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Owing to the decisive part played by the banks in the financial sector, this thesis focuses on the banking sector especially, as an essential segment of the economy as a whole and without which a modern economy is unable to perform its role and functions. Romania as any other country is interested to create a solid banking system able to ensure an organizational base according to the extension of the monetary relations in economy. Steady banking systems are those able to remain efficient in unexpected conditions and to give incentive and credible pieces of information to all financial participants.


When choosing this theme I had in view that the functioning of the market economy cannot be imagined without strong profitable banks. Thus together with the raising of the economy and the upgrading of the business environment in Romania, the banking system has marked a more rapid quantitative and especially qualitative development than other economic sectors. Within the challenges induced by globalization, the internationalization of the banking activity - as a consequence of the opening of the financial market for foreign investors - cannot be achieved without a performant banking system, able to stand the sharp competition among the world countries.


Hence I considered that I ought to begin my analyze  with the  Romanian banking system reform, as an essential segment which still from the beginning had an important part to act in the process of transition from a controlled economy to a free market economy and which represented one of the main capital suppliers in this process.


In my approach I have emphasized the consequence of the transition impact on the Romanian banking system starting from the functions of the trade banks and those of the Central Bank and going up to the world-wide extension of the financial banking services, a fact leading to the strengthening of the financial banking market and to the wide reconsideration of banking operations.


Nevertheless one cannot speak about reform without the presentation of the contemporary banking environment under the impact of reorganization and privatization as the principal components of the banking system reform. Presently, the financial banking market in Romania crosses a reorganization process, carried out by the appearance of an unsettlement phenomenon as a consequence of the modification of the Central Bank role, the competition amplification leading to the financial disintermediation, by the development of financial institutions assuming the role to turn to account the  temporary available funds in economy, together with the banks.


In my opinion, the main strategy of reorganizing the Romanian banking system is represented by the financial recapitalization, the institutional development of the existing banks, alongside with the promotion of an efficient management based on a strong professionalism. In order to get rid of unperformant loans of the banks in our country, repeated measures of recapitalization had to be taken. In this respect the agencies had an important role of turning to account of banking assets, whose essential objective was to make easier the banking reorganization bringing to a maximum the retrieved value and to improve the methods of monitoring and granting of credits.


The banking reorganization and strengthening have determined the rapid development of the Romanian banking sector, the number of commercial banks growing from 12 in 1991 to 38 at the end of 2003, and the equity increasing more than 6 times in nominal terms between 1998 - 2002. Due to the banking reorganizing measures taken by the Romanian National Bank  and the improving of the macroeconomic climate, the Romanian banking market had an upward evolution in the last three years, all financial and banking precaution index that had been analyzed recording positive value during the respective period.


As I have already stated above, the banking privatization represents the main component of a reorganization process within the banking system, and has an impact both on the economic environment and on the commercial banks. The privatization of the state banks has a view to eliminate the vicious circle by which the state grants preferential credits to nonperformant  companies, the privatization being based on the idea that the private property ensures a higher efficiency by a greater opportunity of managerial initiative and reduced intervention of the state to enforce objectives without economic evidence.


Having in view the main concern of the countries in a transition period from the Central and Eastern European countries, Hungary, Poland, Czech and Bulgaria to accede the European Union, a main step in this direction is the privatization of banks. As to the banking privatization in Romania I have presented aspects of the privatization methods, the privatization of the principal Romanian banks: BRD - Group Societe Generale, BancPost, Banca Agricola and the Romanian Commercial Bank (BCR), which is in the middle of the privatization process, as well as limits and achievements of the said process.


I consider that privatization is not a “panacea” and it does not solve without saying any problem of productivity, but it is a complex action which has to be regarded in close relation with the strengthening of banking discipline and with the creation of a solid capitalization basis. Thus the last part of the first chapter deals with the banking monitoring as an imperative of a performant management and of an international cooperation in the field of banking monitoring.


The changing environment, wherein banks are operating, generates   new business opportunities, but the same time, implies more complex and various risks. The last ones are a challenge for the traditional approaches of the banking management that the bank has to manage as adequately as possible in order to stand the test of competition and to support the economic increase induced by the private sector. That is why further on I have presented, besides the concept and the typology of the banking risks, the main instruments for monitoring the banking risks, the methods and techniques of banking risk management, as well as the institutionalization of the risks.


I have considered just from the beginning as necessary to draw a dividing line between the management methods and the instruments of monitoring the banking risks. In my opinion by monitoring the banking risks I mean the identification, the estimation and the checking of the policies and practices regarding the management of a bank risk, which allow the detecting of the problems a bank is confronted with. The management of banking risks consists in the totality of the methods of banking risks management with a view of limiting, dividing and financing them as well as of reducing the possibility for each bank to run a risk.


I have selected among the risks a bank is confronted with, those having the strongest impact on their activity, i.e.: the credit risk, the risk of interest rate, the risk of  liquidity and that of capital.


The credit risk has to be estimated as compared with the profits the bank expects to gain from credit granting. Hence the most important function of the banking management is that of checking and analyzing the quality of the credit portfolio as a poor quality of credits is one of the principal causes of bankruptcy. A bank should have efficient systems of revision and accounting able to inform the  bank board about the way the crediting policies are implemented knowing that the quality and the characteristics of the credit portfolio of a bank reflect such aspects as position and demand on the market, business and risk strategy, as well as the capacity of a bank to grant credits. The management of the credit risk reflects the policies meant to limit or to reduce the credit risk, such as the policies about the concentration and big exposures, the policies on the classification of assets, policies regarding the provisions for unexpected conditions.


The analyze of the risk concerning the interest rate has a special importance due to the fact that unexpected modifications of the interest rate may determine significant changes of a bank profit and of the market value of its capital due to an increase or decrease of the net income from interests as a consequence of the assets and liabilities cash-flows characteristics of a bank. The management of the interest rate risk should find the way of obtaining a margin as high as possible in time while keeping the profitability and the value of the bank capital as less modified as possible in spite of unexpected variations of the interest rate with the cash-flows generated by the bank assets and liabilities.


I consider that regarding the liquidity risk, due to a lack of correlation of terms between assets and liabilities positions, the management of a bank has a most important task to estimate the necessary correct liquid assets, as the rentability  of a bank could be troubled on a long term if its portfolio has got to many liquid assets in comparison with its needs. On the other side too few liquid assets could cause important financial problems or even bankruptcy of small banks. The management of the liquid assets risks focuses on the joint financing from the great and small creditors, on the exposure to the risk of the great depositors and on the fact whether the bank is based or not on individual financing sources.


The risk of not disposing of own reserves for all contingencies - the risk of capital - is over-dimensioned in the banking sector due to the bank function of intermediating. Therefore, in order to counteract the trend, a bank has to raise to a maximum its profit, by an intensive employment of its funds, the supervision authorities placed some restrictions. Hence, the Basel Agreement has introduced a standard of  capital adequacy, which guarantees the keeping of an adequate value of the capital and of the reserves in order to protect solvability. The more and more complex risks confronting the banks working at an international level determined the Basel Committee to work out a New Agreement with a view limiting the capital risk by increasing the security of the international financial system, paying more importance to the internal auditing and to the own management of the banks, as well as to the supervision process and to the market discipline.


It must be underlined the fact that a correct estimation of the banking risks shall take into account what the manager is aiming at. Thus if the manager purpose is to double the profits, he will assume consciently a higher risk, but if the manager has in view a strategy of bringing to a minimum the risk the profits will be smaller but sure.


The commercial banks should assume the specific risks of this process, taking into account the observance of the precaution requirements as requested by the national settlement authority, the motivation of the exposure to the assumed risk, the measuring of the risk so that the loss caused by its materialization can be considered normal for the activity and the internal and the external image of the bank. The decisions adopted by the banks should be correlated with the levels of the results and of the risks they want to assume, so that these levels could be reached; the knowledge and the application of key measures in adopting future decisions regarding the relation profit-risk being together a central objective for the banking management.


I conferred a special place in this doctorate thesis to the strategies of improving the banking performances, since the banks, as companies have the fundamental objective to increase profits. The bank performance indicates its stability and the confidence of its deposers so that the obtaining of higher and higher performances should be encourage in order to have an efficient and dynamic financial system. From a managerial point of view one can determine a profitability of the territorial units of the bank and a profitability of the bank clients, each of these segments being considered as the profit pools, in which case the bank is a resultant of the sum represented by the profitability of the clients or of the profitability of the services promoted by the bank.


Within the banking system which is characterized by an intensive competition, the modern banks cannot afford to offer products and services without profitability, so that they must organize their function such as to allow the establishing of an accurate contribution to their component parts; thus in the last decade has been developed refined systems for the evaluation of the banking performances, able to contribute to the statement of the bank decisions regarding the inlet and outlet of certain products and services.


Banking performance indicators are used to evaluate the profitability of a commercial bank; these present a multitude of aspects with reference to the degree of profit achievement and to the managerial and operational efficiency. The paper contains both the theoretic presentation of the index and their exemplifications at the Romanian Commercial Bank (BCR).


It results from the analyze effected that the Group carried on its activity during 2003 with a view to increase the added value for stockholders and clients, by the efficient turning to account of the business opportunities the market offered by supporting the financial innovation and by ensuring an adequate quality of all its products. The efficiency of the management is proved to the stockholders by the constant profit increase  in the Romanian Commercial Bank. (BCR) i.e.: from 54 mil $ in 1999 the net profits of BCR increased more than three times in 2002 and reached  to a ceiling of 152 mil $ in 2003. The  balance sheet at 31-th of December 2003 was of 194.135 billion ROL, the equivalent of more than 4,7 billion Euro, in increase with 8,7 in real terms in comparison with the preceding year. This increase is mainly due to the increase of credits that have been granted (+41,7%) their share in the structure of the assets gaining 10 points per cent compared with 2002 (from 33% to 43%).


The Group consolidated its position as a leader on the banking market with a quota of 29,5% from the assets of the banking system, of 27,2% from the credits as a whole; and of 32% from the deposits brought down from the clients with an increasing trend of the quotas which get to the Group subsidiary and to the extend of their development, the aim on a long term being to target a market position comparable to the head office. 


During 2003, BCR remained the main partner of the Romanian economy being the greatest supplier of credits for the Romanian companies, an attitude which together with the financial results made the bank to remain the favorite Romanian partner of financial institution and international banks. The Group management is represented by a series of programs of national interest, which are financed from external sources and contribute directly and indirectly to the local community development.


The banking strategy is circumscribed to the state financial and monetary policy and to the credit and currency policy worked out by the Central Bank with the taking into account of the bank analyses and prognoses referring to the economic, political, social, cultural medium, as well of the bank management quality able to confer the strategic options the necessary potentiality.


The increasing of the bank value and implicitly of the gains afferent to the stockholders investment as well of the added value for the clients through the increasing quality offered by the BCR Group, the improvement of the productivity, reflected by better ratio cost- income and in the prudent employment of the bank financial resources based on adequate management of the specific risks, represent the basic pillars which the bank developing strategy for 2001-2004 was built on.

The strategic fundamental objectives for 2001-2004 period are represented by the keeping of the bank market quota, both on the whole of the Romanian economy and on the banking system as a total. BCR operates for the further keeping of its position as a main financial subsidizer of the real economy, and for the consolidation of the market position of the Group, as a supplier of integrated financial services, which can be accessed by multiple distribution channels, and thus contributes to the economic increase and to the modernization of Romania during the present period of transition and of  the European Union accession.


In this way the Romanian Commercial Bank stakes on the consolidation of its ability to generate benefits. Thus the bank improves the quality and the efficiency of its operations through a strict auditing of its working costs.


In our days, when the financial civilization witnesses a real globalization, the development of the Romanian banking system should not be seen separately from the European and International context. In this respect, the last part of this thesis, deals with the globalization evolution, the globalization impact on banking activity and the implications of European integration concerning Romanian banking system.


Globalization, as a process that requires the intensification and the  relations extending between national economies of world’s states, cannot avoids banking market. The process of globalization in banking activity represents an essential element of supporting the globalization in all compartments thanks to the prioritary role of the financial ensurance and distribution in all the development processes.


European Union is an illustration at small scale of the globalization process because, from all the regional structures, European Union is the main economic example of the world. Romania wants to be a part of the European Concern of development. With a view to integration in European Monetary Union and the overall financial system, our country must possess a solid banking system. Its trend must make for completing the privatization process, harmonizing the national legislation with the European Union legislation, setting up certain suitable settlements for economic environment and choosing more dynamic market orientations.


The beginning of the millennium proves to be promising for Romania through setting up a banking sector consists of powerful banks, capable to ensure a financial environment based on criteria of efficiency and profitability, on the diversification and the higher qualities of financial banking services and on  the banking system competitiveness growth.
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