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All set for 2018
A stunning economic growth, a successful
domestic IT industry and a vivid start-up
scene set out a perfect environment for the
dynamic Bucharest Stock Exchange. It has
driven an upgrade in capital market standards and advocated a new systemic approach, which made it a regional leader in
terms of modernization. Now its engines
stand ready for the long-awaited large-scale
privatizations.

For us at RBI GSS, the outgoing year has
been very successful as we managed to
further expand our GSS Operations Center
into a powerful tool of unprecedented size.
This would not have been possible without
the trust of our clients and the splendid
cooperation with our business partners.

BNY Mellon Depositary Receipts has been
playing a pioneering role in adding new trading instruments to the Romanian market and
GSS Press is pleased to present an interview
with Managing Director Shai Honig.

A Merry Christmas, beautiful holidays and a
successful year 2018

In the name of the entire RBI GSS Team I
would like to wish you

Kind regards,
Attila Szalay-Berzeviczy
Executive Director
Head of Group Securities Services
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AT A GLANCE

ROMANIA
Engines to the maximum
vs. risk of overheating
Economic activity in Romania has been on
a sustained upward trend over the past
years. The impressive growth is driven by
consumption.
Growth has strengthened recently as real
GDP advanced by 7.0% yoy during Q1Q3 2017. The unemployment rate has
reached historically low levels (5.0% in
September). Concerns regarding the overheating of economy have increased given
the rapid pace of economic growth and
its strong reliance on consumption. Tax
cuts and an increase in public sector wages and pensions raised the disposable
income of individuals and their propensity
to spend, but have generated important upside pressures on the public budget deficit.
But inflationary pressure started to build
up and the inflation rate (2.6% yoy in October) is expected to climb towards 4.0%
during the first half of 2018. The central
bank reacted by normalizing the monetary
policy stance and instigated an important
increase of money market interest rates in
the last months. Moreover, the central bank
is expected to start increasing the monetary policy interest rate in the first months of
2018.
Increasing macroeconomic imbalances
(public budget deficit and current account
deficit) are closely monitored by investors
and represent the main source of risks for
the economy.
New coalition’s initiatives
The Social Democratic Party (PSD) won the
presidential elections in December 2016
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by a large margin, obtaining 47.5% of total seats in Parliament. PSD formed a parliamentary majority together with its ally,
ALDE (Alliance of Liberals and Democrats),
that has obtained 6.2% of the parliamentary seats. The Cabinet, led by Sorin Grindeanu and supported by the parliamentary alliance, was sworn-in during the first
week of 2017 only to be dismissed in June
through a no-confidence vote initiated by
the ruling coalition, following to a conflict
between the socialist party leader, Liviu
Dragnea and the Prime Minister Grindeanu. PSD and ALDE appointed on 29 June
a new Cabinet under the coordination of
Mihai Tudose.
Initiatives by the ruling coalition for a
change in legislation have been received
with criticism by a large part of the Romanian society, who considered them a setback
from the assumed reform of justice. Romania witnessed in February massive protests

in support of the continuation of the reform
of the Romanian justice. They were the
biggest manifestations since the fall of the
communist regime in Romania.
In accordance with the governing program, the Cabinet led by Mr Tudose has
approved in November a series of fiscal
reforms, introducing, inter alia, the transfer of the social contributions burden from
the employer to the employee, reduction
of personal income tax from 16% to 10%,
increase of the threshold for the taxation
of the SMEs from current EUR 500,000 to
EUR 1,000,000 in annual turnover and the
reduction of the contribution to the private
pensions system (Pillar II) to 3,75%, from
the current 5.1%.
Best performing stock market…
The Romanian capital market has begun
the year under positive auspices, justified
by exceptional dividend yields, which
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required in these situations. The solution
was the result of the lobbying efforts of the
local professional associations, based on
the contribution of the Romanian custodian
banks.

were amongst the biggest worldwide. During the first half of 2017 BSE indices performed best amongst the frontier markets.
The pace couldn’t be maintained during
the second half-year, when, despite the
supplementary dividend distribution approved by some state-owned companies and
the continuation of the volumes increase,
BSE indices adjusted their growth rates ytd
closer to the region’s average.
… but not yet Emerging Market
Since FTSE has put Romania on the watchlist for possible reclassification as “emerging market” in late September 2016, the
gap to the emerging classification has been
reduced as several criteria were partially
met: capital markets regulatory update permitting stocks lending and short sales operations, cost reduction and simplification of
foreign investors’ access. Regarding the single outstanding issue, the market liquidity,
FTSE observed in their September country
classification review that, despite notable
efforts of Bucharest Stock Exchange (BSE)
to bring IPOs to the market, this criterion is
not yet met. Following to the FTSE September 2017 report, Romania was retained
until September 2018 as frontier market on
the monitoring list for possible reclassification as a secondary emerging market.

The most awaited and challenging regulatory changes of these days – the transposition and implementation of the MIFID II at
the local primary and secondary legislative
level – are still pending for being voted by
the Parliament or approved by the securities supervisory authorities.

as per initial plan, to 10% of the current
equity. This is based on the fact that the
current investment plans of the company
do not require more than 10% from the
current share capital. Fondul Proprietatea,
the other shareholder in Hidroelectrica, is
rather pessimistic as to whether the listing
of the electricity producer can take place
next year.
A number of corporate and institutional
bonds issues were also listed recently, too,
while the government bonds retail program
announced by the Ministry of Finance, to
be distributed to the public through the territorial structure of the State Treasury, is still
pending.

Private issuers take the lead
In the absence of listings of state-owned
companies, several private companies
have listed their shares at BSE through IPOs
during the last year, making Romania the
most active market in the region in terms of
IPOs. Even if market’s “do-it-yourself” approach for new listings proved to be very
successful during the last year, the IPO of
a large company to comply with FTSE and
MCSI market liquidity criteria can mostly
come from the state’s portfolio.

A better place to operate in
Amongst the market developments of the
last months, one of the most notable changes refer to implementation by the BSE
CSD, Depozitarul Central (DC) of the technical and procedural solution allowing the
processing of corporate events in a standardised manner. As of February, DC has
become responsible for processing and
registration of the cash and securities distributions and reorganization events.

Regarding the most awaited listing, Hidroelectrica, the government announced in
early October that the listing procedure will
be maintained, while the capital raising
percentage would be reduced from 15%

The Issuers Law, updated in March, allowed the shareholders represented by the
local custodians to cast their votes by electronic means, the issuance of a general of
special power of attorney no longer being

The news from the BSE, apart from the
impressive year start in terms of indexes
evolution, the increase in volumes and the
slight downturn in the second part of the
year, is that the merger with the Sibiu Stock
Exchange has been finalized. All Sibexlisted issuers were transferred to BSE ATS
market in October.
With the expiration of the mandate of CEO
Ludwik Sobolewski and his resignation in
October, the exchange has initiated a selection process for his successor. In early
December BSE Board of Governors has approved the appointment of Adrian Tanase
as the new Chairman of the Institution.
Until Mr. Tanase's appointment will be approved by the FSA, the deputy CEO, Marius-Alin Barbu, will act as the interim CEO.
Conclusion
The general sentiment on the Romanian
economy and market persists to be positive despite the controversies regarding the
fiscal regulations changes, the attempts to
change the justice laws, the slow-down of
the reform and the populist temptations.
The modernization of the regulations, infrastructure development and industry’s leap
forward will have to be continued by the
decision makers or either defended by the
Romanian citizens and companies, so as
the process of convergence with EU standards to be maintained.
Andrei Mezdrea
Head of GSS Romania
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More choice with dual listings
After pioneering the first DR program on Romanian equities, BNY Mellon Depositary Receipts is currently acting as
depositary bank for three out of the four Romanian DR programs. GSS Press met Shai Honig, Vice President at BNY
Mellon DR and a profound expert on the Bucharest stock market.
Mr. Honig, four years ago, a regulation
for depositary rights was among the ambitious goals in Romania. How would you
describe the development ever since?
The Romanian market has continued to
evolve following the implementation of FSA
Regulation no. 4/2013 regarding shares
underlying Global Depositary Receipts.
Since the implementation of the regulation, Depositary Receipts have been used in
support of IPOs, accelerated book builds
and technical listings. Through regulatory
reform, it has become easier for investors
to enter the market either via holding shares directly or indirectly through Depositary
Receipts. The next challenge for the Romanian market will be to attain Emerging Market status.
There has been some controversy as to
whether DRs would drain liquidity outside
Romania or rather bring fresh money by
allowing foreign investors facile access
to local large companies. What are your
conclusions so far?
In our view, Depositary Receipts have had
a positive impact on the Romanian market
as they allow investors to access the market
whom otherwise would not have the ability
to do so. We have not seen that Depositary
Receipts have had a detrimental impact on
the liquidity of issuers with a dual listing as

the majority of trading continues to be on
the Bucharest Stock Exchange. If anything
we believe there has been a positive impact as Romanian issuers have been able
to access a broader base of investors. The
dual listings allow investors more choice in
their investment decisions.
The proxy voting regulations have been
updated during the last years with the
introduction of the general PoA and the
recent allowance of voting instructions
processing via Swift. As an expert in this
field, what would be your recommendation to the Romanian authorities to facilitate
DR holders’ access to the companies’
decision-making process?
The recent changes make it much easier for
Depositary Receipts Holders to participate
in corporate governance matters without
the need for a PoA per general meeting.
To help further streamline the process, we
would be interested in seeing if there might
be appetite to consider the implementation
of electronic voting via the Central Securities Depository.
How do you envisage the new technologies affecting the custody industry?
Distributed ledger technology provides opportunities for re-engineering to occur in
many facets of the financial services indust-

ry. From a depositary receipts perspective,
if newer technology can simplify the process for issuing and cancelling depositary
receipts, this will benefit investors.
How do you foresee the DR universe
during the next five to ten years, globally
and at the CEE level?
Depositary Receipts continue to provide a
proven solution for issuers wishing to connect with cross-border investors and we do
not see this trend changing in the next five
to ten years.
Would you like to share some of your
experiences as traveller in CEE/Romania?
Did you witness changes in this region/
country lately?
Romania is always an interesting place
for travel; the country has a variety of
different facets that are very appealing.
The differing landscapes, architecture and
food make it a stimulating place to visit.
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Biliana Stefanova,

Head of GSS Bulgaria

BULGARIA

Central Depository started settlement in EUR
Amended CDAD rules, as approved by the Financial Supervision Commission, entered into force on 2 December.
The key amendments:
•
The euro was added as an operational currency in Settlement and
Clearing system of the CDAD in addition to the leva (BGN). Settlement in
EUR will now be possible at the CDAD. All CDAD members are obliged to
provide their EUR cash accounts maintained with banks that are participants in TARGET2
and ensure the CDAD with a direct debit consent.
• T he CDAD amended its deadline for the final reporting of repo/reverse repo trades to
5.00 p.m. on Settlement Date. After this deadline, the CDAD will register repo/reverse
trade deals upon receival of new reporting instructions from both counterparties.
The above changes are connected to a licensing process that will enable the CDAD to
be a member of the Bulgarian National Bank’s ESROT system. This system supports DVP
settlement in euro-denominated domestic government bonds.

Mensur Hodžic,

Head of GSS Croatia

CROATIA

CDCC introduces new functionalities
The CDCC, the Croatian CSD, acquired from regulatory agency HANFA approval of two new functionalities:

Spotlight news
BG: FSC funding to be reformed
The Bulgarian Parliament adopted
a new Financial Supervision Commission Act with the aim to create a
legal framework allowing Financial
Supervision Commission (FSC) selffinancing thus ensuring its financial
independence from the state budget. The new law will enter into
force as of 1 January 2018. The
amendments were in line with the
IMF and World Bank recommendations announced in their assessment
of the effectiveness of the FSC.
The funding of the FSC will be
through significant increase in fees
and the introductions of new fees
that will be applied with regard to
its supervisory and licensing functions. In addition, new rules have
been introduced in the activities and
administrative structure of the FSC,
redefining the supervision powers of
the Chairman and its deputies over
the issuers and the investment intermediaries.

1. Back-to-back transactions
Two or more transactions with the same ISIN and same settlement date will be available for linkage and settlement by method of netting in CDCC settlement and clearing system CRVP.
So far, brokers were executing on the stock exchange for custody clients and settled
as trade-for-trade DVP transactions, which had to be settled in two legs – first the stock
exchange trade and subsequently the OTC transaction between broker and custodian.
The broker was bearing the entire settlement risk. With the new back-to-back functionality, the broker won't have to prefund the cash for settlement of stock exchange DVP
transactions for a custody client. It will be netted with the second OTC DVP transaction
between broker and custodian.
This functionality, however, will not be available for SWIFT users in the first phase.
2. Collective payments for settlement
The CDCC will enable payment for settlement of the cash leg of more than one tradefor-trade DVP transaction in one payment order.
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In the past, payments for TFT DVP transactions had to be executed trade-for-trade (one
by one), each with its own reference number. Hence, payment system costs were calculated for each TFT DVP transaction. This new functionality will lower the cost, replacing
numerous payment orders per TFT transaction by the execution of a collective payment
order. At the end of the trading day, the CDCC will perform a recapitulation of each
member's account and return potential excess cash.
Both solutions are scheduled to be up and running by 29 January 2018.

Our view
The new functionalities will lower settlement risk and transaction costs, which will have a
positive impact on Croatian capital market.

Anna Lewczuk

Sales & Relationship Manager, GSS Poland

POLAND

New Prime Minister
Mateusz Morawiecki has taken up the office of Prime Minister
of Poland, following the resignation of Beata Szydło, who had
held the of-fice for the past two years.
Mr. Morawiecki was sworn in by President Andrzej Duda as
the new Polish Prime Minister on 11 December. For the last two
years, he served as Deputy Prime Minister, Minister of Economic Development and Minister of Finance in Szydło’s cabinet.
Prior to these roles Mr. Morawiecki worked, among others, at
Bank Zachodni WBK Group from 1998 until 2015, where during the last 8 years he
served as CEO.
With his international and banking background, it is hoped that Mateusz Morawiecki
will help stimulate the development of the business sector and improve the image of the
country abroad.

Spotlight news
HU: National Stakeholder Group
constitutes
The first meeting of the National Stakeholder Group took place in early December. With the T2S waves
completed, the role of T2S National
User Group (NUG) shifted to the
T2S National Stakeholder Group
(NSG), which is in accordance with
the guidance of AMI-SeCo (the Advisory Group on Market Infrastructure for Securities and Collateral).
The aim of the NSG is to continue
and monitor the T2S harmonization
and the implementation of new directives. It consists of the previous
T2S NUG members supplemented
by issuers, agents and the regulatory bodies.
In the course of the meeting, Attila
Mónus, CEO of KELER, was elected
Chairman and Gergely Balla, National Bank of Hungary, as Secretary.
The next session is to be held before
the upcoming AMI-SeCo meetings
in March 2018.

Moreover, it is worth to mention that during the period when Morawiecki was Minister
of Economic Development and Finance, he was responsible for implementing social
spending initiatives of the ruling party, Law and Justice (PiS), and boosting government
investment. He is an author of the Plan for Responsible Development, also known as
the “Morawiecki plan”, setting out a rather ambitious roadmap for the Polish economy.
One of the key components in the Plan, that is now more likely to be implemented, is
a new program focused on building savings across the workforce, by introducing a
concept of employees’ capital plans (PPK). The new system, similar to those existing in
New Zealand or the UK, is a mandatory system of collecting retirement savings in which
employers, employees and the government participate. In practice, PPKs are to replace
the less-popular, but entirely voluntary, employee pension schemes. Just like the pension
schemes, PPK is supposed to be a workplace-related collective form of accumulating
savings, but in contrast, its role within the third pension pillar is to be much larger (due
to their close-to-obligatory nature).
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Evgenia Klimova,

Head of GSS Russia

RUSSIA

New instrument to bring new securities market
infrastructure

Spotlight news
UA: Plans for a “light CCP”

In accordance with the amendments to Federal Law “On
Mortgage”, approved in December, a new instrument is to
appear on the securities market half a year later: the electronic
mortgage certificate.
Currently, physical mortgage certificates are widely used in
Russia, moreover, certificates are involved in mortgage securitization deals, which makes the current process extremely bureaucratic and time consuming.

The Ukrainian Settlement Center
has approved its strategy for 20182019. One of the main goals is its
transformation into a “light CCP”,
i.e., a non-banking institution, whose task is to guarantee settlement
without a 100% preliminary reservation of assets.

The future electronic mortgage certificate will have significant positive impact on the
Russian real estate and securities markets:
Reduced bureaucratic red tape risks,
Transaction settlement with the certificate through custodians;
Shortened timeframes for registration of transactions;
Easy access to transaction details;
Less time and cost for clients and banks;
Improved transparency of real estate market;

Also, the strategy envisages implementation of additional services to
transform the Settlement Center into
a liquidity management center in
the local stock market and creation
of an adequate IT-security system.

Mortgage portfolio securitization will be facilitated due to a positive impact on funds of
banks and mobilization of long-term financing.

Our view
The law lays out a new infrastructure, to be built on blockchain technology by the
middle of 2018, which combine the Rosreestr (Federal Service for State Registration)
and custodians.

Other plans include T+2 settlement
for T-bills as of 2018, ensuring effective risk management, and creation
of a guarantee system. Jointly with
the CSD, the Settlement Center is
planning to issue an RFP for the IT
system of the CCP to be able to perform such functions in the organized
markets with respect to financial
and other products.

The infrastructure should be developed by Russia’s FinTech Association (AO Raiffeisenbank is a full member of this Association). It is expected to increase efficiency of the
market and cut costs of the involved parties by up to 80%.
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The George Enescu Festival –
Tribute to a Romanian genius
To honor and celebrate the Romanian composer George Enescu, one of the Europe’s
biggest classical music events is being held
in Romania, every two years, since 1958.
The composer was born in August 1881 in
the village of Liveni (later renamed "George Enescu" in his honor). He began playing the violin from the age of four, and, one
year later, he started to compose.
At the age of seven, he became the youngest student ever admitted to the Vienna
Conservatory. In 1891, the ten-year-old
Enescu gave a private concert at the Court
of Vienna, in the presence of Emperor
Franz Josef.
At the age of only sixteen, George Enescu presented in Paris his first mature work,
“Poema Romană”, played by the Colonne
Orchestra (at the time, one of the most prestigious in the world).
In 1937 he married Maria Rosetti, a
good friend of Queen Marie of Romania.
The OEdipe opera was dedicated to the
princess who later became his wife. After
the instauration of the communist regime in
Romania, Enescu exiled himself in France
where he died in 1955.
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Places that remind us of Enescu
While staying in Bucharest, Enescu lived
in the Cantacuzino Palace on Calea
Victoriei. The National Museum “George
Enescu” was opened in the Cantacuzino
Palace, one of the most beautiful buildings
in Bucharest, a historical monument and
one of the European Heritage Label monu-

“I served my country
with my weapons: the quill,
the violin, and the baton”
George Enescu

8

SOCIETY

With the money he had earned during his
first tour in America, the musician built a
house in Sinaia, in 1923-1926, to which
he constantly returned. In 1947, Enescu,
who was then living in Paris, donated the
villa to the Romanian state, to be used as
a place of creation and recreation for artists. In 1995, the villa became the “George Enescu” Memorial House to serve as a
museum.

ments. The sumptuous entrance, in Art Nouveau style, announces the luxury and the
refinement of the époque, reunited in one
of the most imposing palaces in Bucharest.
Another place dedicated to the composer
is the Memorial House “George Enescu”
in Sinaia, the beautiful town at the foot of
Carpathians north of the historical region
of Muntenia hosting the Royal House residences Peles and Pelisor Castles.
George Enescu had a closer connection
with the Royal House of Romania since
1898, following the success of “The Romanian Poem”, Enescu’s first opus. Queen Elisabeta, also known as Carmen Sylva (her
pseudonym as an artist and arts patron)
acknowledging the talent of the young musician, offered him a room, at his disposal,
in the Peles Castle, a place where he could
study. Also, Enescu was often invited by the
queen to play in recitals at the Palace.
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“Music stems from heart
and reaches hearts.”
George Enescu

George Enescu’s memory is evoked on the
RON 5 banknote. A picture of the composer and violinist, the Romanian Athenaeum
(headquarters of the George Enescu Philharmonic Orchestra), a piano, and a line
from Œdipe opera are depicted on the
most used banknotes in Romania.
Irina-Larisa Costea,
Product Manager, GSS Romania

Peles Castle
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ATTILA‘S PHOTO BLOG

PHOTO OF THE MONTH

by Attila Szalay-Berzeviczy

Commemoration of the 212th anniversary of the Battle of Austerlitz, known also as the Battle of the Three Emperors –
between Napoleon (France), Francis (Austria) and Alexander (Russia).
Tvarožná/Czech Republic – 2 December 2017
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