk analysis within the 

banking environment, starting from banking risk management, the concept and typology of 

banking risks, and insisting upon the risk of the banking activity.  

To monitor banking risks means to identify, to evaluate and to monitor the policies and 

practices of banking risk management, that enable the detection of problems faced by a bank, 

and banking risk management resides in the overall risk administration for limiting, dividing and 

funding them, as well as diminishing the bank’s exposure to risk. According to the exposure 

upon the significant risks of banking institutions, I have selected for analysis the ones I have 

considered to have the largest impact on their business: the credit risk, the market risk (interest 

rate risk and currency risk), the liquidity risk and the operational risk. 
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The crediting activity identifies itself as being the main activity of the banking entities 

and the credit risk is the most important one out of the various risks that may affect the results 

obtained by financial intermediaries. Credit risk should be evaluated by comparing it to the 

expected benefits from lending, so the most important function of banking management is that of 

controlling and analyzing the quality of the loan portfolio, because the low quality of credits is 

one of the main causes of bank bankruptcy. For assessing financial standing and classifying each 

client or trader into one of the classes for general credit risk, I’ve analyzed an economic society 

in terms of the methods used by two different banks CEC Bank SA and MKB Romexterra Bank 

SA.  

Market risk represents a main component of the financial risk management system if the 

credit institution operates on developed financial markets and nowadays, the best-known method 

for measuring market risk is the Value-at-Risk indicator (VaR). Value-at-Risk measures the 

maximum potential changes for the value of a portfolio consisting of many financial instruments, 

with a given probability and time horizon. It tries to answer the following question: How big can 

a bank's potential loss get to be, if determined by an x% given probability, on a certain time 

horizon. 

The interest rate analysis is of particular importance because the unexpected changes in 

interest rates may cause significant changes of a bank’s profitability and of its capital market 

value, by increasing or decreasing the net interest income related to the cash flow characteristics 

of the bank’s assets and liabilities. The interest rate risk should be managed so that a greater and 

time-stable interest rate margin is obtained, and the profitability and the value of a bank’s capital 

should not significantly change as a result of some unexpected changes in the interest rate level 

originating from the assets and liabilities cash-flows. 

The currency risk as a market risk component that arises from the exchange rate market 

fluctuations, expresses the probability for an exchange rate change to affect the bank’s interest 

margin negatively. 

Regarding the liquidity risk arising from the non-correlation between the maturities of 

certain assets and liabilities, an extremely important task of banking management is to estimate 

and to cover its liquidity needs correctly. A bank's profitability may be affected negatively on 

long terms if the bank owns too many liquid assets as compared to its needs, but on the other 

hand, a low level of liquidities may create great financial problems or even lead to bankruptcy 

for small banks.  

Due to the continuous development of the economy, the globalization and expanding of 

all economic activities, the international financial market as well as the European one is 

undertaking a complex and continuous process of adapting their products and services to the 
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competing environment. Under these circumstances, the operational risk has become an 

increasingly important element for credit institutions that are obliged to redefine their own 

products and services in order to reach new markets, and to use innovative financial products 

such as secured products and structural products frequently. The Basel Committee defines the 

operational risk as the risk of losses resulting from inadequate or defective internal processes, 

from people and systems or from external events, focusing on the loss causes in order to 

distinguish the operational losses by losses provoked by other risk categories. 

Ensuring an adequate liquidity is one of the most important objectives of the management 

of any banking institution, so this is why Liquidity analysis in banks is presented in the fourth 

chapter of the thesis. In order to highlight the role and the importance of liquidity I have 

presented its concepts and the monetary position as an expression of liquidity. For the permanent 

control of liquidities, the National Bank of Romania has regulated the banking liquidity through 

its No. 1 Norm / 2001 with subsequent modifications, which defines the liquidity indicator as the 

ratio between effective liquidity and necessary liquidity. For banks not to find it difficult to 

acquire the necessary resources and not to fulfill their commitments, they must deal with the 

liquidity risk. The art of transforming short-term resources into long term investments and of 

facing liquidity crisis is very specific to bank management. This further implies the bank 

management to deal with three aspects of liquidity risk, which I further submitted: protection 

against liquidity risk, liquidity risk measurement and management of liquidity risk. 

For a detailed analysis and a better vision upon bank liquidity, I have presented a bank 

procedure for liquidity risk and its control, and I have analyzed its applicability on MKB 

Romexterra Bank SA, by also determining and analyzing its liquidity indicator for two years 

(2007 and 2009). 

Liquidity analysis requires bank management to not only continuously estimate its 

liquidity situation, but also to examine how funding requirements may evolve in different 

situations, including adverse conditions, because the supervision activity of the Basel Committee 

focused on how banks manage their overall liquidity. At the end of this chapter, I approached the 

international regulations on banking supervision, in particular the works of the Basel Committee 

on banking supervision, which was originally called the Committee on banking regulation and 

supervision practices. It was made up in 1974 because of some strong crisis of the major 

currencies and some financial crisis of the large banking institutions. Thus, the G10 country 

representatives for supervising banking activities established the first regulations for minimum 

capital requirements covering banking risks in 1988, and they were included in the Basel I 

Accord. But the content change of the global financial sector, financial market volatility over the 

past decade, the development degree in financial innovation, economic crisis and the 
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increasingly complex risks faced by banks, led to the conclusion that the Basel I Accord from 

1988 no longer offered an effective tool for relating the capital requirements to the true risk 

profile of a bank. As a result, the Committee recommended the adoption of a new scheme for 

capital adequacy, in June 2004 through Basel II Accord. According to the existing European 

legislation, the Authority of the member states permitted banks to begin applying Basel II from 

January 1st, 2008 and to continue applying Basel I by that date. The National Bank of Romania 

has chosen this option, enabling Romanian credit institutions to choose the moment for starting 

Basel II. As a result, all banks have decided to start its application from January 1st, 2008. 

Banks have to adopt decisions correlated to the potential results and risks they may 

assume in order to achieve such levels, so profit-risk knowledge and application of key measures 

for future decisions stand for a central objective of bank management. 

Because of these single or combined risk actions, influenced by the economic status, 

credit institutions may go bankrupt. Therefore, the fifth chapter of the thesis deals with the 

institutional crisis in banks and bank bankruptcy, presenting the judicial reorganization 

procedure and credit institution bankruptcy, by reviewing the first banks to have gone 

bankruptcy and their reasons for reaching bankruptcy threshold. 

The first year that affected the image of the banking system was 1996, when the National 

Bank withdrew its support for Dacia Felix and Credit Bank, as a start-up point in the reform of 

the banking system. The first two bank failures were written down in the history of the banking 

system. 

The problems of the Romanian banking system after 1989 were not only the prolonged 

structuring of banks or the bankruptcy of others, but there also were problems not related to 

banks, but which banks had to face. These were the hyperinflation of the 1993-1994 and 1997-

1998 periods, that forced banks to outbid real estate investments (mainly offices), in order to 

preserve their capital. The worsening financial situation picture was completed by a terrible tax 

accounting system, which heavily taxed inflated profits and losses, contributing to the 

continuous decapitalisation of Romanian banks having lei capitals. There also was a lack of 

firmness on behalf of the central bank, which permitted the substantial accumulation of bad loans 

without acting appropriately. 

Once Romania joined the European Union, a new stage for the evolution of the 

Romanian banking system began. European integration process has been equivalent to the 

Romania’s development for reform, following the European countries existing model. 

Regarding the financial crisis and its impact upon the banking world, I have described the 

socio-economic and political situation that triggered the crisis. Some modern economic theories 

reject the idea of a valid general theoretical model for crisis, considering that each financial crisis 
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is unique, in fact each crisis represents a historical accident, caused by specific factors, in a 

certain socio-economic and political conjuncture.  

According to these theories, crises cannot be anticipated in order to minimize their 

negative effects.  

Credit crisis that erupted in the U.S. in August 2007 led to the bankruptcy of some of the 

largest banks in the world and its effects are felt up to the day on the European financial markets.  

After Lehman Brothers’ bankruptcy, Merrill Lynch’s acquisition by Bank of America 

and the nationalization of American International Group (AIG), the U.S. government adopted the 

“Law of economic stabilization", meant to save the U.S. financial system from collapse.  

This international economic crisis has produced large economic fluctuations on the 

Romanian market too, affecting both the stock market and the exchange market. However the 

Governor of the National Bank assured Romania's banking system to be stable, explaining that 

all foreign banks that held shares on the Romanian market would not be able to get their money 

back under any circumstances.  

The impact of the global financial crisis upon the Romanian financial system was 

concluded to have been relatively low by the members of the National Committee for Financial 

Stability (NCFS) who examined the impact of international crisis upon institutions, markets and 

financial infrastructure, and upon the real economy of Romania. 
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Chapter I  

THE ANALYSIS OF THE ROMANIAN BANKING SYSTEM IN THE 
CONTEXT OF GLOBALIZATION AND EUROPEAN UNION 
INTEGRATION 
 
          Given the importance and the role held by the banking-financial sector in the proper 

functioning of the companies as well as of the economy, as a whole, the implementation of a 

modern banking system has been required after 1989, a system able to offer a wide range of high 

quality products and service, in order to satisfy the requirements of all categories of financial 

intermediaries and of the population living in a market economy.  

          Until 1990’s, the banking system in former communist countries followed the Soviet 

model, namely a central bank, which also had the attributions of the main commercial bank and 

several specialized banks (for investments, for agriculture and food industry, for foreign trade), 

as well as houses and savings cooperatives the letter serving to draw available public money, in 

order to be used in the economy through the central bank.   

          In this context, essential changes have been made in the banking activity from Romania 

right after 1989, during the early transition period. More accurate, in December, 1990, the reform 

of the Romanian banking system led to a structural division of the “single bank” system, on two 

different levels: 

a) First, the National Bank is recognized as the Central Bank 

b) On the other hand, former state-owned banks (Romanian Bank for Foreign Trade, 

Agricultural Bank, Investments Bank) have been converted into commercial banks, with 

state owned and local private capital, based on a decision of Government, and new 

organizational and functioning regulations have been also established for these banks. 

          The transition from centralized economy to market economy has also involved the 

reorganization of banks as stock companies and also their autonomy, the privatization and the 

emergence of new banking institutions with both local and foreign capital (Căpraru 2009, 

p.147). 

          As the synthetic indicator which reflects the economical efficiency of the banking activity 

in a market economy is profit, during this transition period, the banks organized their activity in 

such way to attract as many customers as possible, in order to ensure the achievement of the 

proposed objective. 

          The Romanian banking system passed through a serious crisis due to the granting of a 

large number of non-performing bank loans during the transition period, and this was due to the 
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fact that for a large period of time the main function of loans was to support of state companies 

with losses.    

          All banking institutions, in their capacity of commercial banks, must not only be seen as “a 

business”, but also as institutions with a real public character. They shouldn’t be exclusively 

characterized as commercial companies focused towards meeting a certain interest of the 

shareholders or of other interested groups, but also as specialized entities supposed to solve 

financial-banking problems of certain large collectivities, including both legal persons and 

individuals.    

          Currently, it can be asserted that the global organizational goal of each commercial bank is 

to survive among financial and capital structures. In order to reach this goal, each bank has to 

maximize its social utility function and to target the increase of its own profitability.     

          In the first part of this chapter I have outlined the state of the Romanian banking system 

under the impact of several historical, economical and social events which contributed to its 

formation and evolution, as well as in the context of transition towards a market economy, 

starting with the role played by the National Bank of Romania in the evolution of the banking 

system and continuing with the evolution of the banking activity in the context of globalization. 

         It is quite difficult to conceptualize globalization and it also requires complex approaches 

due to its abstract nature, which doesn’t refer to something material, easily identifiable, 

measured by dedicated units. There is no indicator or statistical parameter, obtained by 

calculation, not even sophisticated ones, able to reflect globalization in its true essence.  

Therefore, there are several points of view on globalization, views being divided; this situation 

gave rise to three schools or schools of thought, namely: hyperglobalists, sceptics and 

transformationalists, each trying to present a different perspective on globalization in order to 

better understand this process. 

         The internationalization of banking in recent decades was marked by four major factors 

which influenced the internationalization activities of banks1:  

 The changing of the international role of banks: the elimination of financial 

intermediaries, the augmentation of the role of capital markets; 

 The transforming of the global banking industry: the cancellation of restrictions, financial 

crises and changing of the new monetary paradigms; 

 The emergence of economic structures in European Union; 

 The development of financial products and services.  

These directions have shaped the internationalization of banks since the early 70’s, when 

banks have substantially expanded their external activities; innovations of capital markets also 

                                                   
1 Smith, R., Walter, I. – Global Banking. New York: Oxford University Press, 1997, p. 67 
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experienced a significant growth. The main innovations targeted the improvement of security, 

involving the elimination of financial intermediaries, the increasing of direct grants, as well as 

the implementation of negotiable loans within security markets2.  

Romania’s European Union integration process was an event which marked the banking 

activity, the restructuring of the banking system became necessary in order to financially support 

all economic activities necessary in the reform process of Romanian economy. 

Restructuring the banking system along with the regulation, licensing and banking 

activity supervision are two main issues addressed by the Romanian banking system remodeling 

(remodeling of the banking system aimed the creation of a banking system specific for a market 

economy, as well as the harmonization of Romanian legislation with the European Union 

countries legislation). 

Romanian banks have reshaped business options and internal managerial structures, 

starting with redefining the organization of the activity in terms of its relationship with customers 

and subdivision of activity according to customers’ requirements. The changing of the Banking 

Strategies in Romania and their growing orientation towards the customer, especially of the big 

banks that have significant financial capacity shows that they are following the behavior of banks 

from more developed economies. Financial activities will be separated according to customers, 

not to their intrinsic nature. There is a services integration trend due to the customers’ request of 

complete financial services packages. Placing emphasis on customer-bank relationship, banks are 

currently interested in business relations convenient for both parties. Before  preparing 

developmental strategies, the bank must know the evolution forecast of the area in which they 

operate. 

Through the investments support policy in the area, tha bank can be seen as a shaping 

factor of the economic process in the area where they operate. Romanian banks have a good 

example in US banks in what regards the accomplshment of this particular function, US banks 

being even obliged to contribute to the economic development of the area in order to maintain 

their operating authorization, but also some European countries. 

The restructuring of Romanian banks in this direction, meaningly to suport  bussiness 

projects through credits that they can support themselves or ventures with other banks from 

richer areas, must consider the overall economic development. 

Operational changes are an urgent need for banks from Romania as they compete for 

funds with other banking companies from developed countries in the European Union which are 

very strong and have much experience within the economic structures of market. 

                                                   
2 Mullineux, A.,  Murinde, V. – Globalization and convergence of banking systems, în “Handbook of International 

Banking,” editted by  Mullineux, A. şi Murinde, V., Cheltenham, UK: Edward Elgar. 2003, p. 23 
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With Romania joining EU, the Romanian banking system is actively involved in running 

projects aimed at modernizing the banking system, among these projects being also included the 

project of the single Euro payments area, which aims at making European economy more 

transparent and competitive.  

          Single Euro Payments Area (SEPA) Project refers to the Euro zone where will no longer 

exist differences between the current internal and external payments - consumers, merchants and 

corporations will be able to make payments in the Euro area as follows: 

-  From a single bank account,  

          -  Using a single set of payment instruments, 

          -  As safe, fast and effectively as in the current national context. 

We can also conclude that a single market is not complete until it has a unique payment 

system, so that payment transactions can be run with a single bank account and with a single set 

of payment instruments in the entire Euro zone, as simple and secure as it operates today, on 

national level.  
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Chapter  II 
 
PROFITABILITY ANALYSIS IN BANKING INSTITUTIONS 
 

             Stable banking systems are able to provide credible information to all participants in 

financial markets, being concerned about the optimization of the bank’s performance. 

One of the main objectives of credit institutions is to optimize profits, furthermore the 

performance of the bank indicates its stability and the confidence of its depositors, and so 

achieving higher performances should be encouraged both for an efficient and dynamic financial 

system.  

Performance can be defined as the measure of stability of the activity of the bank, 

characterized by low levels of risks of any kind and a normal trend of profits growth from one 

analysis period to another3. 

Performance management intersects the area of bank management, quality being 

reflected in bank performances, directly related to the management of the assets and liabilities of 

the bank, which are reflected in its balance sheet and in the profit and loss account. 

Bank management is mainly profit-driven, meaning a higher bank performance. In the 

specialty literature, but also in banking practice, various instruments for measuring the 

performance of the bank are known, but one of the most effective is the system of indicators used 

for this purpose. 

Indicators assessing the performance of the bank are very expressive, reflecting a variety 

of aspects: the level of profit generation, operational and managerial efficiency etc. 

In this chapter we theoretically presented the main performance indicators of a banking 

institution, namely:  

- Economic rate of return (ROA - return on assets), – is determined as the ratio between 

net profit and total assets of banks and expresses the profitability of the assets use, 

meaning the net profit of an asset monetary unit4.  

- Financial rate of return (ROE – Return on equity) – is determined as the ratio between 

net profit and equity and provides information regarding the profit registered by a single 

accounting value unit of the shareholders investment in the bank. 

- Leverage effect (EM – equity multiplier) – or capital expanding is a synthetic indicator 

which shows the degree to which the use of additional attracted resources leads to equity 

profitability increase. 

                                                   
3 I.Bătrâncea, I.Trenca, A.Bejenaru, S.N.Borlea – Analiza performanţelor şi riscurilor bancare (Performance 
Analysis and Banking Risks), Risoprint Publishing House, Cluj-Napoca, 2008, p.374 
4 I. Bătrâncea ş.a., - ,,Analiza performanţelor şi Riscurilor bancare” (Performance Analysis and Banking Risks), 
Risoprint Publishing House, Cluj-Napoca, 2008, Op.cit..p.382 
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- Net profit rate – (Marginal profit- MP) – is calculated as the percentage ratio between 

net profit and total income 

- The degree of assets utilization (AU – assets utilization) – is an indicator which depends 

on the size of the market active interest and on the structure of banking assets and is 

calculated as the percentage ratio between the total income from banking operations and 

total assets and reflects the total revenue obtained from the use of assets (interest 

incomes, fees, taxes and nonprofit incomes). 

Given the internal and external competition between banking institutions we assessed and 

analyzed the economic and financial rate  of return in Romanian banking system, as well as 

reported to the European one in order to asses the viability of the Romanian banking system 

compared to other European Union countries. 

In the Romanian banking system Financial rate of return (ROE) registered a slightly 

lower level than that registered in the previous year (11,44 % in 2007 to 11,67% in 2006) in 

terms of net profit dynamics comparable to that of equity, will meet a slight increase in 2008, 

reaching 1,7%. ROE analysis based on determinant factors, using Du Pont decomposition, 

reveal a slight deterioration of banking capital as a result of the diminishing capacity of assets to 

generate income (from 1.46% in 2006 to 1.3 in 2007), at the same time the leverage effect 

registered a rise (from 7.97 in 2006 to 8.82 in 2007), but it only partially compensated the 

decrease recorded by the rate of economic profitability (ROA). 

 

Table no. 1        Evolution of ROE and ROA indicators during 2005 – 2008 

Indicators Calculation  2005 2006 2007 2008 

ROE – banking 

system 
Net profit / Equity 15,2% 11,7% 11,4% 18,1% 

ROA – banking 

system 
Net profit / total assets 1,9% 1,5% 1,3% 1,7% 

Source: Financial Stability Report, NBR 2009 

 

Massive investments, mainly targeting banking networks expansion, as well as 

increasingly competition led to a decrease of profit percentage in the operating income of 

approximately 2.6 percentage points, from 20,18% in 2006 to 17,6% in 2007.  However the 

assets ability to generate income was not affected. The value of assets usage rate slightly 

increased, reaching 7,37% at the end of 2007 from 7,26 in late 2006. Under these conditions, the 

economic rate of return (ROA) had again a decreasing dynamic during 2007, but at a slower pace 
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than in previous years (See Table 1), for which, its size remains comparable to levels recorded in 

other European countries. 

We made a detailed analysis of financial performance indicators in three banks that we 

have taken in study, based on the models previously presented: Banca Transilvania, Banca 

Română de Dezvoltare-GSG and Banca Comercială Carpatica, as well as a comparative analysis 

between these banks and ROE –ROA of the Romanian banking system. 

Economic rate of return (ROA) in the banking system and in the BTRA, BRD-GSG, BCC 

is the expression of the overall profitability of a banking company. It is also called assets profit 

or return on assets and measures the effect of the managerial capacity to use financial and actual 

resources of the banking company in order to generate profit. Thus, the graphs below show the 

evolution of ROE and ROA in the Romanian banking system and BTRA, BRD-GSG and BCC. 
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Evolution of ROE at BTRA, BRD-GSG, BCC and for the Romanian banking 
system 

Evolution of ROA at BTRA, BRD-GSG, BCC and for the Romanian banking 
system 
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The trend of financial rate of return (ROE) for the banking system compared with BTRA 

and BRD-GSG reveals that the two banks have a higher ROE than the banking system, 

respectively there BRD has a margin of 18,09% more done in 2007. This denotes an effective 

risk management and a healthy crediting policy of the bank. The BCC financial rate of return 

was below the threshold recorded in the banking system, registering the lowest level of 4,19% in 

2007. 

The analysis of the economic rate of return (ROA) in the banking system and BTRA, 

BRD-GSG, BCC highlights an increased level of profit, particularly at BRD-GSG, registering an 

upward trend throughout the entire period under review. As the rate of financial return, economic 

rate of return at BCC showed a decreasing trend, resulting values below the level of the banking 

system. BTRA, registered a value of ROA of 2.45% in 2007, very close to the level recorded by 

BRD-GSG, respectively 2,62%, but still over the level of the banking system. 

In terms of ROE5 and ROA,  values recorded at the end of December 2008 were: 18,1% 

and 1,7%,  and are comparable with those of the parent banking companies having branches in 

Romania6. 

Conclusions: 

As discussed in this chapter, banks operate based on the criteria of profitability, like any 

other commercial company, permanently seeking to achieve net profit in terms of specific risks 

(general economic development, restrictions imposed by the Central Bank, insolvency, the 

financial structure of the bank) that any bank should take into consideration during carrying out 

its activity. 

Profitability is an indicator of the bank’s competitive position on banking markets and of 

the quality of its management, ensuring the health of the banking system.  

           Traditional banking practice - based on deposits formation and loans granting – is only 

one part of the specific activity of banks, often being the least profitable. Major sources of 

profitability of banks are trading on financial markets and generating revenue through fees. 

Unlike other areas, banking activity is a particular one if we consider the bank’s functions 

and characteristics of extreme volatility of most banking products and services, and therefore a 

directly proportional connection between profit and risk is required in the management of 

banking institutions.  
                                                   
5 ROE, ROA are currently calculated using the monthly average of equity at the nominator, respectively that of assets. 
For comparison, levels recalculated associated to the 31st of Decembe, 2007 are 10.8% and 1.3%. 
6 ROE: 19,5% for Raiffeisen International (septembrie 2008, 3rd Quarter Report 2008), 18% for Piraeus Bank 
Grecia (Financial Highlights of the Group 2008), 15,7 % for Alpha Bank (December 2008, Alpha Bank Press 
Release: Full Year 2008 Performance Overview), 6,4 % for Groupe Societe Generale (December, Resultats de 
l’annee et du 4-eme trimestre 2008); ROA: 1,1% for Piraeus Bank Grecia (Financial Highlights of the Group 2008), 
0,9% for Eurobank EFG (FY 2008 Financial Results, p.2). 
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Banks act in more uncertain conditions than non-banking institutions, both in the fields of 

resources which have no quantifiable stability, as in the field of investments containing a risk 

factor in their nature.  

Banks obviously are willing to obtain high profits and, equally, to minimize risks, so 

bank performance concerns first of all determining the bank’s stability, the degree of its exposure 

to various risk categories and then the level of its efficiency.  

For these reasons, the banking financial diagnosis has two components: 

            -     Diagnosis of profitability (return on equity, economic profitability) 

            -     Diagnosis of risk (operational risk, financial risk, the risk of bankruptcy). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Banking Analysis System  Synthesis of the PhD Thesis 

 23 

Chapter III 
 

RISK ANALYSIS WITHIN THE BANKING ENVIRONMENT   
  The economic, monetary and financial banking environment is permanently subjected to 

a fierce competition and the appearance of unknown new risks, which manifest differently. Under 

these circumstances it is extremely difficult to present a certain form of risk, or to seek a precise 

definition, given the uncertainty feature of our contemporary world.  

  According to these, the risk is approached in various ways by some experts, so they 

expressed their different opinions in the literature of the country and abroad.  

  Professor George Manolescu, PhD believes that the risk concept is strongly related to 

those of profitability and flexibility. The financial result of the company is subject to 

unanticipated events that accompany its activity in all areas. The risk affects the variability of the 

result, as it affects the assets return and therefore the invested capital7.  

  This chapter presents a risk classification, mainly referring to the significant risks of the 

banking institutions; it selects and analyses the risks with the largest impact upon their activity: 

credit risk, market risk (interest rate risk, exchange rate risk), liquidity risk and operational risk.  

  Credit risk  

  The crediting activity risk is the probability of loss due to a debtor's insolvency and non-

payment of a loan. For the commercial banks on the whole, this risk has a systemic character; its 

extent does not result from the simple summation of the credit risks faced by the individual 

components of the banking system, but it is the 'synergistic' result of the propagated effects in the 

whole system8.  

  The lending activity is the main activity of banking entities and credit risk is the most 

important one out of the various risks that may affect the results of the bank financial 

intermediaries. Its intensity is measured by the damaging or improvement in the quality of the 

loan portfolio related to the customers’ solvency.  

  For financial standing evaluation and the risk classes of customers, I analyzed a company 

in terms of the method used by two different banks: CEC Bank and MKB Romexterra Bank.  

 

 

 

 

 
                                                   
7 Gh. Manolescu-Managementul financiar (Financial Management), Economic Publishing House, Bucharest, 1995, 
p.169. 
8 I.L. Popa, B. Dima, - Analiza Sistemului Bancar Comercial (Commercial Banking System Analysis), Mirton 

Publishing House, Timişoara 2004. 
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Table no. 2 Evaluation of general credit risk classes - CEC Bank SA Method 

 31.12.2006 31.12.2007 30.06.2008 
1. Points for financial indicators 18 13 13 
2. Points for non-financial indicators 12 12 12 
Total points 30 25 25 
Financial reliability grade A B B 

 Source: Author’s processing 
 
Table no. 3           Evaluation of financial performance classes–  
                                              MKB Romexterra Bank SA Method 

 
 31.12.2006 31.12.2007 30.06.2008 

1. Points for financial indicators 52 42 35 
2. Points for non-financial indicators 30 30 30 

Total points 82 72 65 
Financial reliability grade A B B 

 Source: Author’s processing 
 

To conclude with, after estimating the financial performance indicators of a company 

through the two specific methods of the above listed banks, although the applied methodology 

slightly differs from one bank to another, at the end of the analysis, the company was placed in 

the same risk class (financial reliability class), that is A on 31.12.2006; B on 31/12/2007, B on 

30.06.2008.  

Taking into account the fact that banks must filter businesses and promote the efficient, 

reliable and legal ones for the lending process, thus encouraging effective activities for all bank 

loan users, the estimation of financial reliability indicators represents a very important milestone 

in decision taking. Banks have to evaluate the potential risks of crediting a business, to 

investigate the reasons for asking the loan and to identify the payback resources that depend on 

the development of the credited business.  

The analysis methods currently used by banking societies are based on a series of 

concepts and techniques that represent the gravity center of technical and quantitative analysis of 

crediting. Furthermore, banks prove a great dependence on the financial reliability indicators and 

the guarantees presented by the loan applicant, but these indicators do not always reflect the 

reality and even if they did, this should be only a visit card of the company, and its guarantees 

should be looked upon like an insuring measure, and not like a certainty for recovering the loan 

by their turning to good account.  

Nowadays, having the circumstances of the new world economic crisis, all the principles 

and methods for giving a loan by taking less risks on behalf of the creditors, are under a lot of 



Banking Analysis System  Synthesis of the PhD Thesis 

 25 

pressure from both the internal and international economic environments. Even though the credit 

analysis considered the company to have its financial reliability indicators situated in a 

comfortable risk class and the presented guarantees were considered solid at the time, under 

crisis conditions, the company may face problems for paying back the loan. Moreover, the bank 

may face difficulties in foreclosing the guarantees because of the fact that their price might have 

decreased in time, so the resulting sums have a much smaller amount then the original amount of 

the loan. There’s also the uncertainty of being able to foreclose the guarantees in times of crisis, 

when most transactions are blocked, furthermore leading to difficulties in providing liquidity to 

banks, forced it to turn to extreme and expensive solutions. All in all I believe that the important 

factors of approving loans are the quality of the management, business efficiency and its 

security. 

Market risk 

The market risk is a basic component of the financial risk management system if the 

credit institutions operate on well-developed financial markets. Market risk is defined as the risk 

associated to the occurrence of losses on balance sheet and outside the balance sheet items due to 

changes in the market prices (Isaic - Maniu, I., 2006: 76).  

The main risk categories that lead to changes in the financial markets, and which actually 

lead to market risk are: interest rate risk - the variation of the development trend; exchange rate 

risk - exchange rate variation and thus the worth value of different foreign assets and liabilities in 

national currency; shares price risk - corresponds to the loss or the lack of profit that may result 

from the change in the value of shares held by credit institutions.  

Starting with 1998, the authorizing institutions have required a supplementary capital 

reserve for the insurance covering of significant losses that might affect their stability on behalf 

of the banks with large trading activities. The size of the reserve, also known as the capital 

requirement for covering the market risk is directly proportional to an indicator which reflects 

the portfolio risk. Currently the market risk is measured in terms of value at risk (VaR9).  

For the risk factors categories for which estimated by the credit institution through an 

internal model, the capital requirement is determined according to:  

Ct = max(VaRt) 

where: 

Ct – the capital requirement of the t working day; 
VaRt – value at risk for the t working day; 
K – multiplication factor; 
VaRt-i – value at risk for the t-1 working day; 
RSt – capital requirement.  

                                                   
9 Value at Risk 
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In order to determine the value at risk for the t working day, the financial instruments 

positions would be used (only the instruments of the advanced method portfolios), out of the 

trading book at the end of the t-1 day10 and using the National Bank of Romania validated 

methodology.11 

  
Interest rate risk 
 
As it has been defined by some authors, (I.L.Popa, B. Dima), the interest rate represents 

the cost of “new” and “old” financial resources assigned by bank and non-bank financial 

intermediaries in the process . 

The interest is the amount reimbursed to the owner of the loan or the price for using the 

capital and it also covers the potential risks of that loan. 

The main indicator for assets and liabilities management is the net interest margin. The 

objectives of asset and liabilities management reside in increasing the bank’s incomes out of 

investments, while decreasing the costs of the attracted resources and maintaining an acceptable 

risk level and compliance to the capital adequacy and bank liquidity regulations. 

Assets and liabilities management that collects and uses all funds represents the financial 

core of a bank12. Furthermore, assets and liabilities management refers to strategic planning and 

monitoring processes that influence the volume diversity and sensitivity of interest rates, as well 

as the quality and liquidity of a bank’s assets and liabilities. The main objective for assets and 

liabilities management is to produce a net interest revenue flow that should be high, stable and 

with an increasing tendency. This level may be attained by an optimal combination of assets, 

liabilities and financial risks.13 

Assets and liabilities management focuses upon the net interest margin (NIM) that 

expresses the monetary unit difference between interest incomes and interest expenses and is 

computed by subtracting the interest out of the interest revenues for valuable assets.  

Net interest margin = Interest incomes – Interest expenses 

The objective of assets and liabilities management is to control the net interest margin. 

The bank management may adopt a defensive or offensive attitude towards controlling the net 

interest margin. When adopting a defensive attitude, the emphasis is set upon a low dependency 
                                                   

10 The positions of the VaR determining day won’t be taken into account. 
11 The capital requirement for a non-working day is equal to the capital requirement of the last working day. The 

multiplication factor of a working day is determined by summing up the minimum multiplication factor and the 
additional multiplication factor of the day. The minimum  multiplication factor cannot be less than 3; if the NBR 
asks for a multiplication factor greater than 3, it has to justify its reasons for adjusting the minimum multiplication 
factor and their importance. The additional multiplication factor is determined according to back-testing results.  

12 Greuning H.v., Brajovic Bratanovic J. – Analyzing and Managing Banking Risk, A Framework for Assessing 
Corporate Governance and Financial Risk, Irecson Publishing House, Bucharest, 2004 – Op.cit., p.44 

13 Idem 
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of the net interest margin in the market interest rate variations. An offensive attitude in the assets 

and liabilities management aims to increase the net interest margin by restructuring the financial 

investments’ portfolio of that banking institution. 

The interest rate is the main element to be negotiated with clients by any banking 

company and the interest rate risk is due to the fluctuations in the interest rate level. 

Foreign exchange risk – is another component of the market risk and it depends on the 

market fluctuations of the exchange rate14. 

Foreign exchange risk (currency risk) may be defined as being the risk of potential losses 

out of the exchange rate fluctuations. It is strongly related to interest rate risk15. 

Foreign exchange risk expresses the probability that a change of the market exchange 

rates to adversely influence the bank’s interest margin.  

Exchange rate risk may be estimated through two basic indicators, which are the 

individual exchange position of each currency and the global exchange position that has the 

advantage of an overall overview for the bank's foreign exchange exposure and the disadvantage 

of overselling the currency situation, instead of managing it.  

From the performed analysis, I concluded that the exchange rate evolution and the 

exchange market characteristics had not induced any particular risks upon the financial stability 

of 2008. For the forth consecutive year, the weight of the total positions in own funds has been 

below 2%, so the direct exposure of Romanian credit institutions to the currency risk has been 

kept at a low level. The transition from predominantly short positions to predominantly large 

positions in 2006 was maintained in 2008, but their absolute difference increased. However, the 

Romanian banking system would not be affected by an eventual big change of the exchange rates 

on the direct channel, considering that the regulated total position may not exceed 20% of own 

funds, which was also confirmed by a stress test analysis of banks.  

Corporate sector exposure to exchange rate risk is greater than the one indicated by the 

internal contracted loans. This is mainly due to large companies, whose foreign direct loans 

increased during 2008. Furthermore, this vulnerability increases indirect exposure of banks to 

exchange rate risk.  

On December 31st 2008 the weight of transacted securities to total assets was of 5%, and 

in late March 2009 it became of over 8%, indicating an increased preference for certificates, that 

are liquid instruments with very low risks. The weight of securities in total liabilities decreased 

                                                   
14 Norm no.17 of 18.12.2003 of NBR, regarding the organization and internal control of credit institutions’ activity and 

significant risks’ administration, as well as the development of internal audit activities of credit institutions, 
published in O.M. no. 47 of 20.01.2004. 

15 C.Basno, N.Dardac – Op. Cit., p.19 
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by 0.23%, as compared to the 2.9% for the month of September and the 2,6% in March 31st 

2009, but the increased share of transacted financial derivatives did not covered the reduced ratio 

of invested debt to total liabilities (NBR - Financial Stability Report 2008). 
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Graph no. 2 – Evolution of securities operations 

 
 

The results of the stress tests performed in March 2009 on an International Monetary 

Fund (IMF) scenario proved that although the global exchange rate risk of foreign currency 

denominated assets and liabilities is relatively low, by negatively affecting 1,56% of own funds, 

there are significant individual differences.  
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Liquidity risk 
Liquidity risk, also known as financing risk, is the potential risk of an enterprise to face 

difficulties in finding the funds for covering financial instruments commitments. Financial risk 

may result out of incapacity of quickly trading a financial asset for its real value16. 

The liquidity risk expresses the probability for a bank not to be able to fulfill payments 

towards its customers, because of widening the long-term investments to short-term investments 

ratio and their lack of correlation to the liabilities structure17. 

Long-term investments are generally greater than the short-term investments of the bank; 

therefore banks may encounter two delicate situations:  

a) not to be able to fulfill short-term commitments;  

b) to get short maturity resources, while their investments have long maturities. 

The first situation, which is also called immediate liquidity risk, is due to the massive and 

sudden withdrawal of its creditors.  

If a bank faces liquidity risk, it may be determined either to borrow emergency funds for 

excessive costs in order to cover its immediate cash needs or to attract new depositors by paying 

them greater interest rates than the ones of the market .  

Immediate liquidity risk is a specific risk for banks and the art of managing a bank 

resides precisely in knowing how to manage liquidities in order to face withdrawals, without 

harming the opportunities of requested loans.  

The second situation is also known as transformation risk and it requires the following 

considerations on behalf of banks:  

- resources and investments should be judged according to their real liquidity and 

payability and not the legal ones. Thus, sight deposits are often more stable than term deposits, 

interbank deposits are more volatile than customer deposits, customer debtor accounts are often 

more tied up than long maturity loans.  

- the financial innovation of recent years change the liquidity risk of a bank by increasing 

it through credit commitments development such as multi options facilities and by decreasing it 

through the development of negotiable claims secondary markets.  

The art of transforming short maturity resources to long maturity investments and quickly 

coping with the liquidity crisis at low costs is a specific skill of bank management.  

 
 
 
 

                                                   
16 International Accounting Standards, Economic Publishing House, Bucharest, 2001, p.765-766 
17 M. Stoica - Op.cit., p.153  
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Operational risk 
The international financial markets as well as the European ones are undergoing a 

continuous and complex process of adapting their products and services to market competition, 

the development of economies and expanding globalization of economic activities.  

Under these circumstances, the operational risk has become  an increasing important 

element of credit institutions because they have to redefine their own products and services in 

order to strengthen their market position and to penetrate new markets, because of the increased 

demand in financial innovative products (example: securitized products, credit derivatives, 

structural products)18. 

Basel Committee19 defines operational risk as the risk of losses resulted from inadequate 

or defective internal processes, people and systems or external events, focusing on the 

determinant causes of losses in order to differentiate the operational losses of other risk 

categories losses.  

  In order to maintain their market position and to remain competitive and profitable, 

financial institutions must comply with the legal standards and regulations and they also have to 

anticipate the development of the market and to be sensitive to significant factors affecting 

market dynamics.  

The increased complexity of banking practices and the financial markets tendency to deal 

global transactions in real time, involve a greater supervising concern on behalf of the authorities 

for the financial institutions. This financial market evolution brings along new risks and 

exposures that have to be determined, quantified and managed, hence the need to develop robust 

operational risk management systems.  

In this context all European banking/financial institutions have adopted the regulations 

proposed by the Basel Committee and Basel II Accord.  

The Basel Committee associates unexpected losses to operational risks, further arising 

from the following determinants: human errors, computer system errors, inadequacy of 

procedures and controls, external events. 

The key determinants of operational risk may be categorized:  

Table no. 4   Main determinants of operational risk 

Human Systems Processes External Events 
Frauds and other penal 
deeds 

IT Problems (hardware 
or software problems, 
computer viruses etc.) 

Execution errors, 
registration errors, control 
errors and documenting  
errors (transaction risk) 

Penal activities (thefts, 
terrorism or 
vandalism) 

                                                   
18 Chernobai A., 2007:2 
19 BCBS, 2001:25 
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Internal or external rule 
violation (unauthorized 
transactions, etc)  

Unauthorized access to 
information and system 
security  

Modeling errors, 
methodologies and 
market stamping (model 
risk)  

Politic or military 
events (war or 
international accords) 

Errors connected to 
management lack of 
competence or 
negligence   

Absence or doubting 
data integrity  

Balance sheet errors and 
tax payment errors. 
Inadequate or formalized 
internal procedures  

Changes of the 
political, juridical 
regulating and fiscal 
environment (strategic 
risk) 

Loss of important 
employees (sicknesses, 
injuries, etc)  

Natural events (fire, 
earthquake, flood, etc)  

Security system 
violation 

Telecommunication 
errors 

Inadequate assignation of 
responsibilities  

Operational errors of 
suppliers or 
outsourced operations  

Source: Resti, A. & Sironi, A., 2007:515 

 
Operational risk is a banking risk that may occur from the very incorporation of the 

banking institution, taking all possible shapes for the different development stages of the banking 

institution’s activity, because the operational risk also includes the legal risk20. Having the 

largest manifestation area, operational risk has become the biggest threat of the worldwide 

banking systems, causing many bankruptcies in the global banking landscape.  

In Romania, the NBR issued Norm no. 17 of 2003 for regulating the internal control and 

internal audit structures of credit institutions, also referring to the measures recommended for 

operational risk management. For compliance with Basel II requirements, NBR issued in late 

2006 several regulations that determine the capital requirements for operational risk management 

to be applied for most Romanian credit institutions starting with 2008.  

Essentially, credit institutions are required to establish strong principles for operational 

risk management, but at the same time they have to calculate their minimum capital requirements 

according to their operational risk. The various quantitative worldwide studies have shown that 

the operational risk capital amount is compensated by the reduced credit risk capital requirement 

of the new Basel II regulations. 

The methods for determining the operational risk capital requirement of banking 

institutions21 are: 

- Basic indicator approach; 

- Standardized approach; 

                                                   
20 The legal risk describes the potential for loss arising from fines, penalties and sanctions given to the credit 

institution for not applying or wrongly applying the legal or contractual proceedings or the potential inadvertence 
in the contracted rights and obligations of parts. 

21 The computation method for the operational risk minimum capital requirements is set by National Bank of 
Romania – Romanian National Securities Comission Regulation no. 24/29/14.12.2006 regarding the operational 
risk minimum capital requirements of credit institutions and investment companies. 
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- Alternative  standardized approach; 

- Advanced measurement approach; 

- Combined approach. 

Furthermore, this chapter presents methods for determining the operational risk minimum 

capital requirement by the above presented approaches.  

No matter the approach adopted by the credit institutions in order to calculate their 

operational risk minimum capital requirements, it may only by applied having the prior approval 

of NBR. 

In addition to determining the minimum capital requirements for covering the various 

risks faced by the banking activities in recent years, the Basel Committee has focused upon 

liquidity management in banks because liquidity analysis constitutes a core activity of bank 

management, so the next chapter  presents liquidity analysis in banks. 
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Chapter IV 
 
LIQUIDITY ANALYSIS IN BANKS  
 

In order to highlight the role and importance of bank liquidity I have detailed some of its 

concepts and the monetary position as the expression of liquidity.   

One of the most important things in bank management is to ensure an adequate liquidity. 

According to some authors, „a bank is considered to have liquidity if it has an immediate access 

to necessary funds, at reasonable costs”22. This may mean that the bank either has that money, or 

may easily get them by loans or selling of assets.  

The management of a financial institution may control their own liquidity through a 

careful planning and anticipation of the variations registered in deposits, loans and profits. For 

being able to control their own liquidity, the management will set up a strategy for the holding of 

more or less liquidities, according to the anticipated need for funds, the risk aversion, risk 

determinants and other considerations. They should also take into account the relationship 

between liquidity and profitability. Thus, a bank may minimize liquidity by selling liquid assets 

and investing the resulted funds on the long term, for maximizing its profits (the bank counts on 

the fact that it would obtain the liquidities for covering unexpected needs from its given loans).  

This brings up an increased risk: on the one hand, the lack of liquidity at a crucial time 

for the bank and, on the other hand, the interest rate risk associated to long-term investments.  

In the reverse situation, the bank may maximize its liquidity degree by having liquid 

assets as a major part of its total assets, but its profitability will be substantially affected. Thus, 

taking into account these issues, a good liquidity management has to take into account all the 

determining factors of liquidity risk and bank profitability.   

Bank liquidity in regulated in our country by Norm no. 1 / 2001 with subsequent 

modifications of our National Bank (Norm 1 / 2002 and Norm 7 / 2003).  

The liquidity indicator is calculated as a ratio between the effective liquidity and the 

necessary liquidity, further determined in accordance with Norm no. 1 / 200123 of our National 

Bank on banks' liquidity.  

 ♦ Effective liquidity is determined by adding, on every maturity line, balance sheet assets 

to engagements received and presented outside the balance sheet.;  

♦ Necessary liquidity is determined by adding, on every maturity period, balance sheet 

obligations to engagements given and presented outside the balance sheet. 

                                                   
22 C. Basno, N. Dardac, Management bancar (Bank Management), Economic Publishing House, Bucharest 2002 
23 Norm no.1 from April 9th 2001 regarding banks’ liquidity, published within O.M. no.201/April 20th 2001. 
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According to the governing norms of the National Bank, a minimum threshold limit of 1 

is required for the liquidity indicator.  

The liquidity risk represents the probability for a bank not to be able to make payments to 

customers because of an uncorrelated deviation in the structural proportion of short-term loans 

and bank liabilities24.  

Better said, the liquidity risk represents a difficulty in getting the necessary resources for 

fulfilling its commitments at a certain time.  

There is a clear distinction between the liquidity risk that refers to an immediate 

availability of funds and the solvency risk, which means to cover the existing liabilities by 

expanding assets and, ultimately, the ability to cover the resource commitments through equity25.  

A bank manages liquidity through a) a prudent correlation between the maturity of assets 

and liabilities and by maintaining a permanent stock of liquid assets (e.g. cash and highly liquid 

securities).  

Reaching bank liquidity involves an improved effort to raise the performance indicators 

and a better yield. Moreover, banks have to make a particular effort in order to improve the 

accurate determination of resource needs by forecasted models that would reflect the magnitude 

and regularity of the money market requirements.  

These basically enhance an important way to increase the bank's ability to gain more 

profit and to increase its performance.  

The bank management has to deal with three aspects of the liquidity risk; to protect 

against liquidity risk, to measure the liquidity risk and to manage the liquidity risk.  

For demonstrating the importance of ensuring an adequate liquidity, I have presented a 

banking procedure for determining liquidity, the liquidity risk and its control, by illustrating this 

calculation and analysis procedure of liquidity for MKB Romexterra Bank SA, by completing 

the calculation of its liquidity indicator for 2007 and 2009 (Annex 1, Annex 2). 

 

  
  

                                                   
24 M.Stoica, Management Bancar (Bank Management), Economic Publishing House, Bucharest 1999, p. 153. 
25 C.Basno, N.Dardac, Management Bancar (Bank Management), Economic Publishing House, Bucharest, 2002, 
p.14. 
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Date of the report 08/31/2007 

 Liquidity Indicator Determination 
MKB Romexterra Bank SA 

Annex 1 

   Maturity period 

 1 month < D < 3 months 3 months  6 months 

  < D < < D < 

 

Indicators 
  D < 1 month 

  6 months 12 months 

12 months < D Total 

 0 1 2 3 4 5 6 7 

 Total assets (Annex 1a, rd.Total, col.2÷7) 1 33,013,472.00 82,673,446.00 113,559,062.00 257,395,560.00 499,785,821.00 1,486,427,361.00 

 
Total engagements received outside the balance 
sheet (Annex 1c, rd.Total, col.2÷7) 

2 532,731.00 - - - (532,731.00) - 

 

Effective liquidity 
rd.3col.3÷6=rd.1col.3÷6+rd.2col.3÷6+rd.7col.(n*-
1), 
rd.3 col.2,7=rd.1col.2,7+ rd.2 col.2,7 

3 

533,546,203.00 286,792,843.00 397,573,779.00 652,203,452.00 1,068,736,961.00 1,486,427,361.00 

 
Total balance sheet obligations (Annex 1b, 
rd.Total, col.2÷7) 

4 238,243,601.00 2,778,126.00 2,765,887.00 82,719,581.00 80,216,345.00 406,723,540.00 

 
Total engagements given outside the balance 
sheet (Annex 1d, rd.Total, col.2÷7) 

5 
91,183,205.00 - - - (91,183,205.00) - 

 Necessary liquidity rd.6=rd.4+rd.5 6 329,426,806.00 2,778,126.00 2,765,887.00 82,719,581.00 (10,966,860.00) 406,723,540.00 

 
Exceeding liquidity (reported for the next column)        
rd.7=rd.3 - rd.6, if rd.7>0 

7 204,119,397.00 284,014,717.00 394,807,892.00 569,483,871.00 X X 

 Liquidity Indicator rd.8=rd3/rd.61 8 1.62 103.23 143.74 7.88 1.00 3.65 

 * n is taking values from 3 to 6        
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Liquidity Indicator Determination 
MKB Romexterra Bank SA 

Date of the report 03/31/2009        

  Maturity period 

1 month < D < 3 months 3 months  6 months 

 < D < < D < 
Indicators 

  D < 1 month 

 6 months 12 months 

12 months < D Total 

0 1 2 3 4 5 6 7 

Total assets (Annex 1a, rd.Total, col.2÷7) 1 1.019.783.896 126.045.357 250.194.141 245.146.559 1.074.945.836 2.716.115.789 

Total engagements received outside the balance sheet 
(Annex 1c, ed. Total, col 2-7 2 308.352.727 0 0 0 -308.352.727 0 

Effective liquidity 
rd.3col.3÷6=rd.1col.3÷6+rd.2col.3÷6+rd.7col.(n*-1), 
rd.3 col.2,7=rd.1col.2,7+ rd.2 col.2,7 

3 1.328.136.623 723.752.924 727.454.194 753.878.916 1.144.958.710 2.716.115.789 

Total balance sheet obligations (Annex 1b,  rd.Total, 
col.2÷7)       4 551.141.535 246.492.871 218.721.837 375.513.315 349.147.461 1.741.017.019 

Total engagements given outside the balance sheet 
(Annex 1d, rd.Total, col.2÷7)                                    5 179.287.521 0 0 0 -179.287.521 0 

Necessary liquidity rd.6=rd.4+rd.5 6 730.429.056 246.492.871 218.721.837 375.513.315 169.859.940 1.741.017.019 

Exceeding liquidity (reported for the next column)                  
rd.7=rd.3 - rd.6, dacă rd. 7>0 7 597.707.567 477.260.053 508.732.357 378.365.601 X X 

Liquidity Indicator rd.8=rd3/rd.61 8 1,82 2,94 3,33 2,01 6,74 1,56 

Total balance sheet obligations Annex 1b. Total, col. 
2-7), without the  art. 20 and 201 adjustment 9 1.109.874.957 434.359.834 304.692.544 454.123.368 352.228.758 2.655.279.461 

* n is taking values from 3 to 6        
        

1 If rd.4 (rd.5, in some cases) col.x2<0 and rd.8 col.x 0, to rd.11(rd.12, in some cases) col.x, 0 is the resulting value.  
Îf rd.4 (rd.5, in some cases) col.x =0 and rd.8 col.x=0, la rd. 11(rd.12, in some cases) col.x, 1 is the resulting value. 
Îf rd.4 (rd.5, in some cases) col.x >0 and rd.8 col.x<=0, la rd. 11(rd.12, in some cases) col.x, 1 is the resulting value. 
Îf rd.4 (rd.5, in some cases) col.x=0 and rd.8 col.x<0, la rd. 11(rd.12, in some cases) col.x, 1 is the resulting value. 
Îf rd.4 (rd.5, in some cases) col.x<0 and rd.8 col.x<0, rd. 11(rd.12, in some cases) col.x=rd.8 col.x / rd.4 (rd.5, in some cases)  col.x. 

2Col.x stands for an y of the columns from 2 to 6  

Source: Estimated by the author according to the MKB Romexterra Bank SA reports.      
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Conclusions: From the analysis performed upon MKB Romexterra Bank, I concluded 

that this banking institution’s liquidity had a high level in 2007, further undergoing a decrease at 

the beginning of 2009.  

The global liquidity of a banking institution depends on its structural combination of 

assets and liabilities, and the maturity of its assets compared to that of its financing resources is 

an important determinant of its liquidity risk vulnerability.  

From the performed calculations for the 2007 and 2009 years, it resulted that the liquidity 

indicator of MKB Romexterra Bank has been estimated according to the existing regulations and 

it exceeds the minimum level of 1 (Annex 1, Annex 2).  

For values equal to 1 or less than 1, the bank does get to its resources’ maturity when it 

places them, thus indicating a proper correlation of the bank’s assets and liabilities in terms of 

maturity. This situation excludes liquidity risk.  

On 08/31/2007, the above 12 months maturity bands registered a critical situation of the 

liquidity indicator as it decreased to the minimum threshold. During 2007, for the one month to 

six months maturity bands, the banking institution faced an inability of placing its assets on the 

market, further leading to the existence of large liquidity surplus.  

For subunit values, the bank changes its short-term liabilities into long-term assets. This 

situation exposes the bank to liquidity risk, but it gives back the advantage of increasing its net 

interest margin, especially for an increasing curve of the interest rates (long term interest rates 

are higher than short term ones).  

For values above 1, the bank changes its long-term liabilities into short term assets. In 

this situation there is no liquidity risk, but this implies the disadvantage of reducing the net 

interest margin, for the most common case of an upward interest rate curve. This disadvantage 

may be eliminated for periods with a decreasing interest rate curve (short-term interest rates are 

higher than long term ones).  

Regarding the ratio between effective liquidity and necessary liquidity, it may be 

concluded that ensuring liquidity is a top management problem. 

For the evolution of liquidity in the Romanian banking system the performed analysis and 

the National Bank reports proved that the liquidity surplus of the Romanian banking system 

decreased during 2007, even if we had an upward evolution of the credit market and a reduced 

liquidity of the international financial markets. The liquidity position of Romanian credit 

institutions remained normally, and the connectivity degree of the interbank market was 

growing. Systemic risk was relatively low and bilateral interbank exposures were generally 

reduced as compared to the own funds and liquid assets of creditor banks. Assets’ financing from 

external resources of other financial institutions was increased, but was kept below the 
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vulnerability level registered by other countries in the region. None of the credit institutions 

interviewed by the National Bank for the March 2008 liquidity survey was forced to activate its 

emergency plan as a result of the turmoil in the international financial markets. The performance 

of credit institutions for correlating the maturity bands of liabilities and assets stated adequate, 

but the global liquidity of the Romanian banking system continued its downward trend while 

banking intermediation increased. The liquidity indicator of the whole banking system, 

calculated by regulations26, exceeded its minimum level of 1, but the difference between 

effective liquidity and necessary liquidity decreased in relative terms.  

The analysis of liquidity requires bank management not only to continuously assess their 

liquidity situation, but also to examine the way the funding requirements may evolve in different 

situations, including some adverse conditions.  

For liquidity monitoring, the Basle Committee focused its attention on how banks 

manage their overall liquidity. Technological and financial progress gave banks some new ways 

of financing their business and administering liquidity. Because of the fact that the standard 

practices for bank liquidity management have changed since the September 1992 publication of 

“Liquidity analysis and management framework” study, the Basel Committee issued a new 

study. It sets out the main principles for efficient liquidity management.  

The shape and complexity of the liquidity management process depends on the size and 

complexity of the bank and of the nature and complexity of its activities. Although the study 

focuses on large banks, these principles have a wide applicability to all banks.  

Good information management systems, the analysis of net funding requirements in 

various alternative scenarios, the diversification of financing resources and the provision plan are 

the important elements of a strong liquidity management in a small bank or a bank that is active 

on fewer markets than the large and complex banks.  

The internationalization of banking activities, an increasingly strong competition between 

credit institutions and product diversification are factors that expose the institution to various 

specific risks. Furthermore, the protection against risks has become a first-rank concern of credit 

institutions around the world, through effective methods and strategies for risk management. 

Romanian credit institutions have been forced to adopt the Basel II requirements starting from 

January 1st 2008, in order to determine the minimum capital requirements to cover the credit, 

market and operational risks. Regarding credit risk quantification, most Romanian credit 

institutions will use the standard approach and one only- the approach based on internal rating 

models. 

                                                   
26 As a ratio between the effective liquidity and the necessary liquidity of each maturity band, according NBR Norm 

no.1/2001 regarding banks’ liquidity, with subsequent modifications 
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The recommendations on banking supervision established by the Basel Committee are 

based on two fundamental principles:  

- Every foreign banking institution should be included in the banking supervision area;  

- Appropriate supervising practices (minimum capital requirements, monitoring banking 

risks, etc.). 

Due to the permanent changes of the global financial sector in terms of content and 

scope, the volatility of financial markets over the past decade, the development of financial 

innovation, and because of the economic turmoil that generated financial crises (like the ones 

from Asia in 1997 and Eastern Europe in 1998), the increasingly complex risks faced by banks 

nowadays, it was concluded that the 1988 Basel Agreement no longer provided the effective 

means to ensure that the capital requirements corresponded to the true risk profile of the bank. In 

other words, the tool was no longer sufficiently sensitive to the banking risks.  

As a response to the criticisms brought to the 1988 Basel Agreement, the Committee 

adopted a new scheme for capital adequacy, in June 2004 by Basel II (the official name is 

"International Convergence of Capital Measurement and Capital Standards: a Revised 

Framework"). The content of the new agreement is based on three pillars, having the same 

importance degree, namely:  

Pillar 1 : minimum capital requirements.;  

Pillar 2 : supervisory review process;  

Pillar 3 : transparency and the obligation of banks to disclose meaningful information to 

all stakeholders.  

So, it brought to the attention of international banks and not only, the quantification and 

the ways of preventing the most important types of risks faced by these institutions, namely: the 

credit risk, the market risk, the operational risk.  

The new agreement recommends the implementation of a more complex and more 

accurate approach for assessing banking risks (credit, market and operational), targeting the 

same main objective of the 1988 Basel Agreement - to promote the safety and strength of the 

banking system and to enhance banks’ competitiveness.  

The development and adoption of Basel II Framework in 2004 changed the optics upon 

risk quantification and banking supervision activities considerably. It brought new things 

compared to Basel I Accord. Basically, it evolved a transition from the "control" of risks towards 

an efficient risk management activity, both for individuals or groups. Its motivation resides, on 

one hand, in establishing the minimum capital requirements imposed by Basel II Accord, and, on 

the other hand, in protecting against possible "blockages" and / or financial crises generated 

either by the aggregate market or by the economic situation of that credit institution. The 
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approaching perspectives of the bank risk management had to include: credit risk (1988), market 

risk (1996) and operational risk (2004).  

This chapter further presents the standards and practices of Basel II Committee on 

Banking Supervision, focusing on the New Capital Framework, which is structured on the three 

pillars. 

The relationship between profits and liquidity  

The ideal situation (profit maximization) of a banking institution in terms of profitability 

would be to attract 1 week resources (interbank deposits) and to place them into long term loans 

for years. The level of interest rates for investments would be a lot higher than the one for short 

term resources, which would give a substantial margin between the active and passive interest, 

and thus a maximized profit.  

Even though the performance of loan clients would be excellent and there wouldn’t be 

any unpaid credits, the necessary liquidity cannot be permanently ensured up to the investments’ 

maturity because of various endogenous or exogenous factors of that financial institution’s 

system.  The interest rates’ fluctuations on such long periods may even lead to losses, although 

the initial profit forecasts were extremely optimistic.  

In terms of liquidity, its maximization would lead to the attraction of resources at any 

price and at longer maturities, and their further placement in low maturity liquid assets. In this 

way the GAP indices would register great positive values on all maturity bands, highlighting the 

permanent existence of mature assets, which completely cover the financial needs of due 

resources that would reach maturity and might leave that financial institution’s system.  

Analyzing this approach in terms of profitability, it reveals some major gaps that may 

lead to interruptions of the institution’s activity; the profit represents the very essence of any 

banking activity.  

Both extremes of an isolated approach to liquidity or profit maximization cannot lead to 

the healthy development of a bank, as it resembles the mathematical principle according to 

which a local maximum does not guarantee the achieving of a global maximum in the system.  

An optimum profit-liquidity is difficult to be achieved. Moreover, the permanent 

maintenance of an institution in this dual-optimal area is extremely difficult27.  

It is demonstrated that the strategy and the methods of bank liquidity management are an 

important objective of bank management in order to maintain a bank’s presence on the banking 

market.  

                                                   
27 http://facultate.regielive.ro/proiecte/economie/strategii bancare în domeniul lichidităţii. 
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Most banking activities depend directly or indirectly of the bank's ability to offer 

customers liquidities, as banks are vulnerable to any liquidity problems of their own specific 

institutional nature or to the ones affecting the market in general.  

Liquidity management is of particular importance for a bank's liquidity strategy, which 

refers to the adequate composition of bank assets and liabilities, liquidity management of 

different currencies, the relative confidence in certain financial instruments as well as the 

existence of a backup strategy dealing with potential temporary or long term liquidity problems.  

In order to ensure the viability of a banking institution, bank management should monitor 

the performance of banks, as well as their profitability and liquidity risk. Bank profitability and 

bank liquidity are closely interdependent, because a banking institution’s profitability depends of 

the bank’s ability to create liquidities and to place them on the market. 
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Chapter V 
 
INSTITUTIONAL CRISIS IN BANKS AND BANK BANKRUPTCY 
 

Under the incidence of the above presented risks, either acting individually or combined, 

credit institutions may go bankrupt.  

This chapter presents the financial reorganization and bankruptcy procedures for credit 

institutions, reviewing the first banks that faced bankruptcy and the determinants that brought 

them on the edge of bankruptcy.  

Of course that the problems faced by the Romanian banking system after 1989 don’t refer 

to periods of excessive restructuring and failures of banks only. There also were some objective 

problems, beyond the control of banks, which they were forced to face. Firstly, the 

hyperinflation of 1993-1994 and 1997-1998 forced banks to outbid real estate investments 

(mainly offices), in order to preserve their equity. The worsening financial situation picture was 

completed by a terrible tax accounting system, which heavily taxed inflated profits and losses, 

contributing to the continuous decapitalisation of Romanian banks having lei capitals. There also 

was a lack of firmness on behalf of the central bank, which permitted the substantial 

accumulation of bad loans without acting appropriately. 

Apparently, the transition period gave the banking system a huge growth for non-

performing loans, little financial intermediation operations, poor quality and low volume of 

asset, low liquidity and even insolvency. But things are not entirely like that. There have been 

some positive changes associated to the transition period, and they are worth mentioning: 

- The transition towards a market economy has created multiple opportunities for the 

banking system, especially with respect to the recovery and efficient allocation of financial 

resources, according to their economic performance and profitability criteria;  

- Banks have responded to the market forces by strengthening the overall trend of 

evolving towards a modern economy, that’s connected to international financial circuits by 

yearly increasing its portfolio of products and services and reflecting the consumers’ needs and 

preferences;  

- Competition for promoting the efficiency of the banking system increased yearly, 

contributing to the achievement of a functional economy status for Romania;  

- Banks have implemented healthy banking practices- present up to day, merely because 

of these implementations. Inter-bank competition and regulatory actions of the National Bank of 

Romania have helped banking development towards healthier practices, by combining the profit 

maximization criterion with the banking prudence;  
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- The human resources hired by the banking work sector increased in the transition 

period. The banking sector proved to be one of the most dynamic sectors of the Romanian 

economy in terms of employment growth, thereby contributing to the increase of the bank 

earnings on behalf of the wages taxes and contributions. Basically, this industry was among the 

few without tax evasion, so the taxes on wages from this sector were certain revenues for the 

state budget.  

Once Romania entered the European Union, a new stage began for the evolution of the 

Romanian banking system. European integration is equivalent to Romania’s reform 

development, following up the existing model of European countries.  

While racing for a better market share, Romanian credit institutions have continued to 

expand their territorial activities, even if the 2008 crisis outbreak slowed down this expansion. 

Since the effects of the economic crisis begins to be felt in Europe, Romania’s banking system 

started to be exposed to direct or indirect reactions of the international economic crisis.  

A decreasing dynamics of staff employment and staff dismissals were registered in 2008, 

but the number of employees of the system was not significantly affected. The situation changed 

in 2009, and the economic crisis was felt stronger in the Romanian banking system. Credit 

market has undergone great changes; some banks have tried to limit their reimbursing losses as 

much as possible by applying prudential policies. Other banks have reduced their costs by 

diminishing their activity and closing down non profitable agencies. MKB Romexterra Bank SA 

is a good example because in early November 2009 they announced the closure of 40 banking 

units of the total 70 existing in Romania at the time.  

Therefore banks should adopt a prudential policy in terms of crisis, thus maintaining their 

market share and surviving the crisis with minimal losses.  

Regarding the financial crisis and its impact upon the banking world, I have described the 

social economic and political situation and the factors that triggered the crisis.  

Credit crisis erupted in the U.S. in August 2007 and it led to the bankruptcy of some of 

the largest banks in the world and its effects are felt up to the day on the European financial 

markets. After Lehman Brothers’ bankruptcy, Merrill Lynch’s acquisition by Bank of America 

and the nationalization of American International Group (AIG), the U.S. government adopted the 

“Law of economic stabilization", meant to save the U.S. financial system from collapse.  

Lehman Brothers, a 1880 established banking institution that survived the War of 

Secession and the two World Wars, asked the authorities for protection over the bankruptcy law 

in September 2008 because of its heavy mortgage losses. After weeks of speculations, its fate 

was sealed, as Bank of America and Barclay British Bank withdrew their takeover bids. On 

September 15th, Lehman Brothers declared bankruptcy.  
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The effects of this crisis have been felt at a worldwide scale; the world is facing the most 

serious financial crisis after World War II.  

Stock Exchanges from all continents were falling one after another, and central banks 

were pumping hundreds of billions of dollars to avoid bankruptcy of the banking system.  

Moscow Stock Exchange was closed on September 18th after it went down two days on a 

row. Federal authorities stopped transactions and joined for a crisis meeting.  

 The great Halifax Bank of Scotland British group agreed to be bought by the rival 

Lloyds bank. Halifax Group had great problems under real estate credit crisis, while Lloyds 

seemed to deal much better.  

Tokyo Stock Exchange registered serious losses, but gold and US treasury bills went up 

because they were considered to be safe investments.  

The governments of several European countries had to bailout the banking system 

through 1500 billion euros funds guarantees. These measures were taken after several European 

banks faced severe liquidity problems.  

The international economic crisis has produced large economic fluctuations on 

Romania’s economic market, by affecting the stock market and the exchange market. The stock 

market collapsed on October 8th, so the Bucharest Stock Exchange stayed closed all day, shortly 

followed by the Sibiu one. The effects were felt upon the exchange market as well as the leu 

currency fell close to the 4 lei/euro threshold, needing the strengthening intervention of the 

central bank.  

The governor of the National Bank assured Romania's banking system to be stable; he 

explained that all foreign banks that held shares on the Romanian market would not be able to 

get their money back under any circumstances.  

The impact of the global financial crisis upon the Romanian financial system was 

concluded to have been relatively low by the members of the National Committee for Financial 

Stability (NCFS) who examined the impact of international crisis upon institutions, markets and 

financial infrastructure, and upon the real economy of Romania. 

According to the NCFS representatives, the financial crisis in Romania had begun in 

September 2008, taking into account the evolution of market prices and the indicator of 

mandatory public supplies, which fell, proving bank loan blocking for controlling shareholders 

who wanted to redeem minority shareholders.  

Regarding the current stock market situation, considered to be a barometer of what would 

follow in the real economy, stock indicators show revival signs, hoping that this trend would be 

maintained until the end of 2009. 
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CONCLUSIONS 

    

Considering Romania's new status as a full-rights member of the European Union, and 

the present international financial crisis context, the National Bank of Romania and other 

Romanian authorities have coordinated and integrated the national policies within the European 

framework.  

The 2007 evolution of the international economic environment was marked by events 

that negatively affected the banks and capital markets, culminating with the subprime mortgage 

crisis in the United States.  

This crisis occurred because of an excessive liquidity, a low rate of return on funds, a 

misplacement of funds in high-return and high-risk financial instruments and an inadequate 

insurance coverage of risks.  

Out of the global economic crisis among European countries, the Romanian banking 

system has been exposed to the direct or indirect reactions to the crisis. So the Romanian credit 

institutions no longer have a major role in loaning corporations, but still remain the main loan 

source for the population. Banks reoriented for small and medium enterprises and the companies 

operating in trade and services area.  

Regulation no. 11/ 2008 of the National Bank of Romania referring to crediting the 

population has created conditions for the transition from quantitative loans towards qualitative 

loans. There is no more looking for giving loans by any means because banks have started to 

consider the quality of loans and not their number.  

The bank management got scared of what had happened worldwide and of the 

repercussions of the world financial crisis, so they have become even more demanding than the 

recommendations stipulated by the National Bank. In this economic and financial context of 

decreasing developed banking products, I still believe that one of the products that is likely to 

develop further on is the card.  

We may conclude that:  

- The development of domestic credits would increasingly depend on the internal raising 

resources ability of banks. The lending process should continue prudently because the risks of 

the lending activity may increase from one period to another in these uncertain economic 

conditions. 

- Banks need to discover new lending opportunities that would work under crisis, helping 

to overcome this dilemma. I may recommend the following lending opportunities: small and 

medium enterprises and companies that had been externally financed, highly solvable population 

and companies that run infrastructure projects. 
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In order to ensure the viability of a banking institution, bank management should monitor 

the performance of banks, bank profitability and liquidity risk. There is a close interdependence 

between profitability and bank liquidity, between the bank's ability to create liquidity and its 

ability to place liquidities on the market, according to its profitability.  

The following recommendations are necessary for limiting the impact of financial crisis 

on the Romanian economy and hence on the banking system:  

- Constant prudential and administrative measures of the National Bank of Romania in 

order to restrain low performance loans given to the private sector and to sustain national 

currency loans and not the foreign currency ones.  

- The high level of minimum reserves allows the gradual adjustment of banking system 

liquidity related to the changing market conditions.  

- To maintain a low level of the ratio between outstanding claims and equity.  

- To set the guaranteed deposit limit in order to encourage deposits from both individuals 

and legal persons and to avoid panic installation that would only lead to massive withdrawals of 

the deposited amounts.  

- Credit provisioning should target the restructuring or rescheduling of low performance 

loans (currently, customers cannot get help with restructuring or rescheduling without affecting 

the profitability and solvency of their bank). Keeping the current level of credit provisioning 

affects the liquidity, the profitability and the prudential indicators of the bank.  

- An effective crisis measure is to reduce the monetary policy interest rates and to 

contribute to investment increase.  

Romania needs to adjust its macroeconomic policies to the international financial crisis 

environment. Romanian economy's vulnerability to the international financial turmoil points out 

the necessary adaptation of our economic policies to the rising challenges. Such a change of the 

macroeconomic policy package would gradually reduce the current account deficit because the 

external imbalance is the main source of our economic vulnerability in front of liquidity 

restrictions and international financial market deterioration.  

I may state that a strong, stable and viable economy automatically leads to the existence 

of a strong and efficient banking system.



Banking Analysis System Bibliography 

 47 

BIBLIOGRAPHY 
 
A. Books 
1. Allen, L. & Bali, T.G. (2007), “Cycled Catastrophic and Operational Risk Measurements”, 

Journal of Banking and Finance, vol. 31, no. 4, p.1191-1235. 

2. Allen, L. & Sanders, A. (2004), “Incorporating Systemic Influences into Risk Measurement: A 
Survey of Literature”, Journal of Financial Services Research, vol. 26, p.162-191. 

3. Altman, E.I. (2005), “An Emerging Market Credit Scoring System for Corporate Bonds”, 
Emerging Market Review, no. 6, p.311-323. 

4. Altman, E.I., Hartzel, J. & Peck, M. (1995), “A Scoring System for Emerging Market Corporate 
Debt”, Salomon Brothers, May 15th. 

5. Alvarez, G. (2005), Operational Risk-Practical Approaches to Implementation. Ellen Davis, 
Chicago. 

6. Alvarez, G. (2005), Operational Risk, Incisive Media Investments Limited, U.K. 

7. Amenc, N., Le Sourd V. (2002), “Theorie du portefeuille et Analyse de sa Performance”, 
Economic Publishing House, Paris. 

8. Anghel, I. (2002), Falimentul. Radiografie şi predicţie,(Bankruptcy. X-ray and Prediction), 
Economic Publishing House, Bucharest. 

9. Antoniu, N. ş.a.(1993), Finanţele întreprinderii (Corporate Finance), Didactic and Pedagogical 
Publishing House, Bucharest. 

10. Arvanitis, A. & Gregory, J. (2004), The Complete Guide to Pricing Hedging and Risk 
Management, Risk Books Publishing House, London. 

11. Balthazar, L. (2006), From Basel 1 to Basel 3. The Integration of the State-of-the-Art Risk 
Modeling in Banking Regulation, Palgrav Macmillan, NewYork. 

12. Banks, E. & Dunn, R. (2003), Practical Risk Management. An Executive Risk to Avoiding 
Surprises and Losses., John Wiley & Sons, Ltd, Chichester. 

13. Basno, C., Dardac, N., Floricel, C. (1994), Monedă. Credit. Bănci, (Currency.Credit.Banks), 
Didactic and Pedagogic Publishing House, Bucharest. 

14. Basno, C., Dardac, N. (1996), Operaţiuni bancare-Instrumente şi tehnici de plată (Banking 
Transactions – Instruments and Payment Techniques), Didactic and Pedagogic Publishing House, 
Bucharest. 

15. Basno, C., Dardac, N. (1999), Riscuri bancare. Cerinţe prudenţiale. Monitorizare. (Banking 
Risks. Prudence Requirements. Monitoring), Didactic and Pedagogic Publishing House, Bucharest. 

16. Basno, C., Dardac, N. (2002), Management bancar (Bank management). Economic Publishing 
House, Bucharest. 

17. Basno, C., Dardac, N., Floricel, C. (2003), Monedă, Credit, Bănci. Aplicaţii şi Studii de Caz 
(Currency.Credit.Banks - Applications and Case Studies). Didactic and Pedagogic Publishing 
House, Bucharest. 

18. Bătrâncea, I., Stâneanu, Gh. (1997), Analiza fluxurilor de trezorerie (Cashflow Analysis), Dacia 
Publishing House, Cluj-Napoca. 

19. Bătrâncea, I., Binţinţan-Socaciu, A. (2003), Analiza modului de organizare şi funcţionare a 
băncilor cu capital mixt în cadrul sistemului bancar românesc (The Organisational and 
Functional Analysis of Mixed Capital Banks of the Romanian Banking System), “Specialty-
Development-Integration”, Faculty of Economics, Cluj-Napoca. 

20. Bătrâncea, I., Heshan, S. (2004), Modalităţi de analiză a riscului bancar (Modalities for Banking 
Risk Analysis), Accounting and Administrations Informatics Magazine, No. 10, A.S.E., Bucharest. 



Banking Analysis System Bibliography 

 48 

21. Bătrâncea, I., Hesham, S. (2004), Analiza ratei dobânzii (Interest Rate Analysis), “The Financial 
World - Present and Perspectives” Volume, Faculty of Economics, Cluj-Napoca. 

22. Bătrâncea, I. (2006), Raportări financiare (Financial Reporting), Risoprint Publishing House, 
Cluj-Napoca. 

23. Bătrâncea, I. ş.a. (2007), Analiza financiară în bănci (Financial Analysis of Banks), Risoprint 
Publishing House, Cluj-Napoca. 

24. Bătrâncea, I., Trenca, I., Bejenaru, A., Borlea, S. (2008), Analiza performanţelor şi riscurilor 
bancare (Performance and banking risks analysis), Risoprint Publishing House, Cluj-Napoca. 

25. Bătrâncea, M. (2003), Risc şi faliment (Risk and Bankruptcy), Dacia Publishing House, Cluj-
Napoca. 

26. Bătrâncea, M., Bătrâncea, L.M. (2006), Standing financiar-bancar (Financial-Banking 
Standing), Risoprint Publishing House, Cluj-Napoca. 

27. Beju, D. (2004), Politici monetare în economia contemporană (Monetary Politics under 
Contemporary Economy), Studia Universitas, Babeş-Bolyai, Oeconomica, XLIX, No.1. 

28. Beju, D. (2005), Mecanisme monetare şi instituţii bancare (Monetary Mechanisms and Banking 
Institutions), Science Book House Publishing House, Cluj-Napoca. 

29. Beju, D. (2006), Politici monetare (Monetary Politics), Science Book House Publishing House, 
Cluj-Napoca. 

30. Bell, T., Ribar, G. & Verchi, J. (1990), Neural Networks versus Logistic Regression in Predicting 
Bank failures, P. Srivestava, Auditing Symposium X Publishing House, University of Kansas. 

31. Berea, A., Berea, O. (1999), Orientări în activitatea bancară contemporană (Trends of the 
Contemporary Banking Activity), Expert Publishing House, Bucharest. 

32. Bessis, J. (1995), Gestion des risques et gestion actif-pasiv des banques, Dalloz Publishing House, 
Paris. 

33. Bessis, J. (2005), Risk Management in Banking, John Wiley & Sons, Ltd. Chichester. 

34. Bhatia, M. (2006), Credit Risk Management & Basel II, An Implementation Guide, Risk Books 
Publishing House, London. 

35. Binţinţan Socaciu, A. (2004), Cu privire la bonitatea societăţilor comerciale (On the Financial 
Reliability of Companies), “The Financial World - Present and Perspectives” Volume, Science 
Book House Publishing House, Cluj-Napoca. 

36. Binţinţan Socaciu, A. (2005), The Bank’s Liquidity Analysis, the Impact of European Integration 
on the National Economy, “Finance Sections: Corporate Finance, Public Finance, Banking and 
Capital Markets” Volume, Risoprint Publishing House, Cluj-Napoca. 

37. Binţinţan, P., Ciornea, R., Binţinţan Socaciu, A. (2008), “Foreign Direct Investments before and 
after Romania’s Accesion to the European Union”, International Conference on Marketing, Alma 
Mater Publishing House, Cluj-Napoca. 

38. Bitner, J.W., Goddard, R.A. (1993), Succesful Bank Asset Liability Management, John Wiley & 
Sons Inc, New York. 

39. Brendea, C., Dăeanu, V.E., Zamfirescu, M., Ghiţă M. (2001), Riscul şi performanţa creditului 
bancar în România (Risk and Performance of Romanian Credits), Coresi Publishing House, 
Bucharest. 

40. Brigham, E.F., Gaperski, L.C. (1992), Financial Management. Theory and Practice, 6th Edition, 
The Dryden Press Publishing House, U.S.A. 

41. Bruyère, R., Cont, R., Copino, R., Fery, L., Jaeck, Ch. & Spitz, T. (2006), Credit Derivatives 
and Structured Credit, A Guide for Investors, John Wiley & Sons, Ltd., Chichester. 

42. Burciu, A., Sandu, P., Sandu, Gh. (1998), Activitatea bancară internaţională (International 
Banking Activity), Economică Publishing House, Bucharest. 



Banking Analysis System Bibliography 

 49 

43. Burtea, A. (2001), Creditul în mecanismul economiei de piaţă (The Credit inside the Market 
Economy Mechanism), Sigma Plus Publishing House, Bucharest. 

44. Caonètte, J.B., Altman, E.L., Narayanan, P. & Nimmo, R. (2008), Managing Credit Risk, The 
Great Challenge for the Global Financial Markets, Second Edition, John Wiley & Sons, Ltd., New 
Jersey. 

45. Carol, A. (2003), Operational Risk, Regulation, Analysis and Management. Edited by Carol 
Alexander, Pearson Education Publishing House. 

46. Cerna, S. (1994), Banii şi Creditul în economiile contemporane (Money and Credit under 
Contemporary Economies). Enciclopedic Publishing House, Bucharest. 

47. Cerna, S. (2000), Moneda şi teoria monetară (Currency and Currency Theory), Mirton Publishing 
House, Timişoara. 

48. Chernobai, A.S., Rachev, S.T. & Fabozzi, F.J. (2007), Operational Risk, A Guide to Basel II 
Capital Requirements. Models and Analysis, John Wiley & Sons, Ltd, New Jersey. 

49. Chorafas, D.N. (2005), Operational Risk Control With Basel II, Elsevier Butterworth, Heineman, 
Oxford. 

50. Cohen, I.K. (2005), Focus and Financial Management, Imperial College Press, London. 

51. Colquit, J. (2007), Credit Risk Management. How to Avoid Lending Disasters and Maximize 
Earnings, Third Edition, McGraw-Hill, New York. 

52. Crouhy, M., Galai, D. & Mark, M. (2001), Risk Management, New York, U.S.A. 

53. Crouhy, M., Galai, D. & Mark, M. (2006), The Essentials of Risk Management, Edited by, 
McGraw-Hill Companies, Chicago, U.S.A. 

54. Dardac, N., Barbu, T. (2006), Monedă, Bănci şi Politici Monetare (Currency, Banks and 
Monetary Policies), Didactic and Pedagogic Publishing House, R.A., Bucharest. 

55. Dănilă, N., Berea A.O. (2000), Management bancar (Bank management), Economic Publishing 
House, Bucharest. 

56. Dedu, V. (1999), Gestiunea Bancară (Banking Administration), Didactic and Pedagogic 
Publishing House, Bucharest. 

57. Dedu, V. (2003), Gestiune şi audit bancar (Banking Administration and Audit), Economic 
Publishing House, Bucharest. 

58. Diaconescu, M. (1999), Bănci, Sisteme de Plăţi. Riscuri (Banks. Payment Systems. Risks), 
Economic Publishing House, Bucharest. 

59. Doltu, C. (1997), Sisteme monetare comparate (Compared Monetary Systems), Economic 
Publishing House, Bucharest. 

60. Down, K. ( 1999), Beyond Value at Risk. The New Science of Risk Management, John Wiley & 
Sons, Ltd., Chichester. 

61. Esch, L., Kiefferand, R., Lopez, Th. (2005), Asset and Risk Management, John Wiley & Sons, 
Ltd., England. 

62. Fabozzi, F.F., Mann, S. V. & Choudry, M. (2003), Measuring and Controlling Intrest Risk and 
Credit Risk, Second Edition, John Wiley & Sons, Ltd., New Jersey. 

63. Făt, C. M. (2004), Derivate financiare. Tranzacţii cu contracte futures (Financial Derivatives. 
Transactions with Futures Contracts), Science Book House Publishing House, Cluj-Napoca. 

64. Făt, C. M. (2004), Contracte futures şi opţiuni (Futures and Options), Science Book House 
Publishing House, Cluj-Napoca. 

65. Fitch, S., Thomas, P. (1993), Dictionary of Banking terms, 2nd Edition, Baron’s, U.S.A. 

66. Frost, S.M. (2004), The Bank Analyst’s Handbook. Money, Risk and Conjuring Tricks, John Wiley 
& Sons, Ltd, Chichester, England. 



Banking Analysis System Bibliography 

 50 

67. Gorrod, M. (2004), Risk Management Systems. Process, Technology and Trends, Palgrave 
Macmillan, New York. 

68. Green, P.S. (1992), Reputation Risk Management, Pitman Publishing, London. 

69. Greuning, H. V., Brajovic Bratanovic, J. (2003), Analiza şi managementul riscului bancar 
(Banking Risk Management and Analysis), Irecson Publishing House, Bucharest. 

70. Halpern, P., Weston, J. F., Brigham, E. F. (1998), Finanţe manageriale (Managerial Finance), 
Economic Publishing House, Bucharest. 

71. Heffernau, S. (2005), Modern Banking, John Wiley & Sons, Ltd., Chichester. 

72. Higgins, R. (1992), Analysis for Financial Management, Irwin, Boston, M.A. 

73. Horcher, K. A.(2005), Essential of Financial Risk Management, John Wiley & Sons, Ltd., New 
Jersey. 

74. Hosmer, D. W. & Lemeshov, S. (2000), Applied Logistic Regression, John Wiley & Sons, New 
York. 

75. Ionescu, C. L. (1996), Băncile şi operaţiunile bancare (Banks and Banking Transactions), 
Economic Publishing House, Bucharest. 

76. Ionescu, C. L. (1997), Economia şi rolul băncilor (The Economy and the Role of Banks), 
Economic Publishing House, Bucharest. 

77. Ionescu, C. L. (1999), Analiza riscului de creditare (Credit Risk Analysis), Romanian Banking 
Institute, Bucharest. 

78. Isărescu, M. (1996), Sistemul bancar în România, evoluţii recente şi perspective. Reforma 
sistemului financiar şi integrarea europeană (The Romanian Banking System, Recent Evolutions 
and Perspectives), National Bank of Romania, Bucharest. 

79. King, J. K. (2001), Operational Risk : Measurement and Modeling, John Wiley & Sons, 
Chichester. 

80. Klein, G. (1995), Dictionary of Banking. Second edition. Pitman Publishing, London. 

81. Koch, R. (2001), Financial Times. Management and Finance Dictionary, Teora Publishing House, 
Bucharest. 

82. Koch, T. W. (1995), Bank Management, Part II : Managing Interest Rate Risk, The Dryden Press. 

83. MacDonald, S. S., Koch T. W. (2006), Management of Banking, Sixth Edition, Thomson South-
Western, U.S.A. 

84. Manolescu, Gh. (1995), Managementul Financiar (Financial Management), Economic Publishing 
House, Bucharest. 

85. Manolescu, Gh. (1997), Moneda şi ipostazele ei (The Currency and its Hypothesis), Economic 
Publishing House, Bucharest. 

86. Moosa, I. A. (2007), Operational Risk Management, Palgrave Macmillan, New York. 

87. Nistor, I. E. (2002), Finanţele intreprinderii (Corporate Finance), Cluj Universitary Press 
Publishing House, Cluj-Napoca. 

88. Nistor, E. I., Lăcătuş V. D., Văidean, V. L., Cuceu, I. C. (2009), Finanţele Intreprinderii 
(Corporate Finance), Risoprint Publishing House, Cluj-Napoca. 

89. Niţu, I. (2000), Instrumente ale managementului bancar (Banking Management Instruments), 
Expert Publishing House, Bucharest. 

90. Niţu, I. (2000), Managementul riscului bancar (Banking Risk Management), Export Publishing 
House, Bucharest. 

91. Niţu, I. (2000), Managementul riscului bancar (Banking Risk Management), Expert Publishing 
House, Bucharest. 



Banking Analysis System Bibliography 

 51 

92. Ong, M.K. (2005), The Basel Handbook: A Guide for Financial Practitioners, Risk Books, 
London. 

93. Oltean, A. (2006), Managementul riscurilor financiar bancare (Financial and Banking Risk 
Management), Dareco Publishing House, Bucharest. 

94. Opriţescu, M. (2006), Managementul riscurilor şi performanţelor bancare (Banking Performance 
and Risk Management), Universitaria Publishing House, Craiova. 

95. Perraudin, W. (2004), Structured Credit Products. Pricing, Rating, Risk Management and Basel 
II. Risk Books, London. 

96. Pintea, A., Ruscanu, Gh. (1995), Băncile în economia românească (Banks under Romanian 
Economy), Economic Publishing House, Bucharest. 

97. Popa, I.L., Dima, B.(2004), Analiza Sistemului Bancar Comercial (The Analysis of the 
Commercial Banking System), Mirton Publishing House, Timişoara. 

98. Resti, A. & Sironi, A. (2007), Risk Management and Shareholders’ Value in Banking, John Wiley 
& Sons, Chichester. 

99. Ritchie, B., Marshall, D. (1993), Business Risk Management, Chapman & Hall, Londra. 

100. Rotaru, C. (2000), Sistemul bancar românesc şi integrarea europeană (The Romanian Banking 
System and European Integration), Expert Publishing House, Bucharest. 

101.  Rotaru, C. (2001), Managementul performanţei bancare (Banking Performance Management), 
Expert Publishing House, Bucharest. 

102. Roxin, L. (1997), Gestiunea riscurilor bancare (Banking Risks Administration), Didactic and 
Pedagogic Publishing House, R.A., Bucharest. 

103. Saunders, A. (2002), Financial Institutions Management a Modern Perspective, McGraw-Hill, 
Chicago. 

104. Săvoiu, V. (1998), Banca Centrală şi sistemele de plăţi de interes naţional (The Central Bank and 
Payment Systems of National Interest), Enciclopedic Publishing House, Bucharest. 

105. Schwartz, R.J. & Smith, Clifford W. Jr. (1997), Derivatives Handbook: Risk Management and 
Control, John Wiley & Sons, New York. 

106. Sinkey, J. (1998), Commercial Bank Financial Management, Prentice-Hall, New Jersey. 

107. Şeulean, V. (2001), Sisteme de plăţi comparate (Compared Payment Systems), Universitary 
Horizons Publishing House, Timişoara. 

108. Stancu, I. (1994), Gestiune financiară (Financial Administration), Economic Publishing House, 
Bucharest. 

109. Stancu, I. (2002), Finanţe (Finances), Economic Publishing House, Bucharest. 

110. Stănel, Gh. (2005), Sistemul plăţilor interbancare: concepte, instrumente, procedee, transferuri şi 
plăţi, riscuri, securitatea operaţiunilor (Interbank Payment System: Concepts, Instruments, 
Processes, Transfers and Payments, Risks, Security), Economic Publishing House, Bucharest. 

111. Stoica, M. (2000), Management bancar (Bank management), Economic Publishing House, 
Bucharest. 

112. Todea, A. (2006), Investiţii (Investments), Science Book House Publishing House, Cluj-Napoca. 

113. Trenca, I. (1997), Managementul financiar al întreprinderii (The Financial Management of the 
Enterprise), Mesagerul Publishing House, Cluj-Napoca. 

114. Trenca, I. (2002), Metode şi tehnici bancare-principii, reglementări, experienţe (Banking Methods 
and Techniques: Principles, Regulations, Experience), Science Book House Publishing House, 
Cluj-Napoca. 

115. Trenca, I. (2005), Fundamente ale managementului financiar (Financial Management 
Fundamentals), Science Book House Publishing House, Cluj-Napoca. 



Banking Analysis System Bibliography 

 52 

116. Trenca, I., Bătrâncea, I., Mitrache, R., Bătrâncea, L.-M., Borlea, S. N. (2007), Transferuri 
bancare (Bank Transfers), Risoprint Publishing House, Cluj-Napoca. 

117. Turliuc, V., Cocriş, V., Boariu, A., Stoica, O., Dornescu, V., Chirleşan, D. (2005), Monedă şi 
credit (Currency and Credit), Economic Publishing House, Bucharest. 

118. Tulai, C. (2003), Finanţele publice şi fiscalitatea (Public Finance and Taxation), Science Book 
House Publishing House, Cluj-Napoca. 

119. Tulai, H. (2003), Finanţele publice şi fiscalitatea (Public Finance and Taxation), Science Book 
House Publishing House, Cluj-Napoca. 

120. Van Deventer, D.R. & Kenji, I. (2003), Credit Risk Models & the Basel Accords, John Wiley & 
Sons. 

121. Van Greuning, H. & Brajovic Bratanovic, S. (2003), Analyzing and Managing Banking Risk. A 
Framework for Assessing Corporate Governance and Financial Risk, Second Edition, The World 
Bank, Washington, D.C.    

 

B. Scientific Magazines 
1. Bejenaru, A. (2006), Acordul Basel II-Cerinţe privind perfecţionarea managementului riscului în 

instituţiile de credit (Basel II Accord – Requirements for Perfecting Risk Management of Credit 
Institutions), Public Finance and Accountancy magazine, no.6, Bucharest. 

2. Bejenaru, A. (2007), Riscul operaţional în activitatea instituţiilor de credit (Operational risk for 
the activity of credit institutions), Public Finance and Accountancy magazine, no.5, Bucharest. 

3. Beju, D. (2004), “The National Bank of Romania and its role in transition process”, Studia 
Universitatis Babeş-Bolyai Magazine, Oeconomica, XLIX, nr.2. 

4. Berkowitz, J., Brien, J. (2001), How Accurate are Value-at-Risk Models at Commercial Banks, 
Graduate School of Management Division of Research and Statistics University of California, 
Irvine Federal Reserve Board. 

5. Collier, C., Forbush, S., Nuxoll, D.A. (2003), Evaluating the Vulnerability of Banks and Thrifts to 
a Real Estate Crisis, F.D.I.C. Banking Review. 

6. Down, K. (2006), Measuring Market Risk, John Wiley & Sons. Chichester, Eurobank Research, 
November. 

7. Gherasim, A. (1995), Măsurarea riscului (Risk Measurement), The Economic Tribune magazine, 
no. 46-47, Bucharest. 

8. Hoggarth, G., Logan, A., Zicchino, l. (2004), Macro Stress Tests of U.K. Banks, Manuscript, 
Bank of England. 

9. Neagoe A.- Metode de evaluare a riscurilor de faliment (Bankruptcy Risk Evaluating Methods),  
The Economic Tribune magazine, no. 47, Bucharest, 1992 

10. Neagu, F. - Integrarea europeană a sectorului bancar românesc (European integration of the 
Romanian Banking Sector), Oeconomica 4, Bucharest, 2003 

11. Neagu, F.,  Mărgărit, A. - Riscurile pentru stabilitatea financiară din România generate de 
sectorul populaţiei (Romanian Financial Stability Risks generated by the Population Sector), Study 
Notebooks of the National Bank of Romania, no. 14, Bucharest, 2005 

12. Neagu, F., Mărgărit, A., Copaciu, M., Răcaru, I., Mircea, R., Andrassy, A. - Creditul 
neguvernamental în România: perspective şi implicaţii (Nongovernmental Credit in Romania: 
Perspectives and Implications), Study Notebooks of the National Bank of Romania no. 15, 
Bucharest, 2006 

13. Rajan, R., Zingales, L. - Banks and Markets: The Changing Character of European Finance, 
NBER Working Paper 9595, 2003 



Banking Analysis System Bibliography 

 53 

14. Stancu, I., Bălu, F. (2006), Utilizarea metodologiei VaR pentru măsurarea şi prevenirea riscului 
valutar (VaR Methodology for Exchange Rate Risk Prevention and Measurement), Theoretical and 
Applied Economy Magazine, no. 7, Bucharest. 

15. Vintilă G.- Evaluarea sintetică a riscului de faliment (Synthetic Evaluation of Bankruptcy Risk), 
Economic Tribune, no.8, Bucharest, 1996 

15. xxx (2005), Risc operaţional – De la cadru general la modelare (Operational Risk – From the 
General Framework to its Modeling), Risk Management Forum, October 12th. 

16. xxx N.B.R. (2006), Creditul neguvernamental în România : perspective şi implicaţii 
(Nongovernmental Credit in Romania: Perspectives and Implications ), Study Notebooks, no. 15. 

17. xxx N.B.R. (2006), Rolul companiilor nefinanciare în asigurarea şi menţinerea stabilităţii 
financiare (The Role of Non-financial Companies for Financial Stability Assurance and 
Maintenance ). Study Notebooks, no. 17. 

 

C. Dictionaries and Annual Reports 
1. Bernard, Y., Colli, J.C - Vocabular economic şi financiar (Economic and Financial Vocabulary), 

Humanitas Publishing House, Bucharest, 1994 
2. Ceauşu, I. - Dicţionar enciclopedic managerial (Managerial Encyclopedic Dictionary), Academic 

Management Publishing House, Bucharest, 2000 
3. Coteanu, I., Seche, L., Seche, M. - Dicţionarul Explicativ al Limbii Române (The Explanatory 

Dictionary of the Romanian Language), Encyclopedic Universe Publishing House, Bucharest, 1998 

4. Kiriţescu C.C., Dobrescu E.M.– Mica enciclopedie (Little Encyclopedia), Expert Publishing 
House, Bucharest, 1998 

5. European Central Bank - Financial FDI to the EU Accession Countries, Directorate General 
International and European Relations, Frankfurt em Main, 2004 

6. World Bank - Capital Markets and Non-bank Financial Institutions in Romania. Assessment of 
Key Issues and Recommendations for Development, World Bank Working Papers no. 45, 2005, 
Washington D.C. 

7. National Bank of Romania – Monthly Bulletins, 2000-2009 
8. National Bank of Romania – Annual Reports, 2001-2008 

9. International Accountancy Standards, Economic Publishing House, Bucharest, 2001 

 

D. Legislation 
1. ***   32001L0024 – Directive 2001/24/EC of the European Parliament and of the Council of April 

4th 2001 on the re-organization and winding up of credit institutions. 

2. ***   32002L0047 – Directive 2002/47/EC of the European Parliament and of the Council of June 
6th 2002 on financial collateral arrangements. 

3. ***   386L0635 (Annual and Consolidated Accounts Directive) – Council Directive 86/635/EEC of 
December 8th 1986 on the annual accounts and consolidated accounts of banks and other 
financial institutions. 

4. ***  393L0006 (Capital Adequacy Directive) – Council Directive 93/6/EEC of 15 March 1993 on the 
capital adequacy of investment firms and credit institutions (Annex V), modified by 398L0031 – 
Directive 98/31/EC of the European Parliament and of the Council of 22 June 1998 amending 
Council Directive 93/6/EEC on the capital adequacy of investment firms and credit institutions 
and de 398L0033 – Directive 98/33/EC of the European Parliament and of the Council of 22 June 
1998 amending Article 12 of Council Directive 77/780/EEC on the taking up and pursuit of the 
business of credit institutions, Articles 2, 5, 6, 7, 8 of and Annexes II and III to Council Directive 
89/647/EEC on a solvency ratio for credit institutions and Article 2 of and Annex II to Council 
Directive 93/6/EEC on the capital adequacy of investment firms and credit institutions. 



Banking Analysis System Bibliography 

 54 

5. ***   397L0005 (Cross-Border Credit Transfers Directive) – Directive 97/5/EC of the European 
Parliament and of the Council of January 27th 1997 on cross-border credit transfers. 

6. ***  Basel Committee on Banking Supervision, 1999, „Credit Risk Modeling: Current Practices 
and Applications”. 

7. ***  Basel Committee on Banking Supervision, International Convergence of Capital Measurement 
and Capital Standards, A Revised Framework, Bank of International Settlements, June 2004. 

8. *** National Bank of Romania (NBR) Circular no. 21 of July 1st 2002, modifying and amending 
Regulation nr. 1/2001 regarding the organization and functioning of the Payment Incidents 
Register of NBR, published in Official Monitor (O.M.)  no. 521 of July 18th 2002. 

9. *** Government Decision (G.D.) no. 387 of May 18th 1999 regarding the organization and 
functioning of the Bank Assets Management Agency published in O.M. part I, no. 224 of 
May 20th 1999. 

10. ***   300L0012 – Directive 2000/12/EC of the European Parliament and of the Council of 20 March 
2000 relating to the tacking up and pursuit of the business of credit institutions, amended de 
300L0028 – Directive 2000/28/EC of the European Parliament and of the Council of 18 
September 2000 amending Directive 2000/12/EC relating to the taking up and pursuit of the 
business of credit institutions. 

11. ***   Law no. 31 (r2) of 16.11.1990, regarding commercial societies, republished by O.M. no. 1066 
of 17.11.2004. 

12. ***   Accountancy Law no. 82 (r3) of 24.12.1991, republished by O.M. no. 48 of 14.01.2005  

13. *** Law no. 83 of 21.05.1997, regarding state-owned commercial banks’ privatization, published 
in O.M. No. 98 of 23.05.1997 regarding state-owned commercial banks’ privatization  

14. ***  Law no. 58 (r1) of 05.03.1998, regarding banking activity, modified by Law no. 485 of 
18.11.2003, published in O.M. no. 876 of 10/12/2003, for modifying and amending Bank 
Law no. 58/1998, republished in O.M. no. 78 of 24.01.2005 

15. ***  Law no. 99 of 26.05.1999, regarding some measurements for accelerating the economic 
reform, published in O.M. no. 236 of 27.05.1999 

16. *** Law no. 330 of 08.07.2003 for the approval of Statutory Order no. 200/2002 regarding the 
mortgage societies  

17. ***   Law no. 312 of 28.06.2004, regarding the NBR Act, published in O.M. no. 582 of 30.06.2004 

18. *** Law no. 85 of 2006 regarding the insolvency procedure, published in O.M. part I, no. 359 of 
2006. 

19. *** Norm no. 6 of 12.06.1995 of NBR, regarding the authorization of banking societies, 
published in O.M. part I, no. 128 of 27.06.1995 

20. *** Norm no. 8 of 26.04.1999 of NBR, regarding the limiting of banking credit risk, published in 
O.M. No. 245 of 1.06.1999 

21. *** Norm no. 1 of 09.04.2001 of NBR, regarding banks’ liquidity, published in O.M. No. 201 of 
20.04.2001 

22. ***   Norm no. 4 of 25.09.2001 of NBR, regarding the supervision of exchange rate changes of 
banks, published in O.M. no. 631 of 09.10.2001, modified by Norm no. 14 of 20.12.2004, 
published in O.M. no. 1259 of 27.12.2004, for modifying and amending the NBR Norms no. 
4/2001 regarding the supervision of exchange rate changes of banks. 

23. ***   Norm no. 3 of 26.02.2002 of NBR, regarding the knowledge standards for clients, published 
in O.M. no. 154 of 4.03.2002, modified by NBR Norm no. 13 of 15.12.2003, published in 
O.M. no. 921 of 22.12.2003, for modifying and amending NBR Norms no. 3/2002 regarding 
the knowledge standards for clients  

24. *** Norm no. 7 of 13.06.2003, regarding bank liquidity, published in O.M. no. 450 of 25.06.2003 

25. ***   Norm no. 11 of 15.12.2003 of NBR, regarding own funds supervision on individual and 



Banking Analysis System Bibliography 

 55 

consolidated bases, published in O.M. no. 17 of 9.01.2004 

26. ***   Norm no. 12 of 15.12.2003 of NBR, regarding solvency supervision and great exposures of 
credit institutions, published in O.M. no. 51 of 21.01.2004 

27. ***  Norm no. 17 of 18.12.2003 of NBR, regarding the organization and internal control of credit 
institutions’ activity and significant risks’ administration, as well as the development of 
internal audit activities of credit institutions, published in O.M. no. 47 of 20.01.2004 

28. ***  Norm no. 5 of 24.06.2004 of NBR, regarding credit institutions’ capital adequacy, published in 
O.M. no. 768 of 23.08.2004, modified and amended by NBR Circular  no. 30 of 20.12.2004, 
published in O.M. no. 1249 of 24.12.2004, for modifying and amending NBR Norms no. 
5/2004, regarding credit institutions’ capital adequacy and by NBR Circular no. 18 of 
8.06.2005, published in O.M. no. 504 of 14.06.2005, for modifying NBR Norms no. 5/2004 
regarding credit institutions’ capital adequacy, with subsequent modifications.  

29. ***  Norm no. 9 of 20.08.2004 of NBR, for modifying and amending NBR Norms no. 12/2003 
regarding solvency supervision and great exposures of credit institutions, published in O.M. 
no. 786 of 26.08.2004 

30. ***  Norm no. 10 of 27.09.2004, regarding the authorization of banks, electronic money emitting 
institutions, locative saving agencies and Romanian branches of foreign credit institutions, 
published in O.M. no. 945 of 15.10.2004 

31. ***  Norm no. 11 of 01.11.2004 of NBR, regarding the modifications of banks’ acts, electronic 
money emitting institutions, locative saving agencies and Romanian branches of foreign 
credit institutions, published in O.M. no. 1099 of 25.11.2004 

32. ***  Norm no. 15 of 20.12.2004 of NBR, regarding the consolidated supervision of credit 
institutions, published in O.M. no. 1276 of 30.12.2004 

33. ***  Norm no. 10 of 27.07.2005 of NBR, regarding credit risk limiting for individuals, published in 
O.M. no. 683 of 29.07.2005, modified and amended by Norm no. 20 of 13.09.2006 of NBR, 
published in O.M. no. 800 of 22.09.2006, for modifying and amending Norm no. 10/2005 of 
NBR regarding credit risk limiting of individuals.  

34. ***   Norm no. 11 of 8.09.2005 of NBR, regarding the limiting of grouped exposure to foreign 
currency loans, published in O.M. no. 840 of 16.09.2005 

35. *** Norm no. 20 of 13.09.2006 of NBR, regarding the credit risk limiting for individuals,  
published in O.M. no. 800 of 22.09.2006 

36. *** Norm no. 11 of 29.06.2006 of NBR regarding the modification of Methodological Norms no.  
12/2002 of NBR for applying NBR Regulation no. 5/2002 regarding loans and investments 
categories, as well as the usage of credit risk provisions, with subsequent modifications, 
published in O.M. part I no. 586 of 06.07.2006. 

37. ***   Statutory Order (S.O.) no. 99 of 6.12.2006, regarding credit institutions and capital adequacy, 
published in O.M. no. 1027 of 27.12.2006, approved and modified by Law no. 227 of 
4.07.2007, published in O.M. no. 480 of 18.07.2007, for approving S.O. no. 99/2006 
regarding credit institutions and capital adequacy. 

38. ***  S.O. no. 10 of 22.01.2004, regarding  judicial reorganization and bankruptcy for credit 
institutions, published in O.M. I no. 84 of  30.01.2004, approved and modified by Law no 
278 of 23.06.2004, published in O.M. no. 579 of 30.06.2004, for approving S.O. no. 10/2004 
regarding  judicial reorganization and bankruptcy for credit institutions. 

39. ***   S.O. no. 6 of 22.01.2004, regarding transborder transfers, published in O.M. no.  82 of 
30.01.2004 

40. *** S.O. no. 23 of 22.03.2006, regarding the modification of S.O. no. 39/1996, regarding the 
functioning of the Bank Deposit Guarantee Fund, published in O.M. part I no. 278 of 
28.03.2006. 

41. ***   Regulation 1 of 23.02.2001 of BNR, regarding the functioning of the Payment Incidents 
Register of NBR, published in O.M. no. 120 of 9.03.2001 and modified by the NBR Circular 



Banking Analysis System Bibliography 

 56 

no. 21 of 1.07.2002, published in O.M. no.  521 of 18.07.2002, NBR Circular no. 15 of 
26.07.2004 published in O.M. no. 689 of 30.07.2004 and Regulation no. 7 of 26.07.2005, 
published in O.M. I no. 683 of 20.07.2005, for modifying Regulation no. 1/2001 regarding 
the functioning of the Payment Incidents Register of NBR. 

42. ***  Regulation no. 5 of 22.07.2002 of NBR, regarding  the loans and investments categories as 
well as the usage of specific credit risk provisions, published in O.M. no. 626 of 23.08.2002,  
modified by NBR Regulation no.  7 of 03.12.2002, published in O.M. no. 906 of 13.12.2002, 
through NBR Regulation no. 8 of  08.09.2005, published in O.M. no. 840 of 16.09.2005, 
through NBR Regulation no. 12 of 11.12.2006, published in O.M. no. 1044 of 29.12.2006, 
through NBR Regulation no. 4 of 12.03.2007, published in O.M. no. 189 of 19.03.2007, and 
through NBR Regulation no. 5 of 25.06.2007, published in O.M. no. 434 of 28.06.2007, 
regarding the amending of NBR Regulation no. 5/2002 regarding  the loans and investments 
categories as well as the usage of credit risk provisions and the Methodological Norms no.  
12/2002 for its appliance. 

43. ***  Regulation no. 6 of 24.07.2002 of NBR, regarding the regime of the minimal compulsory 
reserves, with subsequent amendments, published in O.M. no. 566 of 1.08.2002 

44. *** Regulation no. 7 of 03.12.2002 of NBR, regarding the loans and investments categories as 
well as the usage of specific credit risk provisions, published in O.M. no. 906 of 19.12.2002 

45. ***  Regulation no. 4 of 07.04.2004 of NBR, regarding the Central Credit Register of NBR, 
published in O.M. no. 739 of 16.08.2004, modified by NBR Regulation no. 2 of 09.03.2007, 
published in O.M. no. 240 of 6.04.2007, for modifying NBR Regulation no. 4/2004 regarding 
the Central Credit Register of NBR. 

46. ***  Regulation no. 4 of 1.04.2005 of NBR, published in O.M. no. 297 of 8.04.2005 regarding the 
exchange regime, published in O.M. no. 297 of 8.04.2005 

47. *** Regulation no. 10 of 11.12.2006 of NBR, regarding the direct notification of credit 
institutions branches, published in O.M. part I no. 1044 of 29.12.2006 

48. *** Regulation no. 14 of 14.12.2006 of NBR, regarding the standard credit risk approach of credit 
institutions and financial investments societies,  published in O.M. no. 1033 bis of 
27.12.2006 

49. *** Regulation no. 18 of 14.12.2006 of NBR, regarding the own funds of credit institutions and 
investments societies, published in O.M. Part I no. 1034 bis of 27.12.2006 

50. *** Regulation nr. 19 of 14.12.2006 of NBR, regarding the minimizing credit risk techniques 
used by credit institutions and financial investments societies, published in O.M. no. 1034 bis 
of 27.12.2006 

51. *** Regulation no. 24 of 14.12.2006 of NBR regarding the minimal capital requirements credit 
institutions and operational risk investments societies, published in O.M. Part I no. 1035 bis 
of 28.12.2006. 

52. ***  Regulation no. 3 of 12.03.2007 of NBR, regarding credit risk minimizing for individuals, 
published in O.M. no. 177 of 14.03.2007. 

53. *** Regulation no. 3 of 23.01.2008 of NBR, regarding foreign institutions for credit evaluation, 
published in O.M. Part I no. 120 of 15.02.2008. 

54. *** Regulation no. 5 of 18.02.2008 of NBR, regarding the standard approach or alternative 
standard approaches of operational risk, published in O.M. Part I no. 173 of 06.03.2008. 

 

E. Web Pages 
1. www.bnro.ro  National Bank of Romania   

2. http://www.birouldecredit.ro 

3. www.en.wikipedia.org  Wikipedia 

4. www.davidlane.com  Banking Dictionary 



Banking Analysis System Bibliography 

 57 

5.       www.insse.ro  National Institute of Statistics 
6. www.ebsco.ro  

7. www.economice.ro 

8. www.ecb.int 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


