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Abstract: The paper presents an analysis of the interest rate, knowing the fact that it has an
important role in the operation of the banking system, being the main element according to
which the interest is calculated. The interest rates charged by credit institutions on deposits
and loans granted to households are analyzed. The saving process has beneficial effects in
terms of the development of the bank’s activity because it is directly related to the volume of
resources attracted. It is also demonstrated that lending is the main financing flow of a
country's economy, the types of credit being diverse adapting to market requirements.
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INTRODUCTION

Commercial banks carry out a complex number of lending operations, mainly from
the funds obtained from the attracted deposits.

Interest represents the cost of money that a person agrees to pay when accessing a
loan, paying the credit itself. In the case of a term deposit, the interest is the "fruit" of the
money for the creditor that he has the right to collect for the fact that he has placed the
savings in the bank, for example [10, 11, 12].

The interest rate represents a way of obtaining income, respectively profit, from the
activity of intermediation between the demand and supply of capital [2, 6].

Keeping savings in the form of bank deposits is the safest way to keep money. To
the physical security offered by bank deposits, is added the fact that they are extremely
effective saving tools. Bank deposit is a means by which you can save by depositing a
monthly amount of money in a bank account and receiving an interest from its part. The
tendency to spend more from the obtained income is a normal behavior, but it can be
changed by financial discipline in which the role of bank deposits is categorical. In
addition, bank deposits bring interest bearing benefits that cover or reduce the long-term
adverse impact of inflation [3, 4, 5].

The bank deposit or the deposit at term actually represents the deposit at the bank
of a sum of money for a certain period of time, also called the maturity of the deposit. The
maturity of the deposit can start from a few days, months or years [12, 16, 19].

Most banks from the Romanian system offer bank deposits with a maturity of one
month to 2 years or even 48 months, but some also offer atypical periods, depending on
customer needs [15, 18, 19].

One of the most complete definitions is the one given by the German economist F.
Wagner according to which “credit is materialized in that act of private-economic
exchange, by which a subject yields to another subject economic values such as: material
goods or currency, with the reservation to have claims on them*.

Credit represents the exchange of a present monetary value for a future monetary
value. In other words, the loan involves a "monetary relationship that arises in connection
with the granting of loans to legal or natural persons, which is to be repaid later, at
maturity” [2, 8, 14, 17].
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The purpose of the research is to provide an overview of the interest rates for
deposits and loans that have been increasing lately as a result of increased confidence in
banks.

MATERIALS AND METHODS

Commercial banks carry out operations related to lending mainly from the account
of money resources obtained from attracted deposits. There are two categories of banking
operations:

A. Active operations of banks that include primarily lending and securities
operations. They can be characterized primarily by the repayment term, the method of
paying interest, the method of repayment, the guarantees presented, but also the debtor
type.

B. Liabilities mainly relate to attracting deposits (sight or term), attracting loans
and issuing securities [1, 7, 8, 9, 11].

The authors have consulted a rich bibliography from the specialized literature
including books, articles and specialized works. The essential information for our analysis
was collected from the data sets, periodic reports and monthly bulletins of the National
Bank of Romania.

The analysis was based on data of Bank of Romania [14], covering the 2015-2019
period, for the following interest rates: interest rate on time deposits in lei and euro and on
categories of deposits; interest rate on loans in lei and euro and on loan types.

The collected data were processed and graphically represented, formulating the
conclusions.

RESEARCH RESULTS

At the beginning of the analysis are presented (Table 1), the interest rates of new
deposits at term and those existing in the balance in lei. Thus, in the case of the interest rate
on new deposits in lei, there was an increasing trend on total deposits, but also by the
maturity of the deposit. The trend was also upward on existing term deposits in the
balance. Unfortunately, these interest rates are not enough to cover the inflation rate, so the

money kept in deposits will devalue.
Table 1.

The evolution of the interest rate on time deposits in lei (% per year)

Years Total Initial maturity up Initial maturity Initial maturity Initial maturity
to 1 month over 1 month and over 3 months and | over 6 months and
inclusive up to 3 months up to 6 months up to 12 months
inclusive inclusive inclusive
The interest rate on existing deposits in the balance
2015 1.62 1.62 1.15 1.67 2.21
2016 1.11 0.42 0.70 1.05 1.44
2017 0.90 0.30 0.53 0.76 1.13
2018 1.38 0.66 0.94 1.49 1.64
2019 1.87 0.73 1.09 1.84 2.55
The interest rates of new deposits
2015 1.48 1.12 1.34 1.75 1.97
2016 0.90 0.53 0.82 1.06 1.41
2017 0.79 0.40 0.72 0.96 1.79
2018 1.76 1.02 1.41 2.06 2.54
2019 1.98 0.83 1.44 2.30 3.06

Source: www.bnr.ro [14]

The interests at deposits remained, on average, below 2% - substantially below the
inflation rate - but with decreases for the savings attracted from individuals.
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The average interest rates on new deposits in 2019 reached 1.98% per year and
3.06% in the case of deposits made for periods between 6 and 12 months inclusive. On
balance deposits, the overall average was 1.87% per year, reaching 2.55% per year for

longer maturities.

The analysis of interest rates, for euro deposits at term is presented in Table 2. The
decreasing trend of interest rates for euro term deposits was maintained until 2019 for both
existing and new deposits in the balance.

Table 2.

The evolution of the interest rate on time deposits in euro (% per year)

Years Total Initial maturity up | Initial maturity over | Initial maturity over | Initial maturity over

to 1 month inclusive | 1 monthandupto3 | 3 months and up to 6 months and up to

months inclusive 6 months inclusive 12 months inclusive

The interest rate on existing deposits in the balance
2015 0.78 0.35 0.48 0.65 1.10
2016 0.44 0.15 0.22 0.35 0.59
2017 0.34 0.13 0.14 0.24 0.42
2018 0.29 0.10 0.14 0.25 0.41
2019 0.20 0.07 0.11 0.13 0.25
The interest rates of new deposits

2015 0.61 0.49 0.61 0.66 0.87
2016 0.34 0.21 0.27 0.39 0.63
2017 0.30 0.15 0.19 0.33 0.72
2018 0.28 0.13 0.20 0.35 0.57
2019 0.16 0.09 0.15 0.14 0.24

Source: www.bnr.ro [14]

From the analysis of the average interest rates on new deposits of households in
euro, it decreased from 0.61% in 2015 to 0.16% per year in 2019, and in the case of new
deposits made for periods between 6 and 12 months it has reduced from 0.87% to 0.24% in
the analyzed period.
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Figure 1. The evolution of the interest rate on term deposits in lei, existing in the

balance, by types of deposits
Source: www.bnr.ro [14]

From the analysis by types of deposits in lei (Figure 2) results an increase of the
interest rate in 2019, to 3.65% per year for deposits with an initial maturity over 1 year and
up to 2 years inclusive and to 1.98% in the case of deposits term in lei, existing in the
balance (Figure 1) with the initial maturity up to 2 years inclusive.

Depositors at banks have been caught between hammer and anvil lately, due to
developments from the economy. On the one hand, they saw their savings eroded by
inflation, given that the annual interest rate received from the bank was lower in most cases
than rising prices over the same time horizon.
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The highest interest rates on deposits are granted for those with longer terms, by
small banks, but there is also a bonus for opening online deposits. Large banks generally
pay lower interest on deposits, even the smallest in the market in most cases.
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Figure 2. Evolution of the interest rate on deposits in new lei, by types of deposits
Source: www.bnr.ro [14]

For euro deposits (Figures 3 and 4), the interest rate reaches 0.71% per year for
deposits with an original maturity of more than 1 year and including 2 years and only
0.20% for existing euro deposits in the balance.
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Figure 3. The evolution of the interest rate on euro deposits existing in the balance,
by type of deposit

Source: www.bnr.ro [14]

Banks on the Romanian market recorded a profit margin (the difference between
interest on loans and new deposits) of 5.61% in December 2019 on the component of loans
in lei for the population, down from 6.33% registered in December 2018, with 0.72
percentage points.

Interest rates required by banks at new loans in lei (Table 3) increased slightly in
2018 and decreased in 2019, especially on the segment of deposits with an initial maturity
over 5 years, according to the latest data, analyzed.

In the period 2015-2018, according to the NBR data, the average global interest
rates (per total loans) for loans in lei granted to the population have increased from 6.61%
to 7.95% for loans on balance and from 6.61% to 8, 09% for new loans. Differentiated by
types of loans, we observe a more pronounced increase in interest rates for loans under 1
year (from 9.25% to 11.58% for outstanding loans and from 6.48% to 10.43% for new
loans).
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Figure 4. The evolution of the interest rate on new euro deposits by type of deposit
Source: www.bnr.ro [14]

Table 3.

Evolution of the interest rate on loans in lei (% per year)

Years Total With initial maturity up to With an initial maturity With the initial maturity
1 year inclusive over 1 year and up to 5 over 5 years
years inclusive
The interest rate on existing deposits in the balance
2015 7.56 9.25 10.64 5.20
2016 6.57 8.75 10.05 4.05
2017 6.80 9.78 9.96 4.63
2018 7.95 11.54 10.77 5.95
2019 7.69 11.58 10.50 5.80
The interest rates of new deposits
2015 6.61 6.48 9.39 3.97
2016 6.57 5.95 9.00 3.66
2017 6.90 7.50 9.24 4.52
2018 8.09 10.63 9.73 6.06
2019 7.59 10.63 9.66 5.59

Source: www.bnr.ro [14]

Table 4.
The evolution of the interest rate on loans in euro (% per year)

Years Total With initial maturity up to With an initial maturity With the initial maturity

1 year inclusive over 1 year and up to over 5 years

5 years inclusive

The interest rate on existing deposits in the balance
2015 4.70 10.46 5.71 4.68
2016 4.34 10.38 5.09 4.33
2017 4.26 9.32 4.77 4.25
2018 4.20 9.51 6.14 4.18
2019 4.07 9.25 6.18 4.05

The interest rates of new deposits

2015 4.01 4.58 4.23 4.00
2016 4.11 c 5.47 3.93
2017 3.90 c 3.93 4.30
2018 4.84 c 6.13 4.76
2019 3.88 c 5.13 3.75

Source: www.bnr.ro [14]

A weighted increase was registered for loans up to 5 years (from 10.64% to 10.77%
for outstanding loans and from 9.39% to 9.73% for new loans).

Analyzing the average interest rates on loans in euros (table 4), we found their
increase in 2018 to 4.84% and a reduction of 0.96 percentage points in 2019.

in 2019, less with 0.63% compared to 2015.
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The loan in lei has been preferred by the population in recent years. At the end of
2018, ROBOR started to grow and Romanians who had loans have faced with interest rate
risk, after others had known the foreign exchange risk.

Table 5.
Interest rate at loans in lei granted, existing in the balance by types of loans (% per year)
Years Loans Home loans Total Consume loans and other
granted purposes
on Total With With the With the With With the With the
account initial initial initial initial initial initial
overdraft maturity maturity maturity maturity | maturity maturity
uptol over 1 over5 uptol over 1 over5
year year and years year year and years
inclusive upto5 inclusive upto5
years years
inclusive inclusive
2015 8.80 3.89 7.62 5.51 3.87 9.70 9.25 10.69 7.83
2016 8.02 3.33 6.44 4.92 3.32 9.15 8.75 10.10 6.56
2017 8.34 4.20 6.04 4.90 4.19 9.36 9.79 9.99 6.82
2018 9.72 5.67 6.20 5.77 5.67 10.44 11.54 10.80 7.96
2019 9.49 5.56 6.07 5.59 5.56 10.27 11.58 10.51 8.00

Source: www.bnr.ro [14]

Annual effective interest rate (APR), the indicator for the total cost of a loan,
including both interest and commissions, on home loans (Table 6) increased from 4.17
percentage points in 2015 to 6.20% in 2018 increasing by 1.36 percentage points due to the
increase in the ROBOR interbank interest rate. Also, in the category of consume loans, the
annual effective interest increased by 0.20 percentage points in 2019 compared to 2015.

Table 6.
The evolution of the interest rate on new loans in lei, by types of loans (% per year)
Years | Total Home loans Consume loans
With With the | With With | Annual | Total With With the | With | Annual
initial initial initial initial | average initial initial initial | average
maturity | maturity | maturity | maturity | interest maturity | maturity | maturity | interest
uptol over 1l Over5 | Over10 | rate uptol overl | Overb rate
year year and | yearsand | years year yearand | years
inclusive | upto5 |uptoand inclusive | upto5
years | including years
inclusive | 10 years inclusive
2015 | 3.84 c 4.49 4.14 3.82 417 | 9.17 7.06 9.49 5.60 10.28
2016 | 3.52 c 4.57 4.21 3.48 3.83 | 8.92 6.55 9.06 6.10 9.94
2017 | 4.42 c 4.82 4.74 4.40 484 | 9.26 7.62 9.31 7.87 9.98
2018 | 5.81 c 6.09 6.13 5.79 6.20 | 9.80 14.03 9.77 9.74 10.57
2019 | 5.46 X 5.70 5.87 5.44 5.65 | 9.65 14.20 9.72 7.74 10.48

Source: www.bnr.ro [14]

Loans in euro (Table 8) became more expensive in the period under review than
those in lei, because the main reason why consumers chose these loans has disappeared.
For euro homes loans, the annual effective interest rate decreased in 2019 to 3.98%
compared to 2017 (4.56%) and 2018 (4.35). For consumer loans in euro, the annual
effective interest rate increased in 2018 (6.01%) compared to 2017 (4.38%) but decreased
in 2019 (5.05%).

290


http://www.bnr.ro/

LUCRARI STIINTIFICE, SERIA I, VOL. XX11(2)

Table 7.
Evolution of the interest rate at loans in euro, existing in the balance by types of loans
(% per year)
Years | Loans and Home loans Total Loans for consumption and other
overdrafts purposes
Total With With the With With initial | With the With
initial initial initial maturity up initial initial
maturity | maturity | maturity to 1 year maturity maturity
uptol |overlyear| Over5 inclusive | over1lyear | Over5
year andupto5| years andupto5 years
inclusive years years
inclusive inclusive
2015 11.24 4.17 5.66 5.40 4.17 5.71 10.78 5.75 5.70
2016 11.29 3.89 4.95 4.76 3.89 5.28 10.45 5.12 5.27
2017 11.10 3.85 4.42 5.18 3.85 5.14 9.37 4.74 5.14
2018 11.33 3.83 3.79 5.94 3.83 5.05 9.97 6.16 5.01
2019 10.07 3.73 4.07 5.29 3.73 491 9.35 6.23 4.87
Source: www.bnr.ro [14]
Table 8.
Evolution of the interest rate on new loans in euro, by types of loans (% per year)
Years New loans granted to households
Total Home loans Consume loans
With initial maturity Annual With initial maturity Annual
Up to 1 [over 1] Over 5[ Over | €49 Total [ over 1 [ over 1 [ Over | 2verage
year year and | years 10 Interest year and | year and | Syears | 'nterest
inclusive | up to 5 | and up | years | "€ up to 5| up to 5 rate
years to 10 years years
inclusive | years inclusive | inclusive
inclusive
2015 | 3.67 c 3.76 3.80 3.65 3.70 4.36 4.30 4.34 4.36 441
2016 | 3.60 X X 4.08 3.57 3.91 4.69 c 5.88 4.47 4.89
2017 | 4.16 X c 4.48 4.13 4.56 4.21 c 4.00 4.56 4.38
2018 | 4.23 X c 3.46 4.30 4.35 5.92 c 6.34 5.92 6.01
2019 | 3.70 X c 4.39 3.68 3.98 4.80 c 5.80 4.15 5.05

Source: www.bnr.ro [14]

A weighted increase was recorded for interest rates on euro loans (Table 8) over 5
years to 10 years, which include mortgage loans (from 3.80% in 2015 to 4.39% in 2019 for
loans in new lei).

CONCLUSIONS

From the analysis performed by the authors, several conclusions can be drawn. The
interest rate is an instrument applied in the economic system of the institutions that
represent the credit offer, in order to obtain profit. The gap between the interest offered and
the interest received represents the center of the center of profit formation model.

Banks have a significant role in the economy as they provide financial
intermediation, through the establishment of deposits and the placement of loans. With the
help of loans, banks finance the needs of individuals and legal entities that send this money
into the economy for consumption and investment, while through attracted deposits, banks
protect the savings of the population and companies.

The performance of the domestic banking sector is characterized by the trend of
improvement and evolution sustained on the one hand by the acceleration of the economy,
the high degree of competition in the banking sector, the increase of the net interest
margin, and on the other hand by the low level of real financing costs and downward trend
in non-performing loans.
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The decrease in the average interest rate on loans and deposits was due to the
decline in the interest rate on loans and the increase in the interest rate on deposits.

Banks are starting to have enough money to reduce their interest rates on loans and
increase those on deposits.

The strengths that could generate favorable developments for the banking sector in
this decade are the prospect of continuing the process of convergence of Romania to the
level of the Eurozone.
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