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Abstract:

This paper presents the evolution in structure and dynamics of the banking risk indicators
reported by the Central Credit Register and the Payment Incidents Register. The analysis
horizon covers the period from December 2021 to October 2023. For prudential supervision
and financial stability, the National Bank of Romania has created and improved two main
support instruments, namely the Central Credit Register and the Payment Incidents Register.
Central banks are constantly analyzing the evolution of banking risk indicators aimed at
managing the risk of payment instruments. Starting from these priorities, commercial banks
are taking sustained measures to improve the quality and structure of their loan portfolio. The
efficient management of risk indicators for banks ensures the stability of financial and banking
systems.
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INTRODUCTION

The National Bank of Romania has an important role in prudential supervision and
ensuring financial stability of the entire Romanian banking system.

For the monitoring and supervision of the risks in the banking activity, the National Bank
of Romania has created and improved the following support instruments for prudential
supervision and financial stability:

» Payment Incidents Register;
» Central Credit Register;
» Deposit guarantee fund in the banking system.

This paper focuses on presenting the evolution, in structure and dynamics, of the main
indicators reported by the Central Credit Register, as well as by the Payment Incidents Register.
The evolution of banking risk indicators aimed at managing the risk of payment instruments,
which can be found in the interactive database of the National Bank of Romania, was also
analyzed.

The systematization of these indicators allowed an analysis of their evolution between
December 2021 and October 2023.

From the interactive database and the statistical indicators reported by the National Bank
of Romania, the indicators reported by Central Credit Register and by the Payment Incidents
Register were selected.

INDICATORS REPORTED BY THE CENTRAL CREDIT REGISTER

The Central Credit Register operates on the basis of the BNR (National Bank of Romania)
Regulation no. 2/2012 regarding the organization and functioning Central Credit Register at the
National Bank of Romania, republished. The activity of the Central Credit Register is also
governed by the Regulation of the National Bank of Romania no. 7 of April 12, 2022.
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The dynamics of the main indicators calculated and monitored by the Central Credit
Register, based on the information reported by credit institutions is presented in the following
table:

Table 1. The evolution of indicators used by the Central Credit Register for credit institutions

31 December | 31 December %
Indicators 2021 2022 Dec. 2022/
Dec. 2021

Number of credit institutions 35 32 -8.6
Number of borrowers (thou.), of which: 1,567 1,630 4.0
° Individuals 1,451 1,510 4.1
° Legal entities 116 120 3.4
Number of borrowers with overdue loans (thou.) 172 197 14.4
Number of loans and commitments (thou.) 2,803 2,961 5.6
Number of overdue loans (thou.) 243 279 14.9
Total amounts due (lei mill.), of which: 430,598 489,906 13.8
° Individuals 157,775 164,733 4.4
° Legal entities 272,823 325,173 19.2
Overdue amounts (lei mill.) 16,376 15,479 -5.5

Source: National Bank of Romania, Annual Report 2022, Table 4.1, p. 124.

From the table above it is noted that although the number of credit institutions decreased
in the period under review (31 December 2021 — 31 December 2022), from 35 to 32, the number
of borrowers increased by 4%, respectively from 1567 thousand to 1630 thousand. Among them,
the highest share is held by individuals, which in total debtors represent 92.6%. The number of
overdue loans increased by 14.9% in the analyzed period, from 243 thousand on 31 December
2021, to 279 thousand on 31 December 2022. This increase is also doubled by the substantial
increase in the total amounts owed to credit institutions.

Another relevant aspect is the fact that a large share of the amounts owed is found among
corporate clients, who need substantial funding sources. The amounts owed by these legal entities
increased from 272,823 million lei at the end of 2021, to 325,173 million lei at the end of 2022,
thus registering an increase of 19.2%.

The analysis of the above data shows an increase in the risks to which credit institutions
are exposed, due to the following aspects:

e sustained increase in the need for funding sources, especially for corporate clients;
e increase in the number of borrowers with outstanding debts to banks;
e increase in the number of overdue loans and amounts owed by bank customers.
The National Bank of Romania permanently monitors the indicators reported by the Central
Credit Register. Commercial banks within the Romanian banking system are taking sustained
measures to improve the quality and structure of their loan portfolio.

INDICATORS REPORTED BY THE PAYMENT INCIDENTS REGISTER

From the interactive database and the statistical indicators reported by the National Bank
of Romania, the indicators reported by the Payment Incidents Register were selected.

In this research, the main banking risk indicators reported by the Payment Incidents
Register were identified and analyzed, in structure and dynamics. The period under review,
namely the years 2021 — 2022, allows the quantification of the evolution of these indicators during
the two calendar years.

65



The Payment Incidents Register conducts its activity according to the Regulation of the
National Bank of Romania no. 1/2012. It manages a database that includes: the number of
payment incidents, the account holders that generated them and the rejected amounts.

The Payment Incidents Register was established in 1997, within the National Bank of
Romania. It is a center for intermediation which manages information regarding incidents with
payment instruments from the following two perspectives:

» from a banking point of view (overdraft drawing, not honoring the commitments

assumed through these instruments);

» from a social point of view (their loss, theft, or destruction).

The main indicators used by the Payment Incidents Register in the period 2021 — 2022 can
be found in the following table:

Table 2. The evolution of main indicators used by the Payment Incidents Register

Annual
Indicators change
2021 2022 2022/2021

Number of account holders reported with payment 8272 | 8.165 13
incidents
Number of payment incidents 29,440 | 28,441 |-34
qupber of account holders with suspended cheque- 1930 |175.0 93
writing privileges
Number of individuals who caused payment incidents 64.0 57.0 -10.9
Rejected amount (lei mill.) 1,237.4 11,5794 | 27.6
Number of queries in the PIR database (mill.) 9.2 10.8 17.4

Source: National Bank of Romania, Annual Report 2022, Table 4.4, p. 126.

From the table above it can be noted a substantial increase in the rejected amounts, namely
from 1,237.4 million lei in 2021, to 1,579.4 million lei in 2022, so by 27.6%.

The most common reason for rejected payments is the total or partial lack of available
funds in the holders' accounts (with a share of 62,4 percent of the total reasons for the rejected
amount in 2022, compared to 61,4 percent in 2021). The number of consultations of the database
managed by the Payment Incidents Register also increased, from 9.2 million consultations in 2021
to 10.8 million consultations in 2022, so with a 17,4% increase.

The only substantial decrease recorded is found in the indicator “Number of individuals
who caused payment incidents.” Their number decreased by 10,9% in 2022 compared to 2021.

The available banking risk indicators, reported by the National Bank of Romania, in the
statistical report from the interactive database, target both resident and non-resident clients. The
evolution of these indicators is shown in the table below:

Table 3. Risk indicators reported by Payment Incidents Register

Risk indicators Dec. 2022 Oct. 2023
Amounts of rejected debit payment instruments (RON thou.) | 174732.8 153915.7
Number of rejected debit payment instruments (number) 2805 3272
Number of accountholders that generated payment incidents | 1440 1689
Risky entities (Total number) 945 1079
Entities suspended from cheque-writing privileges (number) | 27 28
Amounts of rejected debit payment instruments — major
reasons (RON thou.) 93765.6 105457.5
Number of rejected debit payment instruments — major 1720 2078
reasons (Total number)

Source: https://www.bnr.ro/Statistics-report-1124.aspx
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The table above shows that the amounts of rejected debit payment instruments decreased
from 174732.8 thousand lei at the end of 2022, to 153915.7 thousand lei at the end of October
2023. In the same time period, the number of rejected debit payment instruments increased from
2805 refusals in December 2022, to 3272 refusals in October 2023. The increase registered in the
number of payment rejections highlights an increase in financial indiscipline.

The rejected amounts and the number of rejections is reported by the Payment Incidents
Register, including as payment incidents with cheques, bills of exchange and promissory notes.

The banking risk indicators reported by the Payment Incidents Register, by category of

payment instruments, are presented in the following table:

Table 4. Risk indicators by payment instrument categories

Risk indicators Dec. 2022 Oct. 2023

Amounts of rejected debit payment instruments — Total
RON thou., fr(J)m which: " 174732.8 153915.7

e Cheques (RON thou.) 912.9 2679.7

e Bills of exchange (RON thou.) 0 0

e Promissory notes (RON thou.) 173819.9 151236.0
Number of rej ectgd debit payment instruments — Total 2805 3972
number, from which:

o Cheques (number) 53 90

e Bills of exchange (number) 0 0

e Promissory notes (number) 2752 3182

Source: https://www.bnr.ro/Statistics-report-1124.aspx

The amount of rejected debit payment instruments, namely checks, register a substantial
increase, from 912.9 thousand lei in December 2022 to 2679.7 thousand lei in October 2023.
Also, the number of rejected debit payment instrument, respectively cheques, increased from 53 in
December 2022 to 90 cheques in October 2023.

The highest values, both in terms of rejected amounts and in terms of number of rejected
debit payment instrument, are registered for promissory notes. The amounts rejected for payment
with promissory notes decreased from 173819.9 thousand lei in December 2022, to 151236.0
thousand lei in October 2023.

The number of rejected debit payment instruments regarding promissory notes increased
during the period under review. 2,752 rejected promissory notes were registered in December
2022, and their number increases in October 2023 to 3,182.

From the above data it follows that banks are facing an increase in banking risk indicators,
namely a worrying increase in indiscipline concerning the use of payment instruments by bank
customers. Non-compliance with banking regulations regarding the payment instruments used in
banking transactions constitutes a major risk for commercial banks that conduct activities with
retail or corporate clients.

As a specialized structure, the Payment Incidents Register collects, stores and centralizes
information specific to payment incidents produced with cheques, bills of exchange and
promissory notes, by the holders of bank accounts.

The users of the information in the database of the Payment Incidents Register are:

e The National Bank of Romania;

e Credit institutions within the Romanian banking system,;

¢ Courts and other state institutions with supervisory and control responsibilities;
e Bank clients, individuals or legal entities, residents, or non-residents.
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All payment incidents reported by commercial banks and managed at the level of the
Romanian banking system by the Payment Incidents Register, refer to non-compliance with
banking regulations on transactions conducted by bank customers.

CONCLUSIONS

The European Central Bank and the World Bank have been constantly concerned with the
management of banking risks, monetary policies, and the stability of financial and banking
systems.

Central banks are continuously analyzing the evolution of bank risk indicators aimed at
managing the risk of payment instruments. Starting from these priorities, commercial banks take
sustained measures to improve the quality and structure of their loan portfolio. The effective
management of banking risk indicators ensures the stability of the financial-banking systems.

In order to monitor and supervise the risks arising from banking activity, the National
Bank of Romania has created and improved support instruments for prudential supervision and
financial stability. These main support tools are: Central Credit Register and Payment Incidents
Register.

The indicators reported by the Central Credit Register show an increase in the risks to
which credit institutions are exposed, due to the growth registered in the number of outstanding
loans and amounts due at the end of 2022, compared to the end of the previous year.

From the analysis of the indicators reported by the Payment Incidents Register, there is a
substantial increase in the amounts refused for payment, namely from 1,237.4 million lei in 2021,
to 1,579.4 million lei in 2022, so by 27.6%. The most frequent reason for refusal of payment is the
total or partial lack of available funds in the accounts of the holders. The available banking risk
indicators, reported by the National Bank of Romania, in the statistical report from the interactive
database, target both resident and non-resident clients, and the amounts refused for payment are
highlighted by category of payment instruments.

The evolution in structure and dynamics of the indicators reported by the Central Credit
Register and Payment Incidents Register shows an increase in the risks to which credit institutions
within the Romanian banking system are exposed.

The increase in indiscipline in the use of payment instruments by bank customers, as well
as the failure to comply with banking regulations regarding payment instruments used in
conducting banking transactions, constitute a major risk for commercial banks.
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