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Rezumat 

Starting 2008 Romania faced one of the deepest financial, economical, socio-political crises. It all started with 

the decline of the real estate market. Very accessible bank loans, real estate evaluators that in their majority used to 

double or triple the value of properties, the insatiable wish of each and every Romanian to own one or more properties 

without considering the long term consequences, banks’ risk departments that completely ignored risk, all those were 

the perfect recipe for a disaster. 

 This research paper is an approach in creating the big picture of the Romanian real estate market and the 

attached domains, the role it played in the national economic crises, and also the social impact banks’ behaviour had 

on the population layers.   

 

Cuvinte cheie: real estate, bank flexibility, property, social impact. 

 

Clasificare JEL : G01, G21, G23, G28, H12 
 
1.Introducerea şi contextul studiului 

 

Considered the worst crisis since the Great Depression in 1929-1933, having the starting 

point in October 2008 in USA and other countries, the financial and real estate crises the paper 

refers to,  has represented a turning point in contemporary life of the world and Romania was no 

exception.  

The entire world economy has been deeply influenced at all its layers by the last financial 

crisis, the most important traces being left on economic growth and labor market and side effects 

on short and long term on the structure of the world financial system and its interface into the real 

economy.  

The present paper is a review of the effects the crises had on the Romanian real estate 

market and on connex domains, beginning with effects on labor market and financial market. 

Also we will consider carefully the potential interdependences between financial and real 

estate markets and to what extent the Romanian real estate crisis has been triggered by the financial 

market. 
 
2. Real estate crisis. Causes, effects, measures to improve  
 

In 2008, the Romanian economy, like almost all economies in the world, was shaken by an 

unprecedented financial crisis.  

 
2.1 Traditional and Untraditional Causes of the Romanian Crises. 

 

Among the traditional causes of the economical-financial Romanian crises we can mention 

a boom in giving loans, a big raise in asset prices, especially on real estate market, giving loans to 

solvable or less solvable companies (sub-prime mortgage borrowers).  
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We can also mention special untraditional causes of the financial-real estate crises, specific 

for the Romanian market and not only: 

• An uncontrolled urge for profit, of the banks and real estate companies, and not only, 

appetite that lead to using high risk assets 

• Ignoring sometimes completely risk characteristics of securities  

• An expansion of a sui generis model of origin and distribution of transferred risk ( 

origin -and -distribute model) 

• Inadequate corporate governance and poor management incentives in financial 

institutions  

• Rating agencies and regulators. 

As a conclusion, the general cause of the world financial and real estate crises stays within an 

exagerated importace given to financial instruments, to the monetary economy in opposition with 

the real economy regarding the requests of a healthy development. This exagerated importance has 

as basis the specultive component of the economical model of free concurential market beyond its 

admissible limits.  

In real economy placing intermediaries with the relationship production-consumption means 

false added value, parasitarism and inflation.  

We also have to mention the internal and external financial- accounting audit national and 

international systems’ activity that had big falls and also the rating agencies that were incapable of 

drawing worning signs regarding capital and financial markets. 

For Romania the reckless financing activity of the financial institutions starting 

with 2006 and ending 2008 has led to serios economical difficulties. 

 

2.2 The concequences of financial institutions’ behavior on the Romanian financial and real 
estate market. 

 

Starting with 2006 Romanian banks and leasing companies were unconsciously willing to 

spread money within the market. The risk departments in these institutions seemed to be inexistent.  

Loans were given only on the basis of an Identity Card, without minutiously verifying the 

ability of the applicant to repay the debt.  

All that seemed to matter for banks was that the applicants should depose a real-estate 

guarantee. When the crises began, a lot of financial institutions came to the truth that they own as 

loan guarantees lands in areas where they have no access to, lands without access paths-they had 

the land but no road-access to reach it, buildings that were on the verge to collapse, etc. All those 

assets were highly overevaluated. 

Ltd companies, no matter their size or object of activity were targeted as customers by all 

financial institutions, without exception. 

Everyone aspired to become a real estate owner; banks gave real estate or mortgage credits to 

anyone and in order to help aplicants that did not have the downpayment available (it is the case of 

90% of the applicants) they supplemented the real estate or mortgage credit with a personal needs 

loan, namely 10-15-20% of the value of the real-estate they wanted to buy.  

A lot of real estate developments began to appear, most of them financed by banks. 

The prices of lands exploded, having a direct effect on the price of real estate. 

On a false impression of unprecedented economical development, the price of raw materials 

for building and erecting industry, cement, iron, reinforced concrete, finishing materials, also 

exploded reflecting in the final selling price of a built square meter of construction. 

Banks and financial institutions became a “good Samaritean”, a good fairy that brought all 

dreams alive. 
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Everything you wished seemed to be possible using…loans. You wanted a new TV, a 

washing mashine or any other electronical device? New furniture, rugs? No problem. At least a 

couple of financial non-banking institutions were waiting for you inside shopping centers, giving 

you, a regular employed person, with no extra wages and probably with an already taken housing 

loan, the possiblity of choosing among a selection of short term small loans. Short term became a 

relative notion, because the risk calculating computer programme was easily fooled by prolonging 

the repaiment period.  

You wanted a new car. Car dealers and leasing companies were in a continuous fight to 

convince you that they are a best solution for you. 

You wanted a holiday during summer? Bank institutions paid for it and gave you the 

“chance” to pay for at least 2-3 summers ahead for it. 

Everything was possible but using someone elses money and becoming a slave for it. 

That was also the period of the biggest frauds against leasing companies, frauds involving 

financing inexistent construction equipment. The Romanian Justice began this year, after years of 

investigating, condamning adminsitrators of ltd companies, clustered in organized criminal groups 

that have been financed for building and erection equipments that have never existed. It was proven 

that the leasing companies in question had a very unserious treatment of assuming risk, making 

good inspections, assuring themselves that their money are wisely and safely placed. Some of the 

above mentioned companies went bankrupt; some other sold almost for free their portfolios and 

continued working. 

There are also cases of bank directors that were part of the organized criminal groups, 

favorising giving loans to ldt companies or people that were never intended to pay them back and 

that used in giving these loans intentional over-over evaluated real estate assets. Bank evaluators 

are proven to be part of these illegal networks. 

Less afected by the crisis were the financial institutions that even in the mist of creditation 

fever, 2006, 2007 and beginning of 2008 considered carefully the repay power of the applicants and 

were very cautious to whom they have granted loans and at what costs. 

Banca Transilvania, for example, perceived as a strict bank during the boom years, has 

passed through the 2006-2008 period having a very reserved loaning strategy. They carefully 

evaluated wages and guarantees, they carefully considered the repaiment period, having as strategy 

healthy growth and a selection of good customers. They have refused to give credit to anyone, 

anyhow, and concentrated on liberal professions instead, in order to balance. They have created 

bank products for lawyers, doctors, etc., professions having credibility and a good activity in the 

future also. Not only that they have resisted successfully, but they have even achieved to take over 

a bank that had an opposed business behavior, Volksbank. 

Volksbank was known in the market, during the boom years, as one of the banks having a 

most relaxed business behavior. It had some of the lower interests in the market and no strict 

criteria in choosing customers. The result was that they found themselves in the position that more 

and more customers became unable to repay their debts and prooved itself to be uncapable of 

finding solutions for diminishing the harm. They sold almost all their non-performant portfolio 

towards debt collection companies and kept for themselves up to last year, the repossed real estate 

goods. They tried to sell it peace by peace, but had no special results. They sold some properties 

that were at a very good market value and sold the rest as a whole package, for almost nothing, 

towards Asset Portfolio Servicing România.  

Real estate market bloomed overnight in 2006, 2007. Everywhere new residential 

complexes appeared. A lot of overnight entrepreneurs took advantage of the situation and began 

building and erecting although they had no previous expertise in the area. 
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The evaluators the banks sent to evaluate the guarantees over-evaluated them. Thus in 2007, 

a 2 rooms’ appartment of 50 square meters somewhere in the suburbs of Bucharest was evaluated at 

150000 euros, almost 3000 euros/square meter.  

According to the National Statistics Institute among 2006-2013 a total number of 2.475.000 

real estate transactions were done, 490.000 in 2006, 530.000 in 2007, 340.000 in 2008, 250.000 in 

2009, 210.000 in 2010, 190.000 in 2011, 195.000 in 2012 and 270.000 in 2013. As we can notice 

2006, 2007 and 2008 were years with a very significant real estate activity.  

2008 and 2009 brought very serious problems for part of the real estate developers that have 

taken bank loans in order to build their residential developments. 

Banks like Credit Europe Bank, very eager to finance real estate market in the years of 

economic flourishing, refused to respect their credit contracts and asked the developers to declare 

their insolvences in order to continue financing their projects. 

We can exemplify with 2 developers the ltd company Con Company SRL with “Pasarea 

Maiastra Residence” Project and Adanan SRL with “Swiss Residence” Project, the first located in 

the West of Bucharest, in Drumul Taberei Headquarter, the second in the Est of Bucharest in Titan 

Headqurter. 

“Pasarea Maiastra Residence” is a 3 buildings, 601 units, 650 parking spaces project. A 

contract for 40.000.000 euros financing has been signed with the bank.  

At the end of 2010, 20.000.000 euros have been financed by the bank for the project, the 

underground on 3 levels has been finished for the entire project, the frst building with 201 

appartments was ready and completely sold for 13.000.000 euro that have been given back to the 

bank, the second building was a 3 levels structure, while the third building was a 1 level structure. 

None of the parking spaces was sold because that was the bank’s decision, although there were 

requests from the part of the new owners in the first building.  

Although “Pasarea Maiastra Residence” has been a successful project, 87% of the 

appartments being sold through the Governmental Project “Prina Casa”, financing project that was 

still in line then and it is even now, starting with 2010 the financing bank has began delaying 

financing of the project as it has been established by the contract. 

From 2010 and February 2012 the bank promised to re-begin financing the project and in 

January 2012 imposed the developer as a condition of financing the project to declare his 

insolvency. The developer did that and again the bank did not continue to finance the project and 

externalized the loan and the developer to a company in Saudi Arabia that has as main shareholder 

Credit Europe Bank. At present, the developer is fighting the bank at court but in the meantime 

people that have paid downpayments for appartments in the second building, 56 is their number, 

are still waiting for their homes. There are 5 people that have paid the entire value of the apartment 

they want to buy as downpayment and they are waiting for 4 years. 

The situation is rather similar with Adanan and “Swiss Residence” Project; with the only 

saving exception that by the time the bank asked the developer to start the insolvency procedure the 

project was 90% finished and all that was to do was to sell the appartments with an agreement from 

the bank for each unit. Here also the bank has imposed a minimum selling price for each unit that 

was much higher that it was necessary to repay the loan.  

It goes without saying that interrupted works for 4 years at “Pasarea Maiastra” also lead to 

sending the 500 workers into unemployment.   

 
2.3. Profit for profit, or profit for people 
 

All the boom period has been characterized by a behavior of the type “What is in it for me?”, 

by the part of banks and financial institution, while the common sense might have dictated a 

behavior of the type “How can I contribute?” 
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The only thing that mattered was the profit, and not a second the people. This greedy 

behavior, this lust for profits beyond rational business practices from the part of financial 

institutions, which was also propaged into companies with connex activities, lead to dramatic social 

concequences. People and antrepreneurs became the slaves of money unwisely loaned and spent. 

Although in European countries like Spain, during the crises period people were released 

temporarily from repaying their loans, none of the Romanian banks came with a plan in order to 

help them not feel so deeply the stress of the crises period.  

There were cases of suicidal acts, even among business community, because of the fact that 

some people lost their life work and savings for some unwisely contracted loans. 

One of the recomandations for banks and financial institutions is that they should place the 

human being with its real needs in the center of their preocupations and not the highest rate of 

profit possible. This way they may design products that correspond exactly to the profile, needs and 

financial potency of the applicants, thus reducing their own risk.  

 

2.4. Measures to fight the crises’ effects 
 

The national and international decisional institutions, the Monetary International Fund, 

World Bank, the European Union have established a set of short, medium and long term measures 

in order to fight making the crisis’ effects worse and to reestablish trust in financial markets.  
 The National Bank of Romania has given a declaration in 2008 according to which no 

Romanian bank has liquidity problems or is in a severe situation as a result of the international 

financial crises.  

 Specialists have considered as a solution for the crises guaranteeing liabilities, separateing 

bad assets, recapitalization of the affected institutions. 

Lending has been limited, now it re-begins its activity, and now the regulatory and 

supervising framework needs to be conceived in such a way as to be a plus for everybody and not 

to have a speculative purpose.  

 
3. Concluzii 
 

The post crises period we are crossing at present should be a period to elaborate new 

rules for the global economy in order to make a solid economical and financial framework.  

The last crises was due to a systemic failure, to a combination of non-ethic behavior of 

some companies and a faulty regulatory system.  

For the Romanian real estate markets all those translated into bankrupcy, failure, 

unemployment, overdued give in use terms, social problems, not payed loan installments, lost 

homes. Financial institutions as well as regulatory institutions do not allow themselves to 

generate such severe falure to the Romanian people.  
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