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Abstract: 

The creation of the Single Euro Payments Area is in full swing and the completion of the Economic and 
Monetary Union is the moment of consolidation, of preparing the conditions in all Member States to enable them to 
cope with the global financial challenges and prosper. The markets for small value payments in euro within the 
European Union have been very fragmented. There was a need for a project (SEPA) with a major impact on national 
payment markets in order to unify and standardize them in a single domestic market. Trans-European Automated Real-
time Gross Settlement Express Transfer System (TARGET) is a trans-European automated real-time gross settlement 
system - which meets the needs of consumers by offering services at a harmonized level in the European Union. Now, 
however, the banking clientele needs some education about banking operations taking place at the level of the 
European banking system. The initial project was proposed and promoted by the European Central Bank together with 
the European Commission and supported by the central banks of the European Union. However, the implementation 
and continued development of the SEPA-Single Euro Payments Area process is the responsibility of the financial 
institutions, and the final beneficiaries are indisputably the individuals and legal entities that represent their 
"clientele". The Eurosystem has cooperated with national central banks to implement standards that facilitate the rapid 
automation of payment systems by offering TAREGET 2-Securities (T2S) banking clients. 
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1. Introduction 
 
The European Central Bank is monitoring the completion of the development of the single 

euro payment area and has urged the Eurosystem to act as a catalyst for the whole community by 
working practically with all central banks in the community to achieve a balance between 
objectives and needs, technical solutions for beneficiaries. 

As long as there are EU Member States outside the euro area, the Eurosystem and the ESCB 
will work together and aim to complete the economic and monetary union. In this respect, SEPA 
was created, which is an area where all payments in euro, including cross-border payments, are 
made as national payments. 

The payment system has long been defined in various variants according to currency 
developments and its recording and transmission technology. However, the Bank of International 
Regulations clearly states that "the payment system is a set of arrangements for unloading the 
obligations assumed by economic agents when purchasing real or financial resources, other than by 
barter, that is, by transferring the title to assets that, because they are widely accepted are known as 
money. [3] This definition is widely accepted, both by international bodies in the field and by 
central banks within the European Union. 

At the same time, the payment system is defined as a set of instruments, bank procedures 
and rules that ensure the transfer of funds between system participants (credit institutions or 
financial institutions). The system is based on an agreement between the system participants and 
the system operator, and the transfer of funds is done through an agreed technical infrastructure. 
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For the euro area, a single payment system was created without any difference between the 
level and quality of cross-border payments and those of national payments. I think it is time to 
consolidate and transform the EMU to create a prosperous space based on balanced economic 
growth and price stability as well as a competitive social market economy in all EU countries in 
pursuit of full employment work. 

Under SEPA, banking institutions make payments in euro without cash to any beneficiary 
by using a single bank account and a single set of standardized payment instruments called SEPA 
Credit Transfer (SEPA), SEPA Direct Debit (SDD and SEPA Cards). The TARGET system, in 
practice, allows for the transfer of the central bank's currency across the border in a durable 
manner, as well as on the domestic market, ensuring strong monetary pulse flows throughout the 
operative day. The transferred funds can be committed to cross-border payments and can return 
several times a day, which facilitates the development of economic exchanges in all inter-
communal relations. "[1] 

In the Single Payments Area (SEPA), interbank transactions are [2]: 
• using a single set of payment instruments for euro payments (credit transfer, direct debit, and card 
initiated payments); 
• the development of efficient processing infrastructures for euro payments (generic clearing and 
settlement mechanisms); 
• adopting common technical standards for processing payment transactions; 
• compliance with common commercial practices by payment service providers; 
• Continuous development of new customer-oriented services. 

Regarding the integration of Romanian beneficiaries into SEPA, the national supervisory 
and guidance authority, in this case the NBR, contributes to: 
• cultivating and guiding the requirements of the beneficiaries in Romania regarding SEPA; 
• working with public institutions so that they can be among the first users of SEPA products and 
systems in Romania; 
• educating beneficiaries and coordinating communication efforts at national level; 
• monitoring all operations and instructions made at national level for the implementation of SEPA 
settlement systems. 

With the development of SEPA, European banks have also called for a quicker alignment of 
cross-border payments for cross-border payments, through interbank settlement systems. Thus, the 
start of the TARGET (Trans-European Automated Real-time Gross Settlement Express Transfer 
System) implementation of national fees has increased, which has led to negative effects on 
consumers. However, with the implementation of TARGET 2 and TARGET 2S, banks outside the 
Eurosystem have decided to modify their service offer and adjust their costs. The current system 
was created on the basis of national real-time payment systems (RTGS), using a minimum 
harmonized mechanism, to meet the requirements of European monetary union. 

Therefore, at present, SEPA comprises 34 European countries with over 500 million 
inhabitants where all payments in euro (bank transfers, direct debits, cards, etc.) are treated exactly 
the same. So regardless of whether payments are made between parties in the same or different 
countries, around 9,300 institutions offer payment services at European level. [3] 

In order to support and promote the development of an integrated, innovative and 
competitive market for small value euro payments made within the Single Payments Area, the Euro 
Retail Payments Board [4] was set up at the initiative of the European Central Bank, 
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2. Basic principles of TARGET2 
 
Replacing the TARGET system that set up real-time gross settlement payments, TARGET2 

(the acronym of Trans-European Automated Real-time Gross Settlement Express Transfer) is the 
Real-Time Gross Settlement (RTGS) payments in euro. This system also arranges transfers of 
funds related to ancillary systems, such as payment and clearing-settlement systems for financial 
instrument transactions. 

The real-time gross settlement systems of EU Member States that are not yet an integral 
part of the euro area (the case of Romania) have been allowed to connect to TARGET2, provided 
they are able to process the euro as a hard currency. 

The access of financial institutions and all ESBB beneficiaries to TARGET2 through their 
real-time gross settlement systems allowed them to make cross-border payments without the need 
for additional connections. This has led to the integration of cross-border and national payments. 
Designed to allow processing of external payments in European currency as easy as internal 
payments Trans-European Real-time Gross Settlement Transaction - TARGET2 was designed to 
contribute to the implementation of single monetary policy at the stage the third of the European 
Monetary Union. 

The TARGET 2 system has been developed and standardized: 
- interbank transactions through a solid and secure information mechanism for the settlement 

of cross-border euro payments based on real-time Gross Settlement System (RTGS); 
- cross-border payments in the euro area, which are cost-effective, with minimal risk and very 

short processing time; 
- the payment procedures necessary for the implementation of a single monetary policy in the 

countries that have adopted the euro as a national currency and then in all EU countries. 
So for very large amounts, the ECB and the Member States' central banks use a real-time 

payment system called TARGET2, and this year for securities transactions, all banks use 
TARGET2-Securities, which will run on a single platform operated by the Eurosystem. 

For the proper functioning and management of the euro area payment system - "TARGET 
2" is based on a number of principles that can be summarized as follows: 
- will be used in particular for high value payments, without any real time payment restrictions; 
- the services offered by TARGET2 have a higher degree of harmonization than at present; 
- in addition to the basic services and functions of the new system, national central banks have the 
possibility to add other services with national specificities; 
- for basic services, there is always a single price structure for cross-border and national TARGET2 
transactions, with additional services being paid separately; 
- is a multilateral system, consisting of the national components and a common one, that of the 
ECB. 

For the interbank processing of euro payments in Romania, the NBR regulated the 
operating mode for: 
- payment orders directly resulting from operations initiated within the Eurosystem or initiated in 
relation to the ESCB, 
- the settlement in euro of the foreign exchange operations involving the Eurosystem's 
beneficiaries; 
- settlement of euro transfers resulting from transactions in cross-border high-value compensation 
schemes; 
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- settlement of euro-denominated transfers resulting from transactions in systemic low value 
payment systems in euro, 
- settlement of transactions with financial instruments under the Funds; 
- liquidity transfer orders between participating financial institutions in the system; 
- any other euro payment orders addressed to TARGET2 participants. 

 
3. Opportunities for TARGET2-Securities (T2S) 

 
The banking industry passes year after year through a range of significant regulatory 

changes in Europe. In addition to other expectations of the European Commission to build a 
TARGET2-Securities (T2S) capital market, it has made it possible to integrate the securities 
settlement system into Europe. 

Eurositem's securities settlement system was developed in order to continue the process of 
harmonizing post-trading activities. Thus, by completing the European Commission's efforts, this 
pan-European settlement technical platform was made available to Eurositem by the four central 
banks, namely the three central banks that also provide the technical infrastructure of TARGET2 
(Deutsche Bundesbank, Banca d'Italia, Banque de France) and Banco de Espãna. 

The National Bank of Romania, as the operator of the national component of the pan-
European payment system TARGET2, which opens and manages the TCA accounts, has connected 
to this platform together with the Central Depository S.A. 

The numbers of transactions made by Romania through DCA on the T2S platform in 2017 
are presented in the following table: 

 
Numbers of transactions made by Romania through DCA in 2017 

 
Month Feb. Mar. Apr. May Jun. Jul. Aug. 
Total 
- Number of payments - 

51 44 57 68 48 35 122 

Daily average 3 2 3 3 2 2 5 
Source: ECB 
 
In fact, T2S reimburses the euro-denominated securities operations of central depositaries 

within the European Union through the open-end and managed platform accounts of the connected 
central depositaries and Dedicated Cash Accounts (DACs) managed by to the national central 
banks. 

The T2S culture brings substantial benefits to the European post-trading industry and is one 
of the largest infrastructure projects launched so far by the Eurosystem. In addition to cross-border 
transactions with financial instruments in foreign currency, the European Union will be reimbursed 
under the same conditions as national ones. 

This year, T2S is now processing about 90% of the total volume of expected transactions at 
the end of complete migration, and over 500,000 securities transactions are settled on the platform 
each day. The offer of services to banks' clients for use can be done through a single contract or 
"package" with other financial banking services. 

Banking customers' use of their T2S operating models brings many advantages in terms of 
guaranteeing and optimizing the liquidity of euro area or SEBN central bank banks, allowing real-
time euro-clearing in the markets and at the same time reducing the volume of liquidity in the euro 
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required for day-to-day settlement. In addition to these advantages through which T2S allows for 
the overnight use of the overnight cycle, which operates on a net basis and reduces the required 
overnight liquidity, it cannot, by itself, respond to all the collateral and customer liquidity needs. 
Thus, banks' 'collateral' requirements are not limited to the markets in which T2S operates, and 
'customer credit exposures' have to be taken into account by a correlation of risk management 
regulations. 

In view of the above, in order to support and promote the development of an integrated, 
innovative and competitive market for low value euro payments made within the single payment 
area established by the Euro Retail Payments Board, which has taken on the tasks of the SEPA 
Council, . 

Technological innovation has led to rapid changes in the financial industry, and the post-
trade banking sector is considered an area where new technologies have a significant impact on the 
financial market. The Securities and Warranties Advisory Group (AMI-SeCo) has created a 
market-based DLT Task Force on Financial Innovation and Cyber Security to explore the impact of 
DLT on the post-trade industry. 

AMI-SeCo and the Harmonization Coordination Group (HSG) instructed the DLT Task 
Force to consider the different aspects of potential technological change and how this change could 
influence or influence the T2S platform. 

DLT solutions will be widely adopted within the wider EU capital market infrastructure, 
subject to a number of conditions such as: 

- Establishing the legal nature of digital coins and information stored in digital registers; 
- Develop interoperability standards; 
- Creating a stable regulatory position on DLT applications. 

Asset management and collateral management in a single operating model with the T2S 
settlement platform as a basis and solving the few remaining elements in integrating all T2S 
planned capabilities and participating CSDs are the opportunities that derive from the single 
settlement platform and will be fully achievable. 

With the successful migration of the Spanish and Baltic markets, TARGET2-Securities 
(T2S) is now fully operational, being one of the world's largest security settlement platforms, 
averaging 550,000 transactions a day. 

Monitoring of the agreed set of harmonization standards by the Euro Retail Payments Board 
continues. Updating T2S harmonization refers to the four markets that have recently joined the 
platform as part of the final migration waves on September 18, 2017 - Estonia, Latvia, Lithuania 
and Spain - as well as the six markets that have already joined T2S earlier year. All this 
demonstrates a good record of compliance. 

 
4. Conclusions 
 
The financial market infrastructure for the settlement of TARGET2 payments and the 

settlement of securities through TARGET2-Securities is managed by the Eurosystem. 
Under SEPA, restructuring and consolidation of infrastructure for high value payments has 

been achieved. For post-trade services related to financial instruments and retail services, efforts 
are being made to complete the interconnection work on the TARGET2 and TARGET2S platforms 
with the financial institutions monitored by the ESCB. 

116



 Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue  6/2017 

„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344  – 3685/ISSN-L 1844 - 7007 

The financial impact of the retail banking sector varies according to the different SEPA 
scenarios, but there will clearly be no difference between the euro area and the transnational within 
the EU as it encourages innovation and improvement of national customer conditions. 

 
Bibliography: 
 
[1] Basno C., Dardac N., -Payment, Clearing and Settlement Systems, Teaching and 

Pedagogical Publishing House, Bucharest, 2008, pg.207; 
[2] Central European Banking Report The Single Euro Payments Area (SEPA), an 

integrated retail payment market, https://www.ecb.europa.eu/pub/pdf/other/sepa_brochure 
[3] CPSS Report entitled "Core Principles for Systemically Important Payment Systems", 

Bank of International Regulations, January 2001 
[4]. European Central Bank Report The Single Euro Payments Area (SEPA), an integrated 

retail payment market, https://www.ecb.europa.eu/pub/pdf/other/sepa_brochure 
[5]. Order no. 2/2016 for the modification and completion of the Order of the National Bank 

of Romania no. 4/2015 on the functioning of the TARGET2 payment system - Romania 
[6]. http://www.bnr.ro/Zona-unica-de-plati-in-euro-(SEPA)-3104.aspx 

117




