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SUMMARY 
The subject of this paper is the analysis of the business model of Romanian banks and the 

structural transformations through which the Romanian banking sector went after the set-in of 

the international financial crisis. The perspective is, firstly, a microprudential one. The 

analysis of banking risks starts from the instruments used in banking supervision and focuses 

on the developments and the determinants of credit risk. Secondly, this paper also implies a 

macroprudential perspective, common to the financial stability analyses. Aggregated 

variations of the banking sector impact both individual bank risks and the role of the banking 

sector in the national economy. In this context, the convergence of lending practices and the 

financial contagion are two important features. Thirdly, the economic perspective of this 

paper refers to the role of bank lending in the national economy. The meeting of the 

economy’s funding needs is conditioned by the adequate management of banking risks and by 

the sustainable recovery of lending. 

The motivation of the subject of this paper refers to the characteristics of the Romanian 

banking sector. Having a small size relative to the national economy, it went in only several 

years from unsustainable growth to excessive contractions and, recently, to a recovery of the 

growth trend. Romania is a host country for several international financial groups. The 

dominant business model in the banking sector is focused on lending, but financial 

disintermediation leads to important effects of refocusing to internal funding. Although the 

viability of individual banks has not generally been an issue, and financial stability has been 

preserved even during turmoil of international financial markets, the high level of credit risk 

has put pressure on bank profitability, and the role that lending had so far in supporting 

economic growth is unclear. Structural transformations of the banking sector occurred in 

recent years support, however, its growth potential and the possibility of a more important 

economic role for bank lending. As a consequence, as the Romanian banking sector is 

representative to the region and, although relatively unsophisticated, goes through a complex 
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development, its transformation process is particularly interesting from a theoretic 

perspective.  

The general objective of this research is to highlight the dominant business model in the 

Romanian banking sector and its recent changes that influence the role of lending in the local 

economy. Under this, the main objectives followed during the different analyses and studies 

aim to identify structural developments and risks of the Romanian banking sector, identify 

determinants of non-performing loans, measure banking integration in the EU, measure 

banking convergence in the Romanian banking sector, highlight developments of internal and 

external contagion risks, and identify the links between foreign funding, lending and 

economic growth. A series of specific and methodological objectives are also presented 

during the paper’s sections. 

This paper’s objectives start from conclusions of the relevant literature referring to causes 

and effects of the financial crisis, microprudential supervision, determinants of credit risk, 

economic and financial integration, banking convergence, contagion risk and economic role 

of lending. The cited papers are presented in the dedicated sections under the analyses and the 

case studies. 

Research methods and technics are also anchored in the relevant literature and are 

described in dedicated sections. These have, in most of the times, a practical feature, adapted 

to the specific studied subject. The methods and technics used therein include quantitative 

assessments, mostly of microprudential or financial stability analysis type, qualitative 

assessments, statistical analyses and econometrical models. 

The paper is structured in three chapters and a section for conclusions. In the first chapter 

the developments of the Romanian banking sector’s risks are analysed mainly from a 

microprudential perspective and a case study on the determinants of credit risk is presented. In 

the second chapter, banking convergence is identified as an important feature of financial 

stability. The two studies presented in this chapter refer to, on one side, the convergence of 

the banking sectors in the EU and, on the other side, the convergence of lending practices in 

the Romanian banking sector. In the third chapter, the financial contagion risk and its effects 

are analysed, aiming both the internal contagion, between Romanian banks, and the external 

one, mainly coming from parent-banks. In the end, the paper’s conclusions highlight the main 

characteristics and perspectives of the Romanian banking sector, proposing several measures 

that can enhance financial stability and the economic role of bank lending. 
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The main results of the research are briefly presented in the following paragraphs. They are 

detailed in the dedicated sections of the analyses and case studies, and the applicability of 

specific results is discussed in the subsections for conclusions. 

The analysis of the banking sector’s developments in 2008-2015 highlights the changes of 

lending in Romania and the vulnerabilities of banks with regard to asset quality, profitability, 

capital adequacy and liquidity. The high level of prudential indicators is identified as one of 

the supporting points for the stability of the Romanian banking sector. Within the premises of 

a sustainable recovery of lending, there are a series of positive developments, but also the 

need to adjust the banks’ business models to the persistent pressures on profitability. 

The analysis of the impact by current economic and financial conditions and the regulatory 

framework shows, from a macroeconomic perspective, the positive effect of the current 

macroeconomic environment on the banking sector, the growth potential for lending to non-

financial corporates, but also the need to improve the credit risk management and to avoid a 

strongly procyclical behaviour. From the perspective of bank profitability, there is support for 

the possibility of growing business volumes and operational efficiency in order to adjust the 

business models, with positive long-term effects for the banks and the economy. Regarding 

the regulatory framework, there is a risk that the banks’ adjustments to its lack of 

predictability would determine negative long-term effects for the local economy. 

The case study on the determinants of credit risk shows their change in time and the 

importance of lagged variables. As a consequence, although credit risk depends on economic 

growth, unemployment rate, exchange rate and lending interest rate, the relationships are 

dynamic, particularly during crisis, making it necessary to anticipate their changes. 

The case study on banking sectors’ integration identifies new loan margins as an 

instrument to measure European banking sectors’ integration. It is also shown that some 

banking sectors tend to depart, during crisis, from the general European developments. 

The case study on lending convergence in the banking sector highlights the role of 

individual lending variations as a convergence indicator. Lending variations of individual 

Romanian banks confirm the increasing convergence during crises and the pro-cyclical 

reaction. 

The case study on contagion risk and the connection between the main risks of the banking 

sector shows the low level of internal contagion, but identifies the interbank exposures as a 

good indicator of general risk. 
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The case study on the relationship between foreign funding, bank lending and economic 

growth highlights the important role of foreign funding for the Romanian banking sector and 

the unclear effects of bank lending on economic growth in Romania. 

The conclusions of this paper show the main characteristics of the Romanian banking 

sector and the premises and difficulties in the way of a sustainable recovery of lending. 

Several solutions to the main problems are proposed to be taken by the Romanian 

Government, the supervisory authority and the Romanian banking sector. The central 

conclusion of this paper is that the sustainable recovery of lending can contribute to the 

consolidation of its economic role, the financial stability and the enhancement of the business 

models of Romanian banks. 
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