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The creation of a viable and sound financial system in South-East 
European (SEE) countries has been a fundamental aspect of their 
transition to a market economy. At the beginning of the 1990s, much of 
the banking industry in the SEE countries and Turkey remained 
underdeveloped.  
In Romania, the banking field has been and it is one of the most dynamic 
and active segments within the economy, registering important growths 
from year to year, both regarding capital, number of employees, 
investments, and the credit level of the economic activity. Nevertheless, 
there had been some deficiencies materialized in some aspects of banking 
system leanness, non performing credits, important losses or even 
bribery. The banking system must truthfully reflect the development and 
decentralizing  level within the economy, representing not only a result of 
the reform, restructuring and privatization process, but also a very active 
and mobilizing factor of this process.  
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1. INTRODUCTION 
 
 The creation of a viable and sound financial system in South-East 
European (SEE) countries has been a fundamental aspect of their transition 
to a market economy. At the beginning of the 1990s, much of the banking 
industry in the SEE countries and Turkey remained underdeveloped. The 
implementation of a reform process improved the banking industry in all the 
transition countries. In general, the reform process consisted of the 
establishment of a two-tier system, a new regulatory system conforming 
with BIS standards, allowing the entry of foreign banks, and the 
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privatization of State-owned banks, which was a crucial element in the 
effective transition of these countries’ banking systems to market-oriented 
ones. Substantial inflows of FDI, accompanied by a stable business 
environment and sound macroeconomic policies, have made investments in 
the banking industry even more attractive. Over the past few years, the level 
of financial intermediation has increased significantly in the Balkans due 
partly to substantial investment by foreign banks, which have acquired local 
banks through privatizations or M&As. During the period 2006–2007, there 
were six large M&A deals in the financial industry in this region (Table 1). 
 

Table no.1  Largest cross-border M&A deals in the financial sector in 
the Balkans, 2006–2007 

Year Acquiring firm Home country Target firm Country Value (billion 
dollars) 

2006 National Bank 
of Greece 

Greece Finansbank Turkey 5.0 

2006 Erste Bank Austria Banca 
Comerciala 

Romana 

Romania 4.7 

2007 City Group United States Akbank Turkey 3.1 
2006 Credit Agricole France Emporiki 

Bank 
Greece 2.7 

2007 ING Group Netherlands Oyak Bank Turkey 2.7 
2006 Dexia Belgium DenizBank 

FS 
Turkey 2.4 

Source: UNCTAD, Cross-Border M&A database. 

 
Austrian and Greek banks are taking the lead in investment in 

banking in the Balkans, though the expansion of French and Italian banks 
into these countries is also noteworthy. In addition, Greek banks are 
extending their reach into neighboring countries of SEE, which are growing 
twice as fast as the Greek domestic market. By 2005, Greek banks had spent 
an estimated $1 billion buying bank assets in the Balkans. In the past three 
years the number of acquisitions has accelerated, with the five largest Greek 
banks, National Bank of Greece, Alpha Bank, Eurobank, ATEbank and 
Piraeus Bank, stepping up their commercial and retail banking investments.  

But the Greek banks are not alone. Other European banks have also 
moved in. Bank Austria Creditanstalt (a unit of Germany’s 
HypoVereinsbank), Austria’s Raiffeisen, and Italy’s Unicredito and Banca 
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Intesa are particularly active in the subregion. At the same time, Crédit 
Agricole and Société Générale, from France, have acquired Greek banks. 
Among the largest deals, Erste Bank (Austria) acquired Banca Commercial 
Romania for $4.7 billion and Dexia (Belgium) acquired Denizbank FS 
(Turkey) for $2.4 billion. 

In the new EU accession countries, Bulgaria and Romania, foreign 
banks have moved rapidly to take dominant positions. In Bulgaria 83% of 
the banks are controlled by foreign owners. In Romania, Austrian banks are 
leading (23%), followed by Greek banks (10%) and Italian banks (7%). 
Romania may offer the best prospects for FDI by foreign banks since, 
although it is the second largest market in Central and Eastern Europe, it has 
the least developed banking system. 
 The tendency registered in Romania, of growth of the presence of 
foreign banks, is available in the entire Central and Eastern Europe. The 
growth of roles of the foreign banks on emergent markets is due, originally, 
to financial segment globalization, which led to an intensification of 
competition from non banking lending sources and financial services – 
partially from the capital market, with inference over the registered profits. 
This fact determined a reduction of traditional banking activities capacity, 
banks choosing for regional diversification and achieving other banking 
activities. The expansion of the foreign banks and gaining new market 
shares had been favoured also by more permissive regulations and technical 
progress.  
 The presence of foreign banks leads to a growth of stability and 
efficiency of the banking system of the host country. In this way is 
registered a direct and indirect improvement (as a result of competition) of 
the quality, prices and banking services availability. In addition, it is 
considered that foreign banks have a more efficient assignment of credits 
due to the fact that they have more sophisticated systems for risk evaluation. 
Also, it is appreciated that foreign banks can better estimate the risks 
associated to different financial products due to their experience on 
international financial markets. Moreover, unlike local banks having state 
capital which can be submitted to some political pressures for granting some 
of the credits or neutralizing the economic levers for recovering the credits, 
foreign banks are more intransigent, thus contributing to strengthen business 
discipline.  
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The entrance of foreign banks on the local market means the import 
of some more strict prudent regulations, at least for a part of the banking 
system. Foreign banks are considered to be more stabile sources for granting 
credits, which make the banking system of the host country to be more 
robust to shocks. Thus, the subsidiaries and branches of the foreign banks 
have access to additional funds from the mother companies.  
 
2. ROMANIAN FINANCIAL SYSTEM – BANKS RESTRUCTURING 

AND PRIVATIZATION VERSUS CAPITAL MARKET  
 

 The banking privatization constitutes the essential component of the 
restructuring process within the banking system, having an impact both over 
the economic environment and also over commercial banks. The 
privatization of the state banks proposes to remove the vicious circle by 
which the state granted preferential credits to non performing companies, 
the motivation of the privatization resulting from the idea that the private 
property ensures a superior efficiency by the managerial initiative 
opportunity and diminishing the intervention of the state by imposing 
objectives without economic reason.  

The banking restructuring is indissoluble related to the privatization 
process of the banks with state capital or major state, started in 1998, and by 
the draining of the banking system, process started in 1999. The banking 
restructuring is the second important stage of the banking reform within 
Romania, after the first stage which took down the creation of the 
institutions and of the banking system. One can affirm that the late 
restructuring, subsequently to the start of the privatization, is one of the 
causes which had reduced the bank assets privatization rhythm in Romania. 
The quality of the banking system assets, in the reference year 1999, 
imposed the adopting by the banking community within Romania, of special 
measures for improving the quality of the banks portfolios.  

The banking system restructuring, the diversification of the bank 
products portfolio and the growth of the purchasing capacity of the 
population had led to the rise of the share of the assets of the credit 
institutions within the GDP from 30,8% in 2003 to 61,5% at the end of 
2007. As it results from Table 2, the assets of the banking market 
represented at the end of 2007 61,5 % of the GDP (only in 2003 – 2007 the 
net assets of the credit institutions had doubled and there had been a 



LUCRĂRI ŞTIINŢIFICE, SERIA I, VOL. XI (3) 

significant growth of their share in the GDP), which practically doubled the 
dimension of the Romanian financial system.  

 

Table no. 2 – Romania – The development of the structure of the 
financial system (% of GDP) 

Financial 
intermediary 

2003 2004 2005 2006 2007 

Credit 
institutions 

30,8 36,6 44,6 50,6 61,5 

Insurance 
companies 

1,8 1,9 2,2 2,5 3,0 

Investments 
funds 

0,1 0,2 0,2 0,3 0,3 

Financial 
investments 

societies 

1,4 1,3 1,8 2,3 2,8 

Leasing 
societies 

1,8 3,0 3,6 3,4 5,0 

Other non-
banking 
financial 

institutions 

0,4 0,6 0,9 1,3 1,5 

Total 36,3 43,6 53,3 60,4 74,1 
Source: NBR, CNVM, INS, ALB. 
 

Nevertheless, the banking activity within Romania is not yet situated 
according to the requirements and standards of the European banking 
industry, even though the financial brokerage degree had continuously 
grown, the banking market is divided between a reduced number of 
operators (42 credit institutions, including one credit cooperation authorized 
until now – CREDITCOOP) (Table 3). 

As a result of such events, in 2007 of the total of 42 running credit 
institutions, 2 are included in the state banks category, 40 have major 
private capital, and 36 belong to foreign capital (including foreign banks 
branches). At the same time, the share of the assets owned by private or 
major private capital banks in the total of the assets of the Romanian 
banking system had grown to 94,5%, and the share of the assets of the 
foreign or major foreign capital banks had reached to 87,8%. The 
concentration degree of the banking system remained comparable to the one 
of the European Union countries, the first five banks owning 56,3% of the 
market near the EU-25 average of 59%.  



FACULTATEA DE MANAGEMENT AGRICOL 

 
Table no. 3 Structural ratios of the Romanian banking system 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
Number of 
credit 
institutions 
(including 
CREDITCOOP) 

41 41 41 39 39 40 40 39 42 

Number of 
private-owned 
banks 

37 37 38 36 36 38 38 37 40 

Number of 
foreign capital 
banks, of 
which: 

26 29 32 32 29 30 30 33 36 

- Branches of 
foreign banks 

7 8 8 8 8 7 6 7 10 

Number of 
banks for 
100.000 people 

0,18 0,18 0,18 0,18 0,18 0,18 0,19 0,18 0,19 

Share of assets 
of private-
capital banks in 
total assets 

53,2 53,9 58,2 59,6 62,5 93,1 94,0 94,5 94,5 

Share of assets 
of foreign-
capital banks in 
total assets 

47,5 50,9 55,2 56,4 58,2 62,1 62,2 88,6 87,8 

Share of the 
first five banks 
in total assets 

66,7 65,5 66,1 62,8 63,9 59,2 58,8 60,3 56,3 

Source: NBR Stability Report 2007. 
 

Even though the concentration of the banking market, numerically 
expressed, is comparable to the ones of the E.U., the market reality reflects a 
competition still relatively low between banking operators, even if the banks 
come out with new products and services, attractively presented, and the 
advertising and marketing campaigns had grown as frequency and quality.  
 According to the NBR Stability Report in 2007, the banking system 
had been significantly consolidated, mainly sustained by the restructuring 
and privatization process:  
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- entering the final stage of privatization of the Romanian Commercial 
Bank, respectively the negotiation of selling the major shares to a strategic 
investor. The winner of the auction for taking over the RCB had been 
designated to the Austrian Erste Bank, which had offered for the major 
shares nearly 3,75 billions EURO;  
- the approval of the privatization strategy of the Savings Bank;  
- authorizing the second bank specialized in granting credits for dwelling  
buildings, HVB The Bank for dwellings;  
- withdrawing the running authorization of the Romanian branch of the 
National Bank of Greece, as a result of transferring the assets and liabilities, 
and also of selling their permanent means to the Romanian Bank.  

The financial system had consolidated in the period 1999 – 2007 on 
base of restructuring and changing the structure of the banking property, and 
starting from 2003 by the banking market boom, of insurances, of explosive 
growth of the leasing companies activities, against the accentuation of the 
consumption and leasing accessibility, especially of the corporate bodies 
and to the real estate leasing of the natural persons, but also on base of the 
capital market, which can represent the engine of the economy in a close 
future.  

The development of the financial system in its entirety is not given 
by the decrease of the number of financial intermediaries, from 4092 in 
2002, to 3889 in 2007, but by the duplication of the net assets of the 
financial system, which proofs the qualitative jump achieved by the 
Romanian economy and its functionality. Still, according to the NBR Report 
regarding financial stability, the Romanian financial system is still 
insufficiently developed: at the end of 2005, the total of the Romanian 
mediation of the financial institutions assets was of only 60,4% in 2006 and 
74,1% of the GDP in 2007, sensitive under the level of the European Union 
member countries that reaches almost 330% in 2006.  
 

3. CONCLUSIONS 
  
 In the conditions of globalization, the matter of direct foreign 
investments and their influence over the modernization of the economies in 
transition continues to be included in the key problems category of the 
economic theory. The necessity to draw and efficiently use foreign 
investments are the essence of the investment process, process which 
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ensures, largely, the social, political and economical prosperity of every 
country.  

  The Romanian economy has a relatively low competitive level 
within the European context, and a reduced level of the FDI compared to 
other countries within the region, due to the lack of a transparent legislative 
frame and due to a pronounced regional competition. The competitive gap 
compared to the rest of the countries members of the European Union can’t 
be ignored, given the importance of the European market for Romania and 
given our integration to the European structures.  

Still, the financial mediation degree had continuously grown, and the 
presence of foreign banks and the enhancement of competition (benefic) 
between them and banks with autochthonous capital led to a growth of the 
banking system stability and efficiency, also to a more efficient assignment 
of credits due to the fact that they have sophisticated risk evaluation 
systems.  
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