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General information

Official Name Romania
Form of government Republic
Parliament Two-chamber Parliament: Chamber of Deputies and

Senate
Area 238,391 km² (12th in Europe and 81st in world)
Population 21.57mn (2006)
Location Romania is situated in the southeastern part of Central

Europe, in the northern part of the Balkan Peninsula;
Romania borders Hungary and Serbia to the west,
Ukraine and Moldova to the northeast, and Bulgaria to
the south; Romania has a stretch of sea coast along
the Black Sea, and the eastern and southern Carpathian
mountains run through its center; also, the river
Danube runs through Romania (1,075 km).

Language Romanian (the mother tongue of around 90% of the
country's population)

Capital Bucharest (population around 2mn)
Administrative distribution 41 counties, 265 towns, 2686 communes
Major cities Iasi (321,580 inhabitants), Cluj-Napoca (318,027

inhabitants), Timisoara (317,651 inhabitants),
Constanta (310,526 inhabitants), Craiova (304,142
inhabitants)

Currency Leu (RON), with its fractional coin, the "ban"
Time zone East European time zone (GMT + 2 hours)
Important events Romania joined NATO on March 29, 2004, and the

European Union (EU) on January 1, 2007.
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Romania: Key macroeconomic indicators
2000 2001 2002 2003 2004 2005 2006 2007e 2008e

Nominal GDP (Loc. Curr., mn) 80,380 116,770 151,480 197,600 246,400 288,048 342,418 393,849 441,688
Population (mn) 22.435 22.408 21.794 21.713 21.659 21.610 21.570 21.500 21.440
GDP per capita (Loc. Curr.) 3,583 5,211 6,951 9,101 11,376 13,329 15,875 18,319 20,601
Real GDP (growth y/y %) 2.1 5.7 5.1 5.2 8.4 4.4 7.7 6.5 6.3
Private Consumption (growth y/y %) 14 11.2 6.2 8.5 12.9 9.1 12.6 10.2 8.8
Fixed Capital Formation (growth y/y %) 5.5 10.1 8.2 8.6 10.8 13.0 16.1 15.7 13.0
Net Nominal Wages monthly avg. (Loc. Curr.) 213.9 301.9 378.9 484.0 599.0 746.0 862.0 1,002.0 1,125.0
Nominal Wages (growth y/y %) 62.8 41.2 25.5 27.7 23.7 24.6 15.5 16.2 12.3
Retail sales (growth y/y %) -7.0 1.9 7.9 11.2 12.8 17.6 24.0 20.0 19.5
Industrial production (y/y %) 7.1 8.4 4.3 3.1 5.3 2.0 7.1 6.4 6.0
CPI (y/y, average%) 45.7 34.5 22.5 15.3 11.9 9.1 6.6 3.8 4.2
CPI (y/y, year-end%) 40.7 30.3 17.8 14.1 9.3 8.6 4.9 3.7 4.2
Unemployment (%) 10.5 8.8 8.4 7.4 6.3 5.9 5.2 5.2 5.1
Exports fob (Loc Curr, mn) 22,640.6 32,984.8 45,905 58,525 76,794 80,639 91,110 100,566 116,181
Imports cif (Loc. Curr., mn) 28,726.8 45,177.5 59,114 79,735 106,457 117,900 143,609 165,767 193,304
Trade balance fob-fob(% of GDP) -4.8 -7.4 -5.7 -7.6 -8.7 -9.8 -12.1 -13.3 -14.1
Foreign direct investment (% of GDP) 2.8 2.9 2.5 3.7 8.5 6.6 9.4 6.4 5.2
Current account balance (% of GDP) -3.7 -5.6 -3.3 -5.8 -8.4 -8.7 -10.3 -11.4 -11.4
Govt. budget balance (% of GDP) -3.6 -3.2 -2.6 -2.2 -1.2 -0.8 -1.6 -2.8 -2.7
Public debt (% of GDP) 22.7 23.2 23.8 20.7 18.0 15.2 18.2 18.3 18.9
Foreign debt to GDP (%) 27.7 30.2 30.9 30.1 30.1 30.9 28.5 28.4 29.2
Central bank intervention rate, average 35.00 35.00 26.10 18.87 20.16 9.68 8.52 7.21 7.12
Central bank intervention rate, year-end 35.00 35.00 20.40 20.41 17.96 7.50 8.75 6.75 7.00
Short term interest rate (3 months) average 55.23 43.69 29.86 19.86 20.74 9.80 8.80 7.60 7.10
Short term interest rate (3 months) year-end 53.00 36.62 20.47 22.31 17.56 7.63 8.58 7.10 7.35
Long term interest rate (10 years) average
Long term interest rate (10 years) year-end
Exchange rate (USD/RON) annual average 2.1693 2.9061 3.3055 3.3200 3.2637 2.9137 2.8090 2.5038 2.6270
Exchange rate (USD/RON) year-end 2.5926 3.1597 3.3500 3.2595 2.9067 3.1078 2.5676 2.4887 2.7500
Exchange rate (EUR/RON) annual average 1.9956 2.6027 3.1255 3.7556 4.0532 3.6234 3.5245 3.3300 3.3100
Exchange rate (EUR/RON) year-end 2.4118 2.7881 3.4919 4.1117 3.9663 3.6771 3.3817 3.3100 3.3000

Source: National Commission of Forecast, BCR forecast



Country Report Romania, May 29, 2007 Page 4

Country Report
Summary

Over the last seven years, Romania registered one of the highest rates of economic
growth in Europe. Nonetheless, the gap between Romania and the European Union (EU)
remains significant. In 1999, before starting negotiations with the EU, GDP per capita
expressed in PPS (Purchasing Power Standard) was 23.2% of the level registered in
the Eurozone; over seven years, ending in 2006, this figure reached 33.2% according
to the Eurostat forecast. In the case that Romania succeeds in creating macroeconomic
policies in accordance with the constraints enforced by the Maastricht Treaty (as the
next step in EU convergence), the EU convergence process will continue to encourage
high rates of economic growth.

Once in advanced negotiations with the EU, foreign investors' interest increased,
reflected both on the FDI level and the value of M&A. According to
PriceWaterhouseCoopers, in 2006, the total M&A market value was USD 5.2bn.
Romania ranked fifth among regional countries surveyed by PWC, after Russia,
Poland, Hungary and the Czech Republic. The continuation of a high FDI pace is very
important for modernization and for increasing the local economy's competitiveness.
Also from the macroeconomic equilibrium perspective, FDI is a prerequisite, due chiefly
to the current account deficit (10.3% in 2006). As a matter of fact, the main risk for
macroeconomic stability is represented by the high level of the current account deficit,
due to the depth of the trade balance deficit. However, macro issues are not the only
challenges for the Romanian authorities. They have to find solutions whereby the half
of the Romanian population that lives in the countryside can benefit from economic
growth in the coming years and from the positive effects of EU accession. Another
challenge is the ensuring of a reasonable uptake of European funds. On the other side,
Romania has to manage some tasks in the coming years, such as the projects and
finding financial resources for infrastructure, the energy system and infrastructure
used for supplying natural gas and water.

L/T foreign debt ratings
S&P Fitch Moody's

2003 BB BB Ba3
2004 BB+ BBB- Ba3 
2005 BBB- BBB- Ba1

A2 
(A1 end-2006)

BBB (IDR)
Country Ceiling A 

Source: Rating agencies

A1 (country ceiling) 

2006 BBB- BBB

2007 BBB-
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For the stock exchange, the jump registered over the past three years in terms of the
level of capitalization and turnover has been remarkable. Thus, the BSE's capitalization
(including the Rasdaq market) increased from EUR 10.9bn in 2004 to EUR 24.5bn at
the end of 2006. Turnover rose from EUR 0.7bn in 2004 to EUR 3bn last year. This
development took place under circumstances in which some important issuers (with the
exception of Transelectrica in 2006) were still not listed on the BSE. Valuation, however,
is high with PER for 2007 hovering around 20x. A lot of vision is priced in for the moment
and corporate growth needs to confirm the bullish outlook. However, consensus is
looking for a 2008 PER of around 16x and given the overall environment, we remain
confident, that our growth scenario will hold.

If the Property Fund is listed on the BSE in 2008, this closed-end fund would have a
major impact on the liquidity and visibility of the Romanian capital market. The new issuer
would more than double the free float market capitalization of the BSE. However, this
project is uncertain, as the Property Fund is the subject of a dispute among the political
parties. Likewise, the future of the Romanian capital market depends on the floating of
important utility companies, namely: Romgaz, Hidroelectrica and Nuclearelectrica. The
only certain IPO will be launched by Transgaz, most likely in the first quarter of 2008.
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Macroeconomy

Romania is enjoying its sixth consecutive year of economic growth, with GDP growth
last year of 7.7%, from 4.1% in 2005. The country is currently undergoing the process
of reducing the gap between itself and other European countries after its EU accession
on January 1, 2007.

Challenges

One challenge for Romania is joining the European currency, an event which is expected
to take place between 2012 and 2014, together with the necessary steps in order to fulfill
the Maastricht criteria (especially with regards to the inflation rate and level of interest).
From the other indicators' point of view, Romania registered levels in accordance with
these criteria in 2006.

From the EUR convergence outlook, it is crucial that Romania has prudential
macroeconomics, politics and a correlation between fiscal performance and the future
development of disinflation, as these establish the necessary terms for a sustainable
process of convergence and economic growth. The main risk source for the Romanian
economy remains an increase of the trade balance deficit. Romania is considered to be
one of the emergent economies with important overheating risks, with the advance of the
current account deficit the indicator fostering the greatest anxiety.

GDP Dynamic

Source: National Institute of Statistics; BCR forecast
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Another challenge for the Romanian authorities, in the context of avoiding the
appearance of some economic disequilibrium, is how to find the way for millions of
Romanians from the countryside to benefit from the economic growth. Almost half of
Romania's population lives in the countryside and, in terms of European standards, have
lower living standards and no access to basic services or possibilities for employment.
Only a small part has qualifications for better jobs, which are created via FDIs that could
lead to the revamping of agriculture and industry. This process will affect in particular
the old population from rural areas. Agriculture, which is responsible for almost 8% of
GDP, involves about 30% of Romania's employment.

Maastrich Criteria

1) The interest rate of the latest issue of Treasury certificates with a maturity of 10 years (August 2005)
2) According ESA95 methodology
*) According to ECB Convergence Report – December 2006
Source: EUROSTAT, National Institute of Statistics, National Bank of Romania

Real convergence indicators (GDP per capita)

*) Purchasing power standard
Source: EUROSTAT; National Institute of Statistics, National Bank of Romania

Nominal convergence indicators Maastricht Criteria Romania 2006
Inflation rate <1.5 pp above the average of the three best performing members of EU
(percent, annual average) (2.8%*)
Long term interest rates <2 pp above the average of the three best performing members of EU
(percent per year) (6.2%*)
Exchange rate vs. EUR
(maximum percentage of 
appreciation/depreciation against average of the 
last 2 years)

Consolidated general government deficit
(percent of GDP)
Government debt
(percent of GDP)

below 60%
 12.82)

+ / -15 percent

+10.0 / -6.1
below 3%

 - 2.42)

6.56

7.491)

EU 15 Romania % of EU-15

EUR 25,800 2,805 10.9
PPS* 24,700 7,400 30.0

EUR 26,500 3,668 13.8
PPS* 25,400 8,000 31.5

EUR 27,600 4,508 16.3
PPS* 26,500 8,800 33.2

2004

2005

2006
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Romania in pre-accession year

2006 was a very good year for Romania in terms of both economic growth and progress
made in disinflation. In view of avoiding economic overheating as a result of economic
and monetary policy measures and favorable exogenous developments, Romania
achieved major progress in the pre-accession year. Based on the domestic demand
increase, which was supported mainly by households' final consumption and investment
expansion, the central bank drastically increased the restrictiveness of the monetary
policy. Its main objectives were to meet the inflation target, along with slowing down the
rapid growth in non-government loans (particularly FX loans), which were seen as a
major driver behind the unsustainable rise in consumption, which had negative effects
on the current account deficit.

Inflation

Since 2000, disinflation has been a continuous process, with the average inflation rate
slowing from 45.7% in 2000 to 6.56% in 2006. In August 2005, the NBR officially adopted
inflation targeting as a new monetary policy strategy.

Disinflation accelerated in 2006, with the annual inflation rate falling from 8.6% in
December 2005 to 4.9% in December 2006, below the 5.0% target. The NBR attributed
this performance to the restrictive monetary and fiscal policies, deflation of volatile food
prices, slowdown in the growth rate of administered prices and appreciation of the RON.
The central bank's inflation target for this year is 4%, with an estimated inflation rate for
end-2007 of 3.7%, due to the slower disinflation process compared to 2006. The
prospects of even more accelerated economic growth generate pressures from excess
demand, which will prompt the continuation of a restrictive monetary policy. The main
risks that could affect the disinflation process in 2007 are: wage increases, which could
be amplified by the external migration of the labor force, fiscal policy relaxation, the
development of the current account deficit, higher volatility of the exchange rate and
some exogenous factors, such as international prices of energy and exchange rates.

4.
878.
69.
3

14
.1

17
.8

30
.3

40
.7

6.
6911
.9

15
.3

22
.5

34
.5

45
.7

22.0

14.0

3.84.0
5.0

7.5
9.0

25.0

27.0

0

5

10

15

20

25

30

35

40

45

50

2000 2001 2002 2003 2004 2005 2006 2007e 2008e
0

5

10

15

20

25

30

Realized annual (dec/dec) Realized annual average Target

+/-1% +/-1%

Inflation rate

Source: National Institute of Statistics; National Bank of Romania



Page 9Country Report Romania, May 29, 2007

Country Report
Trade balance, export & imports

Exports saw an improved structure in 2006, in favor of high added value products (such
as capital goods, transportation equipment), due to the enhancement of export
capacities, following the high level of FDIs over the past few years. Overall, in 2006, the
total export volume reached EUR 25.9bn, up 16.2% y/y. 2006 was the first year in which
exports of machineries, mechanical devices and equipment grew more quickly than
exports of textiles, clothes and knitwear. In 2006, the export structure also slightly
improved from the customs regime perspective. Thus, the share of final exports rose to
54.8%, while those representing active processing of imported goods diminished to
44.9% in 2006. The value of exports to the EU accounted for 67.7% of the total in 2006,
up 16.3% compared to 2005.

Imports accelerated in 2006 compared to 2005; the gap between exports and imports
thus expanded. Machineries and equipments required for industry upgrading showed
the highest growth rate (+33.1%). In 2006, imports amounted to EUR 37.6bn, increasing
by 25.1% y/y. Significant increases were posted by capital goods and transport
equipment as a result of foreign direct investment from the last few years. The value of
imports from the EU grew by 25.9% in 2006, but the share in total exports remained
around 67%. Even though high added value goods experienced important growth in
2006, the net export structure indicates that, in spite of the progress made, industry and
agriculture have not been able to react promptly so far to the sudden changes in domestic
and foreign demand.

Exports & Imports (EUR mn)

Source: National Commission of Forecast
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2005 2006 Change

Machineries and equipments -3,689 -4,636 -947
Mineral products -2,608 -3,331 -723
Transport means and materials -1,563 -2,166 -603
Chemical products -1,441 -2,062 -621
Plastic materials, rubber -1,077 -1,435 -358
Food products, drinks, tobacco -726 -927 -202
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Current account

The expansion of the trade deficit (FOB-FOB) by 44.1% in 2006 determined a significant
increase in the current account deficit, which reached EUR 9,973mn as of December
31, 2006. However, a positive contribution came from services, which reversed their
trend compared to the previous years and saw a net export of EUR 6mn. Current
transfers also rose by over 33% in EUR terms, reaching EUR 4.8bn in 2006. Most of the
current transfers are represented by the remittances of Romanians working abroad.

The coverage rate of the C/A deficit by FDIs stood at 91% (including the amount of EUR
3.5bn representing BCR's privatization). Foreign direct investments peaked at EUR
9.1bn in 2006 (EUR 5.2bn in 2005). The equity stakes and re-invested earnings
amounted to approximately EUR 6bn, with intra-group loans taking up the remaining
part. In the first two months of 2007, the account deficit increased 2.7 times compared
to the similar period of 2006. The deficit was covered by FDIs in a proportion of 42.5%,
with foreign direct investment reaching EUR 870mn.

The development stage of the Romanian economy (still requiring a high level of
investment) and EU accession effects, amidst the cancellation of custom duties, could
lead to a higher 2007 trade deficit compared to 2006, with a direct impact on the C/A
deficit. This, correlated with strong economic growth, may result in a larger gap between
savings and investments.

Current account balance

Source: NCF; BCR forecast
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Foreign direct investments

Foreign direct investment (FDI) has increased substantially in the last few years, in line
with the macroeconomic stabilization and progress of Romania prior to its EU
accession. For 2007, the level of FDI is estimated to reach EUR 7.5bn, with the share
in GDP of foreign direct investments at about 6.5%. In 2006, the largest FDI investments
were recorded in sectors like telecommunications, trade, services and the wood
industry, with each sector making up over 10% of total FDI. Large investments in the
auto sector and components for the auto industry are expected in 2007.

Exchange rate

The appreciation trend of the domestic currency continued in 2006.  The appreciation
of the RON against the EUR was 8% in nominal terms and 12.3% in real terms. The
domestic currency appreciated even more against the US dollar (17.4% in nominal
terms and 21.2% in real terms), also based on the effects of the indirect quotation
through the EUR. The driver of the RON appreciation was capital inflows, such as
financial loans (especially in the banking sector) and the investment portfolio, which
increased due to the enhanced opportunities offered by the domestic financial market
(high interest rates), Romania's EU accession and the improvement of the country's
ratings. The foreign currency remittances sent by Romanians working abroad contributed
to the RON appreciation. The RON/EUR exchange rate will continue to remain on an
ascending path, but at a slower pace and with higher volatility, determined by the
decrease of direct capital investments and the persistently high level of the current
account deficit.

Foreign Direct Investment, EUR mn

Source: Romanian Agency for Foreign Investment

1,147 1,294 1,212
1,946

5,183 5,213

9,082

0

2,000

4,000

6,000

8,000

10,000

2000 2001 2002 2003 2004 2005 2006



Country Report Romania, May 29, 2007 Page 12

Country Report

Unemployment

EU accession has meant better employment figures for Romania. The unemployment
rate is not at an alarming level, having registered a decrease in the last few years, as
a large part of the active labor workforce is abroad.

Over 2mn Romanian citizens work abroad, out of which 1.2mn are employed legally
(according to the Ministry of Foreign Affairs). The preferred destinations for Romanians
are Italy (about 500,000 persons) and Spain (about 450,000 persons). These figures
must be analyzed in a context in which the average number of employees in 2006 was
4.6mn, whereas the number of unemployed persons was 460.5 thousand at the end of
2006. Labor shortages are quite intense in certain sectors, such as construction,
prompting worries for Romanian authorities, due to the major infrastructure projects
planned for the coming years after Romania's EU accession. This will induce an
increase of the wages in some sectors, gradually  erasing the low average wage level,
which has been a competitive advantage in attracting foreign direct investment.

USD/RON and EUR/RON , (base unit: days)

Source: National Bank of Romania
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Gross domestic product formation; industrial output

In terms of GDP formation, services and industry took up 56.6% of the total 2006 growth,
while construction increased its contribution to 16% (14.6% in 2005). The value of
construction activities was 19.4% higher y/y in 2006. The analysis of the factors
contributing to the 7.7% growth in GDP indicates that the key drivers were services
(+3.6%) and industry (+1.7%). Although construction posted major growth, its
contribution was only 1.2%, as a result of its relatively lower weight in GDP (7.0%).
Estimates for 2007 indicate the persistence of a high economic growth rate (+6.5%),
stimulated by a high level of investment demand. The excess demand will see a downward
trend (with a disinflation role), while some negative values (demand deficit) should be
expected no sooner than 2008.

In 2006, industrial output witnessed significant growth (7.1% y/y), following 2.1% growth
in 2005. Production of capital goods and durables outpaced (10.6% and 23.5%,
respectively) the overall growth in manufacturing, better covering domestic demand.
Road transportation means, furniture and other transportation means saw the fastest
annual growth rates (+21.2%, +21.2% and +16.3%, respectively). Except for the
furniture industry, which re-orientated during 2006 toward the domestic market, the
others increased their contributions to Romania's total exports. Since the share of
consumer goods in total exports fell to 27.7% in 2006 (from 31.4% in 2005), while
maintaining their share in total imports at almost the same level, we can say that
domestic production increasingly supports domestic demand.

Contributions to GDP Growth

Source: NIS
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Fiscal policy

2006 was marked by a severe fiscal policy, as the consolidated general budget posted
a surplus over the first 11 months of the year. In December, the government made some
expenditures that led to a budget deficit (1.6% of GDP). Budget austerity to a great
extent supported the disinflation process, even though the budget deficit was (in the end)
1.6% of GDP. Last year, Romania adopted a new Fiscal Code, which had as its main
targets standardization of the single 16% flat tax for all types of income, broadening the
tax base, as well as the implementation of EU directives related to tax legislation.

The budget deficit was caused by the allocation of some funds for the completion of
several already underway investment projects (including infrastructure projects), the
increase of share capital in CEC (EUR 150mn) and debt exemption for some companies
(EUR 800mn). The total revenues of the consolidated budget amounted to RON 107bn
(EUR 30bn), representing 31.2% of GDP and an increase of 22.1% y/y.

On the revenue side, taxes and fees on goods and services made the largest contribution
to total consolidated income (36.9%), with VAT revenues predominant (70.4%).
Insurance contributions (Social Insurance Budget, Unemployment Insurance Budget,
Health Fund and others) came in second in terms of their share in total income (30.8%).
Revenues from the profit tax, salary tax, income and capital gains amounted to RON
63.8bn (17.9%), while income and salary tax remained in first place (51.1%).

The 2007 deficit target of 2.8% of GDP set by the government might not be met (it might
exceed 3%), due to the fact that the budget income might not reach 35% of GDP, while
additional expenses will come in the form of compensation paid to some citizens whose
properties were confiscated during the communist regime. At the same time, Romania's
contribution to the EU budget (EUR 1bn) and the co-financing of projects will mean
further difficulties in meeting the proposed consolidated budget deficit.

Medium and long-term external debt

Romania's medium- and long-term external debt reached EUR 27.7bn as of end-2006,
up 12.5% from the EUR 24.6bn seen as of December 31, 2005. The public external debt
and guaranteed public debt, such as loans contracted or guaranteed by the Ministry
of Public Finance in accordance with the Public Debt Law, amounted to EUR 11.1bn
by end-December, representing 40% of the medium- and long-term external debt. The
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non-guaranteed public external debt, meaning the total loans contracted by private
companies, stood at EUR 15.6bn as of end-year, up 33.5% compared to end-2005.

Monetary policy and money market

The monetary policy restrictiveness increased considerably in 2006, with the central
bank making full use of its specific instruments (i.e. mandatory reserves and monetary
policy interest rate). In its attempt to meet the inflation target in the medium term, as
well as limit the expansion of the current account deficit by slowing domestic
consumption (fuelled by the strong increase in non-government loans), the NBR
consecutively increased the minimum reserve requirements in both domestic and
foreign currency three times in 2006. At the same time, the NBR raised the monetary
policy rate from 7.5% in December 2005 to 8.5% in February and to 8.75% in June. In
2006, the NBR imposed strict control on liquidity by systematically absorbing excess
liquidity via open-market operations. At the same time, the NBR also took some
additional administrative measures intended to restrain the growth in non-government
loans (such as FX loans limited to a maximum of 300% of banks' own funds, credit risk
restrictions on the retail segment).

Structure of Government External Debt (EUR mn)

Source: Ministry of Finance
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The increase in the real monetary policy interest rate combined with RON appreciation
(triggered by inflows of speculative money, due to an improved perception of foreign
investors) added to the restrictiveness of the monetary policy. So, in the first part of
February 2007, the central bank lowered the monetary policy interest rate to 8%, due
to the improved short-term outlook on inflation. Also, at the end of March, the NBR again
reduced the interest rate to 7.5%, such that the monetary policy rate decreased by
1.25ppt in two months.

Taking into consideration a possible rebound of non-government loan growth and even
a revival of FX loans, partly restricted by the NBR through the monetary policy and
administrative measures taken in 2006, it is expected that the mandatory reserve
requirements should remain high throughout 2007, albeit slightly down compared to
2006. The minimum mandatory reserves in RON is 20% of liabilities attracted by banks,
while the minimum mandatory reserves in foreign currency is 40% of liabilities.

The domestic government debt was financed via domestic and foreign currency-
denominated government loans, contracted in the domestic market, alongside the
temporary loans granted from government account resources that are accumulated in
the state treasury general account. Since there were no state security issues in 2006,
due to the fact that the state budget was in surplus most of the year (11 months) and
the legislation in force prohibits such issues when in surplus, the increase in the
domestic public debt was supported by temporary financing from the government
account resources. In 2007, the Ministry of Finance resumed T-bill and government
bond auctions, announcing in advance a schedule for government security auctions
for this year. The issue structure includes treasury certificates falling due in six and
twelve months and benchmark-type government bonds for three, five and ten years. The
2007 scheduled value of governmental issues amounts to RON 12,000mn. However, in
the period up to May 2007, the auctions were not very successful. The Ministry of
Finance partly refused the banks' offers, with the interest rates accepted by the
government below the market's expectation. In the first half of April, the Ministry of
Finance issued T-bills with 1-year maturity, while the average yield was 7.23%. Also,
the Ministry launched a government bond with a 5-year maturity and an average yield
of 7.21%.

Loans and Deposits Growth, (2002 = 100%)

Source: National Bank of Romania
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The role of the interest rate in transmitting monetary policy impulses has increased over
time. The short-term interest rate has gradually assumed a quasi-operational role,
allowing the central bank to influence the economy and inflationary expectations more
efficiently.

Inflation & interbank interest rates

Source: National Bank of Romania
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Politics

Constitutional framework

Romanian politics take place in the framework of a parliamentary representative
democratic republic. Executive power is exercised by the government, whereas
legislative power is vested in the Parliament.

The Constitution was adopted in November 1991 and came into force after the
referendum on December 8, 1991. The Constitution was amended in 2003, when more
than half of the articles were revised.

The Parliament is the supreme representative body of the Romanian people and the sole
legislative authority of the country, exercising parliamentary control directly or indirectly
over state institutions.

The Parliament has a bicameral structure: the Chamber of Deputies and the Senate.
The members of the two institutions are elected for a 4-year period in constituencies,
by universal, equal, direct, secret, and freely expressed suffrage. The Chamber of
Deputies is composed of 328 deputies, whereas the Senate is composed of 137
senators. This differentiation is possible due to the legal provision of a representation
norm differing from one Chamber to the other. Thus, for the election of the Chamber
of Deputies, the representation norm is of one Deputy to 70,000 inhabitants, and for
the election of the Senate, of one Senator to 160,000 inhabitants.

The organization and functioning of each chamber is regulated by its own Standing
Orders. Also, each chamber has to elect its Standing Bureau, which is comprised of
one chairman, four vice presidents, four secretaries, and four quaestors.

The president is elected by universal, equal, direct, secret and free suffrage for a
maximum of two 5-year terms. The president has to be validated by the Constitutional
Court. During his mandate, the president may not be a member of any political party,
nor may he perform any other public or private office.

The president designates a candidate to the office of prime minister. The nominated
prime minister chooses the other members of the government and then the government
and its schedule must be confirmed by a vote of confidence from the Parliament.

Political overview

The current Parliament's structure is the result of the last parliamentary elections, which
took place in November 2004. The presidential election was held simultaneously with

Parliamentary groups (April 2007)
Parties Chamber of 

Deputies
Senate

PSD Social Democrat Party 107 43
PNL National Liberal Party 51 22
PD Democrat Party 50 22
PRM Great Romania Party 34 17
UDMR Democratic Alliance of Hungarians in Romania 30 10
PC Conservator Party 22 12

National Minorities 18 -
Members who are not affiliated to any parliamentary group 16 11

TOTAL 328 137
Source: Chamber of Deputies (www.cdep.ro)
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the legislative election. As no candidate won more than 50% of the votes, a run-off was
held, in which Traian Basescu was elected president.

As a result of the election, none of the parties obtained enough positions in Parliament
to form the executive on their own. In these circumstances, and on the president's
initiative, Calin Popescu Tariceau was appointed prime minister.

The D.A. Alliance was in government from 2004 to 2007. After one year of collaboration,
a new entity called "The Justice and Truth Alliance" (Alianta Dreptate si Adevar, or D.A.)
was established at the end of 2003. The Alliance was composed of two political parties,
the National Liberal Party (PNL) and the Democratic Party (PD). After the election, in
order to form a majority, the D.A. Alliance formed a coalition with the Democratic Union
of Hungarians in Romania (UDMR) and the Humanist Party (PUR), which later changed
its name to the Conservative Party (PC). The PC entered the government, but during
the election formed a coalition with the Social Democratic Party (PSD), the previous
governing party.In December 2006, a new political party was established - the Liberal
Democratic Party (PLD), resulting from a group leaving the National Liberal Party.

The political situation gradually deteriorated, as a result of the conflicts between the
president and the prime minister and between the two parties that formed the alliance.

In late 2006, the Conservative Party quit the governing coalition and went into opposition.
The withdrawal of the PC left the coalition without a majority in the Parliament.

In April 2007, the prime minister dismissed all of the Democratic Party ministers from
the government, marking the end of the alliance. At present, Romania has a minority
government formed by the National Liberal Party and the Democratic Union of
Hungarians in Romania. The new government received support from the PSD part. The
political crisis reached the highest point when, on the PSD's initiative - sustained by all
parliamentary parties, except the Democrat Party and the new Liberal Democratic Party
-  the president was suspended. Thus, on April 19, 2007, the Romanian Parliament
suspended President Traian Basescu on charges of unconstitutional conduct. The
suspension, passed in a vote of 322 parliamentarians to 108, opened the way for a
national referendum on his impeachment. The referendum was held on May 19, 2007,
and as a result  Basescu regained his position as president.

The chamber of deputies

Source: Chamber of Deputies (www.cdep.ro)
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Effects of the political crisis

If the political conflict goes on, the outlook for Romania could be negatively affected in
the longer term. Standard & Poor's Ratings Services revised its outlook on Romania in
April from positive to stable, due to the prolonged absence of political visibility in Romania
during early 2007. S&P reaffirmed its ratings on Romania's long-term foreign currency
loans at BBB-. The representatives of Moody's stated in April that the political turmoil
in Romania has not yet reached the stage of "deep political crisis"; thus, the agency
kept Romania's scores in place. The rating agency envisaged that the political climate
has deteriorated more than anticipated earlier. Moody's main current concerns are
related to the government's weak ability to promote reforms. However the agency
maintained the country ceiling foreign currency bonds at A1.

Fitch Ratings representatives stated in April that they will not change Romania's
sovereign rating following the president's suspension, but increasing political risk and
delays in the implementation of structural and anti-corruption reform could lead to a
rating downgrade. The current foreign currency IDR is BBB (country ceiling A).

The senate

Source: Chamber of Deputies (www.cdep.ro)
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Towards European Union

One of Romania's challenges after EU accession consists in improving the degree of
European fund uptake. Romania could attract over EUR 27bn during the period 2007-
13, out of which the structural and cohesion funds would total over EUR 19.6bn. EUR
9bn is allotted for agriculture in the next seven years.

The EU allots funds in accordance with some clear principles (for instance, GDP per
inhabitant). With 21.6mn citizens, Romania is the seventh biggest market in the EU. The
structural funds will lead to an increase of GDP. Thus, according to a survey by the
Romanian Center of Economic Politics (CEROPE), in 2013, GDP could be 15% higher
compared to a scenario in which the structural funds are not taken into consideration.
Nevertheless, there are some question marks regarding the post-EU accession period.
Therefore, it is estimated that, for sectors like services and manufacturing, the labor
demand will surpass the available offer, which will affect their potential development. For
instance, IT and construction were the first domains where this situation was observed
before EU accession. The labor issue could be solved via the higher mobility of labor
from agriculture to the other sectors. Also, the external migration of labor to the EU should
be stopped. However, these two conditions will not be solved in the next few years.

Another question mark refers to the SME sector, which is making an ever-greater
contribution to GDP. The question is whether SMEs are really prepared to compete on
the new market. The infrastructure is insufficiently developed and represents a major
handicap. Transportation, the energy system and water delivery are important issues
and massive investments are required in order to reach EU standards. In agriculture,
the future economic growth will depend on its performance. From this standpoint, it is
a question mark whether the Romanian authorities and farmers will have the capacity
to attract European funds and use them in an efficient way.
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Romanian capital market

Legal framework

The Romanian legislative framework is governed by Capital Market Law no. 297/2004,
Company Law no.31/1990 (changed by Law no. 441/2006), instructions and regulations
issued by the National Securities Commission (CNVM) and Bucharest Stock Exchange
(BSE) regulations.

In 1994, the first capital market law was put in place, which was considered the pillar
of activity until 2002, when it was replaced by a package of four normative acts. Even
though the four normative acts implemented in 2002 were in line with European Union
directives, as per a European Commission request, in 2004, the Romanian authorities
had to draw up a new consolidated law for the domestic capital market. One of the
principles taken into consideration for drawing up this law was a brief assessment of the
legal framework; further details were to be accomplished via CNVM rules. The functional
architecture of the capital market was radically changed by this law.

Capital market institutions

The National Securities Commission (CNVM)

The National Securities Commission (CNVM) is the regulatory body that supervises the
capital market. CNVM is entirely self-financed from capital market transactions and
operations. CNVM is made up of seven members - a president, two vice presidents and
four commissioners, appointed by Parliament for a five-year period.

Rasdaq market

The Rasdaq market was launched in October 1996. It was created in order to respond
to the need for a transparent, institutional and technical trading environment dedicated
to some 5,000 companies that had become public following the Mass Privatization
Program. In 2005, the Rasdaq Electronic Exchange merged with the BSE through
absorption, becoming the BSE - Rasdaq market.

Sibiu Monetary Financial and Commodities Exchange (BMFMS)

The Sibiu Monetary Financial and Commodities Exchange is the single location in
Romania for trading of futures and options contracts based on the more liquid stocks
traded on the BSE, and on the exchange rates RON/USD, RON/EUR, EUR/USD and
futures on the BUBOR three-month interest rate. After the negotiations regarding the
merger with the BSE failed in October 2006, the BMFMS announced its interest in
selling a majority stake to an international stock exchange in order to compete with the
BSE.

The Central Depository

According to the capital market law, in December 2006, the National Securities
Commission (CNVM) approved the setting up of the Central Depository (Romanian
Clearing, Settlement, Custody, Depository and Registry System), an institution that
became fully operational in April 2007. The BSE is the majority shareholder of the
Central Depository.



Page 23Country Report Romania, May 29, 2007

Country Report
The Compensation Fund

The Investors' Compensation Fund was set up in 2005 and became operational in 2006.
This fund was established with a view to compensate investors' outstanding claims,
following the declared incapacity of one member to reimburse the funds and/or the
financial instruments owed to or belonging to the investors, which are being held or
managed on their behalf, while providing financial investment services. Main contributors
to the fund are the brokerage houses and the asset management companies that
administer individual accounts. According to the capital market law, the secured
ceilings for one investment account should be EUR 7,000 in 2008, reaching EUR 20,000
in 2012.

Brokerage companies

The market of intermediation services is highly polarized, as it is controlled by a few
important players. There are currently 76 brokerage houses authorized by CNVM.
Among the brokerage companies, there are two credit institutions authorized to operate
directly on the BSE and 12 brokerage companies owned by credit institutions. After EU
accession, a brokerage company from the EU country can operate in Romania without
CNVM approval if it is authorized as a brokerage company in its home country.

Brokers' Association

The Brokers' Association was established to represent and protect the interests of its
members and contribute to capital market development. At present, the Brokers'
Association has 65 members (authorized brokerage companies), compared to 25
members at the previous such establishment (in January 1995).

Bucharest Stock Exchange

Short presentation

After almost 50 years since the closing of the old Romanian Stock Exchange in 1948,
the Bucharest Stock Exchange (BSE) was reestablished on April 21, 1995 as a public
interest institution, based on the first capital market law issued in 1994. The first trading
session was carried out on November 20, 1995. The BSE is a self-regulatory
organization that received its status from CNVM and operates according to a Rulebook
approved by the CNVM in September 2006. The BSE absorbed the former Rasdaq
Electronic Exchange, the second organized Romanian market, in November 2005.
Starting with March 2005, trading in all securities listed on the BSE is performed only
through the Arena electronic platform, thus discontinuing the market operations that the
Horizon & Equator systems previously used for common stocks. Arena is a modern
electronic system with a very consistent and comprehensive set of regulations and
procedures developed in-house by BSE experts.
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The BSE is organized like a joint stock company, with 89 shareholders. Out of these,
73 are brokerage companies and 16 are natural persons. The BSE intends to launch
its first derivative product, futures on its official index (i.e. BET), during this year in order
to tap investor interest and diversify its market. The second derivative launch will be on
the BET-FI index. Another BSE plan involves trading operations on short sales, margin
purchases and securities borrowing.

Government securities are not yet traded on the BSE. This is one of the key deficiencies
of the Romanian capital market.

Regarding the number of investors, turnover and market capitalization, the main targets
of the BSE board (appointed in November 2005) are to achieve the following market
parameters in 2010: 300,000 active investors (from less than 30,000 in 2006); EUR 40bn
(from EUR 21.4bn in 2006) market capitalization; EUR 50mn (from EUR 11.3mn in 2006)
daily turnover.

Source: Bucharest Stock Exchange; BCR Research

Listed companies on BSE, March 31, 2007

Regulated market
BSE First Tier 18
BSE Second Tier 40
BSE Third Tier -
BSE International Tier -
TOTAL BSE-Regulated market 58

BSE-Rasdaq market
1st Category 9
2nd Category 12
Base Category 2,348
TOTAL BSE-Rasdaq market 2,369

Unlisted market 40

BSE Quick facts BSE - Regulated market

Source: Bucharest Stock Exchange; BCR Research Source: BCR Research
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Avg daily turnover Q1 2007 RON mn 54.4
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About Romanian equity market

Within the Mass Privatization Program, carried out between 1995 and 1996, over 15mn
adult citizens were able to subscribe their vouchers (privatization titles distributed by the
state) at some 5,000 companies. This process had practically the same effect as a
secondary public offering for all companies involved. As a consequence of the Mass
Privatization Program, the Rasdaq market was launched, in order to respond to the need
for a technical trading environment. In contrast with the Rasdaq market, on the BSE, the
companies were listed in a voluntary manner, as a result of Shareholder General
Assembly resolutions.

BSE market

Regarding the BSE equity sector, this is divided into the following tiers: Tier 1, Tier 2,
Tier 3, and International shares. The enforcement of the BSE code added the last two
tiers, namely a third tier, which will be dedicated to companies operating in the "new
technology" sectors (such as IT&C, biotechnology, drugs, etc.), and an international
tier. So far, no issuer has been listed on these tiers. At the end of March 2007, there
were 18 listed companies on the First Tier, whereas on the Second Tier, 40 companies
were listed.
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Requirements of maintenance on BSE

Source: Bucharest Stock Exchange Code

Liquidity criterions FIRST TIER SECOND TIER THIRD TIER
Annual rate of transaction days min 80% min 40% -
Average number of transactions min 5 /day min 2 /day -
Average value of transactions min RON 25,000/day 

(EUR 7,400/day)
min RON 2,000/day 
(EUR 590/day)

-

Annual rate of shares traded related to the free f loat min 3% min 3%
One of the other two requirements:
Value of the shareholders equity over the last year > = EUR 8mn > = EUR 2mn > = EUR 1mn
Average capitalization over the last 6 months > = EUR 8mn > = EUR 2mn -

Profit in the last year or in 
tw o of the three most 

Other requirement more than 2,000 
shareholders
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BSE-Rasdaq market

On this market are listed securities that have been traded on the former Rasdaq
Electronic Exchange, which merged with the BSE in November 2005.

Although over 100 companies fulfilled the requirements for flotation on the BSE, they
were not interested in this activity, mainly because they were not ready to assume a
transparency standard. Given the lack of information regarding the issuers listed on
Rasdaq, until 2004, there were very few active financial and retail investors on this
market and the number of traded securities was very low. Following a wide delisting
process run by CNVM starting in 2004, over 2,000 Rasdaq-listed companies were
withdrawn from trading.

Some interesting issuers made an important step in order to reach the BSE quote:
Rompetrol Rafinare Constranta (oil sector), Biofarm Bucuresti (pharmaceutical sector),
Socep Constanta (cargo handling) and Turism Felix (tourism). Also, last year, another
important company, i.e. Condmag Brasov (gas services) expressed its interest in
transferring its shares to the BSE quote. Congmag also intends to merge with another
representative company from the same sector, Dafora Medias, which is also listed on
Rasdaq. The transfer of these companies to the BSE should induce a jump of their
capitalization, due to the higher interest of investors in new companies.

In contrast with the most important issuers listed on the BSE, which have reached high
values in terms of price multiples (especially starting with 2006), a large part of the
Rasdaq-listed companies still show rather attractive multiples but have market
capitalizations below EUR 30mn, raising a question mark on investability.

Unlisted Market

Issuers whose shares are traded on the Unlisted Market do not comply with the trading
requirements of the BSE's tiers and, as a consequence, were delisted.

BSE-Rasdaq market Quick facts BSE - Rasdaq market

Source: Bucharest Stock Exchange; BCR Research Source: BCR Research
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Future structure of BSE

The Bucharest Stock Exchange is going to launch a new category within the regulated
market (besides the three already existenting ones). This category will includ about 150
Rasdaq-listed companies, which will be selected by capitalization and turnover. Also,
these companies will have some 6-8 months for getting in line with BSE transparency
standards. The other companies, which are currently listed on BSE-Rasdaq market,
will be traded on an Alternative Trading System (ATS), and will have not to comply with
communication rules.

Market indices

In September 1997, the BSE introduced the BET index, which is computed using the
capitalization method and is not adjusted for paid dividends or the free float of companies
included in its basket. The first index of the BSE was designed with the assistance of the
Austrian Institute for Advanced Studies in Vienna and was created in order to reflect the
price movements of the 10 companies considered to be the most liquid, excluding the five
SIFs. The threshold limit for the maximum weight of the BET's components is 20%.

April 1998 saw the launch of the BET-C, the second index that includes all shares listed
on the market, except  the five SIFs. The calculation method is the same as the one used
for the BET index. In November 1999, the financial investment companies were listed on
the 1st Tier of the BSE. Also starting with this date, the five SIFs were included in a special
index, the BET-FI, the first BSE sector index.

The evolution of all Rasdaq-listed stocks is reflected in the composite index RASDAQ-C,
which has market capitalization as a weighted factor.

As a result of the collaboration between the BSE and the Vienna Stock Exchange,
September 2005 witnessed the launch of another index, ROTX - "Romanian Traded Index",
a capitalization-weighted price index. The index will not be adjusted for dividend payments,
but the free float of companies selected is one of the weighting factors. The stock selection
criteria are market capitalization, liquidity, price availability, sector representatives and
market interest.

Although the five SIFs make an important contribution to the BSE's turnover, the evolution
of this is reflected only by the BET-FI index (their weight in the total turnover of the BSE
in 2006 was 47.6%). At present, there is no composite index that includes all of the listed
shares.

BET index composition, March 31, 2007 Indices evolution points; BET-FI on right scale

Source: Bucharest Stock Exchange; BCR Research Source: BCR Research

Company Ticker Weight
BRD-GSG BRDX.BX 20.0%
Petrom SNPP.BX 20.0%
Banca Transilvania BATR.BX 19.5%
Transelectrica TSEL.BX 15.3%
Rompetrol Rafinare ROMP.BX 9.4%
Oltchim OLTC.BX 6.9%
Antibiotice ATBE.BX 3.8%
Impact IMPT.BX 3.4%
Turbomecanica TUBU.BX 1.3%
Azomures AZOM.BX 0.4%
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Overview

Between 1995 and 1996, the BSE had only a decorative role in the Romanian financial
market context. In contrast, 1997 represented a reference year for the BSE, as the
stocks' quotation increased, mainly as a consequence of foreign investors' interest after
the elections in 1996. The optimistic expectations were not sustained by the dynamic
of macroeconomic indicators or by the financial results of issuers. Also, due to the lack
of listed companies' transparency, big violations of minority shareholders rights were
reported. Under these circumstances, securities prices fell and a large number of foreign
investors closed their accounts.

In 1998, interest in the BSE diminished, and we can talk about a return of trading activity
on the exchange only with the beginning of 2002. In 2001, the BSE adopted some
important measures that proved to be favorable in the subsequent years, such as the
increase in the level of transparency requested of issuers and the withdrawal of more
than 50 companies.

In 2003, the capital market was marked by further important withdrawals. The most
important delisted companies were manufacturers of bearings (Timken Romania, Koyo
Alexandria) and manufacturers of cement (Romcif Fieni, Lafarge Romcim, Moldocim
Bicaz, Casial Deva). Other representative companies in their sectors were Terapia Cluj
Napoca (pharma producer), Imsat Bucharest (engineering), Automobile Dacia Pitesti
(auto manufacturer), Arctic Gaesti (refrigerator manufacturer), Marmosim Hunedoara
(marble producer), Ispat Sidex (metallurgy) and Brau Union Romania (beer producer).
Based on the new capital market law, it is more difficult for a majority shareholder to
withdraw a listed company. Currently, delisting is possible if one majority shareholder
holds shares accounting for more than 95% of the share capital, or if it has acquired -
within a public purchase offer addressed to all shareholders and for all their holdings -
shares accounting for more than 90% of those targeted by the offer.

2004 was the best year in the BSE's history in terms of investors' returns. The rise in
stock exchange indices occurred in line with intensified trading, with the total turnover
traded in 2004 doubling y/y.

Indices' evolution since 2003  (on a fixed base) Return indices

Source: BCR Research Source: Bucharest Stock Exchange; BCR Research
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2000 21% 8% N/A -21%
2001 39% -5% 118% 20%
2002 120% 127% 123% 27%
2003 31% 26% 33% 22%
2004 101% 104% 115% 39%
2005 51% 38% 175% -1%
2006 22% 28% 32% 34%
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2005 was characterized by a high level of volatility, based on the severe correction
registered during the panic conditions in March and April, after a rise of 40% in January
and February. This was the result of small investors' enthusiasm, attracted by high
earnings offered by the investments in financial instruments seen during the previous
year. In January 2005, the number of accounts surpassed the threshold of 10,000
investors, almost double compared to December 2004. In the last quarter of 2005, the
quotations recovered and those who kept their initial positions gained attractive earnings
in real terms. Due to the 175% increase of the BET-FI index, we can consider 2005 to
have been the SIFs' year. Also, from the point of view of turnover, the most spectacular
jump was registered in 2005, when the value of transactions was EUR 2.2bn, compared
with EUR 0.59bn in 2004 (without any new issuers on the BSE).

The market price dynamics during the first part of 2005 were a first signal that the BSE
was not prepared to sustain the increasing "appetite" of small investors for equity
investments (due to the lower interest rates). This induced high volatility on the BSE.
The market indices registered significant increases in 2006. Volatility was lower last
year, but still remained at a high level. The annualized standard deviation for the BET
index reached 25%. Also, the decrease of the BSE between the end of April and mid-
May represented the first synchronized movement in line with the other stock exchanges
in Eastern Europe, with the emerging European markets influenced by the increase of
inflation and interest rates in the EU and US.

Development of accounts

Source: National Bank of Romania, BSE

Rolling Annualized Standard Deviation of BET Daily Returns (2000-Q1 2007)

Source: BCR Research
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BSE structure

After 12 years since the reestablishment of the Romanian stock exchange, many
important companies are missing from the BSE (especially from sectors such as
utilities, telecoms, construction materials, IT, etc.). In these terms, an investor is not
able to "build" a diversified portfolio of transferable securities to reflect the overall
dynamic of the Romanian economy. Although active investors are able to reduce the
typical risk through diversification, the systematic risk (which cannot be avoided) is very
different from that of the overall Romanian economy. This disagreement can be seen by
comparing the 2006 GDP structure (services 49.6%, agriculture 8%, industry 23.9%,
construction 7%, net taxes on products 11.4%) with the equity market in terms of
market capitalization in different sectors.

Almost half of total market capitalization is generated by the oil & gas sector, followed
by banks and financial services. Sectors such as pharmaceuticals and chemicals
contributed smaller proportions of the market capitalization.

The floating of both the Property Fund as well as the utilities within the Fund's portfolio
would create a very different structure for the BSE by the end of 2009.

Local and foreign investors

In spite of increasing interest among foreign investors in the Romanian capital market,
residents and natural persons dominate in terms of securities transactions on the BSE.
In 2006 these had a weight of 63.2% of total purchases and a weight of 66.2% in total
sales. Non-resident legal persons, including active investments funds, in 2006 accounted
for weights of 85.8% and 83% in purchases and sales, respectively. We tend to believe
that, in line with EU accession bringing the convergence-driven growth story of the
Romanian economy closer to foreign investors, their share should increase and will
outweigh the importance of domestic retail investors. However, in particular, the
emergence of domestic fund/asset management business should also help to channel
increasing local wealth into the Romanian equity market.

BSE Market Capitalization*; Sector Classification; March 31, 2007

*without BSE-RASDQ market, Source: Bucharest Stock Exchange; BCR Research

Sectors EUR mn Weight
Energy resources and services 10,333 44.6%
Banks 5,840 25.2%
Financial Investment Companies 2,423 10.5%
Utilities 1,033 4.5%
Pharmaceuticals 569 2.5%
Chemicals 517 2.2%
Real estate 234 1.0%
Tourism 177 0.8%
Consumer goods 141 0.6%
Retailer 86 0.4%
Other financial services 71 0.3%
Fertilizers 44 0.2%
Others 1,698 7.3%
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According to CNVM statistics, we expect for 2006 a decrease of the net inflows from
foreign investors in comparison with 2005 and 2004. On the other hand, the total value
of the purchases throughout 2006 by non-residents was marginally higher than in 2004.

Capitalization and liquidity

BSE capitalization is highly concentrated - Petrom and BRD Société Générale have
weights of 35% and 16%, respectively, in the total market value of companies listed on
the stock exchange (inclusively the BSE-Rasdaq market). The first 25 companies listed
hold a weight of 82.8% in BSE and BSE-Rasdaq market capitalization.

Local and foreign investors

Source: Bucharest Stock Exchange

Top 25 Market Capitalization (March 31, 2007)

Note 1: Statistics include both BSE and BSE-Rasdaq market;  Note 2: Daily trade value average is based on 2006 and Q1 2007 turnover;
Note 3: In performing the price evolution analysis, the adjusted prices after the last corporate action were took into consideration;
*Free float is computed both on companies’ releases and on media sources
Source: Bucharest Stock Exchange; BCR Research computes

Natural Persons 352 63.2% 400 66.2%
Legal persons 204 36.8% 204 33.8%
TOTAL 556 604

Natural Persons 34 14.2% 33 17.0%
Legal persons 206 85.8% 159 83.0%
TOTAL 240 192

TOTAL 796 796

Residents
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Residents
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Petrom SNPP.BX Oil & Gas BSE - Tier 1 6.2% 0.0% 1,130,952 35.0% 9,624.2
BRD-GSG BRDX.BX Banks BSE - Tier 1 11.4% 22.0% 922,453 15.9% 4,383.2
Banca Transilvania BATR.BX Banks BSE - Tier 1 70.9% 13.9% 1,164,905 4.5% 1,242.9
Transelectrica TSEL.BX Utilities BSE - Tier 1 10.0% N/AV 535,389 3.8% 1,033.4
Alro ALRO.BX Materials - Aluminium BSE - Tier 1 8.0% 66.9% 9,258 3.5% 976.6
Rompetrol Rafinare ROMP.BX Oil & Gas BSE - Tier 2 34.5% 7.8% 674,267 2.2% 610.1
SIF Oltenia SIF5.BX Investment Companies BSE - Tier 1 81.2% 24.2% 1,983,454 2.0% 549.9
SIF Transilvania SIF3.BX Investment Companies BSE - Tier 1 84.1% 59.0% 1,241,227 1.9% 530.6
SIF Banat Crisana SIF1.BX Investment Companies BSE - Tier 1 75.4% 21.9% 855,854 1.7% 464.6
SIF Moldova SIF2.BX Investment Companies BSE - Tier 1 89.6% 30.9% 1,868,746 1.6% 451.8
SIF Muntenia SIF4.BX Investment Companies BSE - Tier 1 54.6% 18.0% 681,743 1.5% 425.8
Oltchim OLTC.BX Chemicals BSE - Tier 1 4.3% -1.3% 35,470 1.5% 417.6
Antibiotice ATBE.BX Pharmaceuticals BSE - Tier 1 29.3% 31.0% 96,489 0.9% 252.2
Impact Developer & Contractor IMPT.BX Real estate BSE - Tier 1 58.5% 67.0% 141,908 0.9% 234.0
Zentiva SCDB.BX Pharmaceuticals BSE - Tier 2 10.4% 12.3% 17,647 0.8% 216.3
Banca Comerciala Carpatica BCCA.BX Banks BSE - Tier 1 30.0% 28.5% 78,382 0.8% 213.9
TMK-Resita SROY.BRQ Materials - Iron and steel BSE - Rasdaq 0.5% 2165.7% 211 0.7% 199.2
Alum BBGA.BRQ Materials - Aluminium BSE - Rasdaq 0.6% 26.9% 376 0.6% 155.2
Asirom ASRA.BRQ Insurance BSE - Rasdaq 16.5% 9.1% 58,027 0.5% 136.9
Mechel OTSP.BX Materials - Steel BSE - Tier 2 4.5% 828.6% 3,479 0.5% 133.4
Turism Felix Baile Felix TUFE.BX Hotels BSE - Tier 2 20.2% 176.9% 174,866 0.5% 133.1
T.M.K. - Artrom ARTM.BX Engineering BSE - Tier 2 7.6% 344.4% 13,218 0.4% 102.4
Astra ATRA.BRQ Insurance BSE - Rasdaq 0.3% 35.1% 931 0.4% 101.7
Biofarm BIOF.BX Pharmaceuticals BSE - Tier 1 52.2% 48.2% 203,063 0.4% 100.8
Mittal Steel Roman PTRO.BRQ Materials - Steel BSE - Rasdaq 16.0% 196.8% 41,228 0.4% 99.0
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The five SIFs have a weight of 10.3% in BSE capitalization, but a weight of   47.6% in
the total value of transactions in 2006.

Stronger growth rates of capitalization and turnover for 2007 will depend on how far the
already rather high valuations are counter-balanced by the belief in market vision and
growth.

One of the main characteristics of the Romanian market is the low level of free float
capitalization of the main companies listed (Petrom has a weight in capitalization of 35%,
but the free float is only 6.2%). The most interesting 15 companies selected according
to our criteria (liquidity, sector outlook, market share, market interest, etc.) represented
76.2% of total BSE capitalization (including the Rasdaq market) at the end of December
2006, while their free float capitalization (EUR 4.3bn) represented less than 25% of
those companies' capitalization (EUR 18.7bn). This shows that the Romanian market
has little depth, even related to the capitalization of the main listed companies. In terms
of liquidity, those 15 companies represented over 80% of the total liquidity of the market.

Top 25 Turnover (January 01, 2006 - March 31, 2007)

Note 1: Statistics include both BSE and BSE-Rasdaq market; Note 2: Daily trade value average is based on 2006 and Q1 2007 turnover;
Note 3: In performing the price evolution analysis, the adjusted prices after the last corporate action were took into consideration;
*Free float is computed both on companies’ releases and on media sources;
Source: Bucharest Stock Exchange; BCR Research computes
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SIF Oltenia SIF5.BX Investment Companies BSE - Tier 1 81.2% 24.2% 550 1,983,454
SIF Moldova SIF2.BX Investment Companies BSE - Tier 1 89.6% 30.9% 452 1,868,746
SIF Transilvania SIF3.BX Investment Companies BSE - Tier 1 84.1% 59.0% 531 1,241,227
Banca Transilvania BATR.BX Banks BSE - Tier 1 70.9% 13.9% 1,243 1,164,905
Petrom SNPP.BX Oil & Gas BSE - Tier 1 6.2% 0.0% 9,624 1,130,952
BRD-GSG BRDX.BX Banks BSE - Tier 1 11.4% 22.0% 4,383 922,453
SIF Banat Crisana SIF1.BX Investment Companies BSE - Tier 1 75.4% 21.9% 465 855,854
SIF Muntenia SIF4.BX Investment Companies BSE - Tier 1 54.6% 18.0% 426 681,743
Rompetrol Rafinare ROMP.BX Oil & Gas BSE - Tier2 34.5% 7.8% 610 674,267
Transelectrica TSEL.BX Utilities BSE - Tier 1 10.0% n.a. 1,033 535,389
Ardaf ARDF.BRQ Insurance BSE - Rasdaq 27.9% -50.3% 92 339,325
Condmag COMI.BRQ Constr. of natural gas pipes BSE - Rasdaq 28.4% 192.5% 80 209,087
Biofarm BIOF.BX Pharmaceuticals BSE - Tier 1 52.2% 48.2% 101 203,063
SSIF Broker BRKU.BX Financial Services BSE - Tier 2 76.2% 55.7% 65 158,088
Impact Developer & Contractor IMPT.BX Real estate BSE - Tier 1 58.5% 67.0% 234 141,908
Dafora DAFR.BRQ Oil drilling and construction BSE - Rasdaq 53.8% 37.4% 22 131,746
Flamingo International Bucuresti FLAA.BX Retail BSE - Tier 2 23.8% -8.9% 86 131,609
Turbomecanica TUBU.BX Engineering BSE - Tier 1 31.8% 2.8% 81 109,592
Antibiotice ATBE.BX Pharmaceuticals BSE - Tier 1 29.3% 31.0% 252 96,489
Banca Comerciala Carpatica BCCA.BX Banks BSE - Tier 1 30.0% 28.5% 214 78,382
Sinteza Oradea SIZA.BX Chemicals BSE - Tier 2 20.0% 12.2% 10 45,454
Albalact ALBZ.BRQ Food - milk producer BSE - Rasdaq 40.0% 197.0% 42 65,847
Amonil AMSL.BX Fertilizers BSE - Tier 2 26.2% -53.4% 16 64,900
Compa COPA.BX Engineering BSE - Tier 2 16.0% 3.0% 61 63,698
Asirom ASRA.BRQ Insurance BSE - Rasdaq 16.5% 9.1% 137 58,027
Imotrust Arad (Arconserv) ARCV.BRQ Letting of own property BSE - Rasdaq 28.2% 45.33% 39 55,981
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IPO market

Only seven companies have launched initial public offers (IPOs) in order to collect capital
and become publicly held companies.

The most important offers were initiated starting with the end of 2004, when the interest
in capital markets overlapped with the decrease of interest rates. Therefore, the
collected amounts through IPOs were not significant. The IPOs of SSIF Broker
(investment services), Vrancart Adjud (paper manufacturer), Flamingo Bucuresti (IT
retailer), Transelectrica (the national power grid operator) and Alumil Rom Industry
(aluminum producer) showed that the interesting middle-sized companies could easily
raise the necessary amounts on the BSE. The oversubscriptions are the proof of the
need for new securities on the BSE.

Market Capitalization and Turnover for Targeted Research Universe (2006)
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SIF Banat Crisana SIF1.BX Investment Companies 75.4% 175 725 522 394
SIF Moldova SIF2.BX Investment Companies 89.6% 414 1,702 496 444
SIF Transilvania SIF3.BX Investment Companies 84.1% 284 1,175 475 400
SIF Muntenia SIF4.BX Investment Companies 54.6% 156 643 434 237
SIF Oltenia SIF5.BX Investment Companies 81.2% 421 1,762 598 486
BRD-GSG BRDX.BX Banks 11.4% 208 855 3,765 430
Banca Transilvania BATR.BX Banks 70.9% 262 1,116 1,160 822
Petrom SNPP.BX Oil & Gas 6.2% 284 1,175 9,345 581
Rompetrol Rafinare ROMP.BX Oil & Gas 34.5% 155 660 539 186
Antibiotice ATBE.BX Pharmaceuticals 29.3% 21 90 228 67
Biofarm BIOF.BX Pharmaceuticals 61.3% 48 210 90 55
Transelectrica TSEL.BX Utilities 10.0% 44 569 723 72
Flamingo International FLAA.BX Retail 29.6% 16 70 81 24
Impact Developer & Contractor IMPT.BX Real estate 58.5% 31 134 171 100
Turbomecanica TUBU.BX Engineering 31.8% 22 106 81 26

2,541 10,993 18,708 4,324
3,043 12,269 24,541 n/a
83.5% 89.6% 76.2% n/a

*Free Float is computed based both on companies releases and on media sources
Source: Bucharest Stock  Exchange; BCR Research computes

Total Targeted Research Universe
Total BSE and BSE-Rasdaq market
Weight Targeted Research Universe
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The most important IPOs were launched by the state. The first public offer was a
secondary one, following the 2000 sale of 9.87% of the total shares in BRD by the former
State Property Fund (so-called FPS). Given the lack of interest in the capital markets
at that moment, only 2.55% of the total shares were subscribed. In spite of this low
subscription rate, over 11,000 Romanians invested in the first and most important IPO
launched until 2006. It took six years for the state to launch another initial public offer,
that of Transelectrica. This IPO amounted to EUR 34.5mn for a 10% stake, and was the
most important public offering launched on the BSE. It was oversubscribed by 6.5 times
and the share price had increased by two times as of the end of the year.

In spite of the low financial power of Romanian institutional investors, the successful
IPOs launched in 2006 (Transelectrica and Alumil Rom Industry) prove that an issuer
can easily raise over EUR 50mn on the BSE.

Possible IPOs of state-owned companies and Property Fund

Some important IPOs are expected to be launched in 2008. One certain offer will be 10%
of shares in Transgaz, the natural gas transporter that will represent Romania in the
Nabucco pipeline project.

According to the statements of some state representatives, IPOs are also anticipated
from other important state-owned companies, namely Romgaz (gas producer),
Hidroelectrica (the operator of Romania's hydro power system) and Nuclearelectrica
(the operator of Romania's nuclear power plant). Utilities in which the Property Fund is
a shareholder and the state has the majority stake (see table) should be particularly
active in this respect. The Romanian authorities intend to float all of these companies.
This request should be one of the provisions of the Emergency Ordinance in order to
float the Property Fund on the BSE. The exception from this obligation will be companies
for which the state has a privatization strategy that does not include floating.

Company Reuters
Ticker

IPO Period IPO's value
(EUR mn)

Capitalization
IPO price (EUR mn)*

Free float
after IPO

IPO results

SSIF Broker BRKU.BX 25.10.04 - 19.11.04 2.2 9.05 >66% oversubscribed by 3 times
Vrancart Adjud VNCA.BX 17.03.05 - 14.04.05 4.8 19.45 27.4% oversubscribed by 1.3 times
Flamingo FLAA.BX 15.06.05 - 22.06.05 12.5 55.48 38.5% oversubscribed by 1.7 times
Transelectrica TSEL.BX 14.06.06 - 28.06.06 34.5 345.07 10% oversubscribed by 6.5 times
Alumil Rom Industry ALUM.BX 08.12.06 - 18.12.06 8.4 41.89 20% oversubscribed by 16.5 times

The most important IPOs launched on Romanian Capital Market

Source: BCR Research; *) Total number of shares after IPO

Company
Reuters
Ticker 1st session 7 sessions 1 Month 3 Months 6 Months

SSIF Broker BRKU.BX 159% 166% 205% 63% 80%
Vrancart Adjud VNCA.BX 10% 1% -12% -21% -20%
Flamingo FLAA.BX 5% 4% 7% 18% 8%
Transelectrica TSEL.BX 36% 63% 73% 92% 276%
Alumil Rom Industry ALUM.BX 96% 80% 68% - -

Stock price performance after IPOs

Based on IPO price ; Source: BCR Research
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The Romanian authorities are also to launch an IPO with a view to listing the Fund's
shares on the BSE. Thus, the Ministry of Finance intends to offer 20% of the total number
of shares, which means that the IPO will amount to about EUR 800mn. In this scenario,
one of the biggest issues launched so far in Eastern Europe would occur on the BSE.
Both political instability and the next parliamentary elections in 2008 create uncertainty
about what will happen with the listing of both the Property Fund and the other state-
owned companies (except Transgaz).

Possible IPOs of private companies

Starting with 2008, when compulsory pension funds (the second pension pillar) will
become operational, private companies could become interested in listing on the BSE.
In this respect, it is expected that the pension funds (and especially Fondul Proprietatea)
should develop the Romanian capital market by encouraging IPOs for private companies.
Among the companies that could be floated on the BSE in the next 2-3 years, there have
been some statements in this respect from Altex and Domo (respectively, the first and
third household appliance and electronics retailers), RTC (a holding involved in
stationary, distribution, IT&C and telecom), Romcolor 2000 (Romania's leader in the
masterbatches sector), CG & GC (one of the most important providers of IT solutions),
and Mobexpert Group (a leader on the Romanian furniture market). Both SIF Transilvania
and SIF Muntenia announced their interest regarding the launching of IPOs for a few
companies in which the two SIFs hold a majority stake. SIF Muntenia wants to float
Casa de Bucovina Suceava (hotels sector) and SIF Transilvania intends to launch an IPO
for Aro Palace Brasov (hotels sector) and Turism Transilvania (leasing).

After compulsory domestic pension funds have at least one year of operational activity
behind them, namely 2009 we could see the first exits of some private equity funds via
IPOs launched on the BSE.

State-owned companies included in Property Fund portfolio eligible for IPO on
the BSE

Source: BCR Research; *) As a result of merger between CN Aeroportul International HenryCoanda and CN
Aeroportul International Baneasa-Aurel Vlaicu

Company Sector
Property 

Fund stake
Posta Romana Postal services 25%
Hidroelectrica Utility 20%
Nuclearelectrica Utility 20%
Loteria Romana Gambling 20%
Imprimeria Nationala Printing/Publising services 20%
Romgaz Utility/Gas producer 15%
Complexul Energetic Turceni Utility 15%
Complexul Energetic Craiova Utility 15%
Complexul Energetic Rovinari Utility 15%
Electrica Muntenia Vest Utility 12%
Electrica Transilvania Nord Utility 12%
Electrica Transilvania Sud Utility 12%
CN Aeroporturi Bucuresti* Airport operator 20%
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BSE equity annual turnover (2007-2009)  EUR thousand

*) Favourable events: the increasing of free float for Petrom by 8% (starting with H2 2008), the increasing of free float of Transelectrica by
at least 2% (starting with 2008), the floating of Transgaz (starting with Q2 2008), the floating of Property Fund (starting with H2 2008), other
new companies in 2009

Source: BCR Research

2006 2007 2008 2009
The increase of  annual BSE turnover due to favourable events* (1) - - 1,047,800 3,784,976
The increase of  BSE liquidity w ithout taking into account favourable events (%) 35% 20% 20%
The annual BSE turnover w ithout the inf luence of favourable events (2) 3,042,818 4,107,804 4,929,365 5,915,238
The BSE turnover  (1)+(2) 3,042,818 4,107,804 5,977,165 9,700,214
The increase of  BSE turnover (%) - 35% 46% 62%

Capital market outlook

Taking into account the potential IPOs mentioned above and the emergence of a
domestic institutional client base (pension fund), starting with 2008, the Romanian
market could become one of the most interesting in the CEE region. This positive
scenario depends somewhat on the Fondul Proprietatea (Property Fund) floatation,
which would double the market capitalization of free float.

Additionally, there are some important events that could improve the liquidity on the
BSE. First of all, there is the 8% stake in Petrom to which current and former employees
are entitled. Also, the free float of the Romanian power grid company Transelectrica will
increase by at least 2% in 2H06. The new shares issued will be transferred to owners
of properties nationalized during the communist regime and who chose this type of
reimbursement. The same situation will be available for Transgaz one year after floating
on the BSE.

Our assumptions regarding the total value of trades on the BSE (including the Rasdaq
market) are an increase of the total value of trades by 35% y/y in 2007, 20% y/y in 2008
and 20% y/y in 2009, without the influence of a few positive events starting with 2008.
In other words, we considered the same shares existing on the market as of December
31, 2006, no listings of new companies, or increases of the free float of the companies
already listed. This evolution would be a result of the general increase of the shares
prices and higher interest among investors.

On the other hand, we added the impact of a few positive events, such as free float
increases for Petrom and Transelectrica, with liquidity being estimated based on the
daily liquidity of these stocks in 2H06. The floating of the Property Fund is the most
important event for our forecast of the trading value on the BSE. Our scenario takes into
account that Proprietatea Fund will be traded on the BSE starting in 2H08. For the next
year, we used a conservative scenario, namely 10% of the shares being allocated to the
ex-owners. For 2009, we considered a daily average transaction value of EUR 8mn,
which is pessimistic, in light of Proprietatea being fully operational (with a market value
approximately twice as big as that of all five SIFs). The average liquidity of all five SIFs
should be at least EUR 5-6mn per session.

We also considered that Transgaz will begin trading in 2Q08, with a daily average trade
value of EUR 0.7mn (set in accordance with Transelectrica's liquidity in 2H06). Even
if the Romanian authorities announce major IPOs, these companies would not be listed
on the BSE earlier than 2009. We estimated a positive influence of EUR 2mn per session
on the stock exchange's liquidity generated by new issuers in 2009.
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Taking all of these developments into account, it is expected that the capitalization and
turnover could rise at a faster pace starting in 2008. In a positive scenario, by 2009,
the market capitalization could increase to EUR 50bn and the daily turnover could reach
EUR 38mn.

In addition, the future parameters of the capital market will be strongly influenced by
other factors, such as the pension reform success, local mutual fund expansion and
private equity fund trusts exiting via the BSE.

Taxes & trading fees on equity market

Until two years ago, the capital gains tax was 1% for both natural persons and legal
persons. Starting with 2005, there are two types of taxation:

i) tax authorities will levy 16% for securities owned for less than 365 days (both for
individuals and legal entities);

ii) the tax authorities will levy 1% for securities owned for more than 365 days (both for
individuals and legal entities).

Starting with January 1, 2007, the dividends of natural persons and legal persons will
be levied at 16%.

Bond market

The Romanian bond market is currently in a developing stage. In Romania, in contrast
with Poland, Hungary, the Czech Republic and Slovakia, we cannot speak yet of a bond
market in the true meaning of the word. The bond market does not have a clear y/y solid
growth trend, as the value of the issues is strictly dependent on the financing need of
municipalities and some big operators on the financial market (especially banks).
Although more municipalities and corporations are showing interest in borrowing
through capital market products, it is hard to say that investors can yet count on a solid
offer of fixed-income instruments. Thus, most issues of fixed-income instruments are
oversubscribed in the context of high demand for such instruments on the Romanian
market. Banks have began to appeal for bond issues in RON, in order to assure long-
term financing sources for sustaining crediting expansion, especially mortgage loans.
More than 90% of the corporate issue value belongs to banks.

Municipal and corporate bonds

* Jan 1 - May 24, 2007; Source: Bucharest Stock Exchange, BCR Research;

Year No. of trades Turnover (EUR) Bond issuers New bond issuers

2001 5 173 2 2
2002 10 238,705 4 2
2003 39 4,556,258 10 8
2004 1116 71,267,062 22 16
2005 394 35,256,683 19 6
2006 570 281,674,243 19 5
2007* 180 128,879,917 18 4
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Fixed-income instruments are less popular among individuals  - the retail segment holds
less than 15% of the issues' entire value (less than 1,500 individuals purchased fixed-
income instruments).

At the present moment, 20 bond issues are listed and traded on the BSE. The small
value of bond transactions on the BVB can be explained by several reasons. The first
reason is related to the value of the issues and the small number of subscribers. Another
important reason is that investors hold the instruments until maturity, having no
opportunities to invest their funds at better interest rates. The yield curve of these
instruments is irrelevant, as almost all are indexed to money market rates.

The total value of corporate bond issues launched in 2006 was EUR 240mn. The
municipal bond market is even smaller, amounting to EUR 20mn.

Government bonds are not listed on the BSE and it is uncertain when this will happen.
The Romanian market is unique in Eastern Europe from this point of view.
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Valuation Overview

Summarizing its positive development and looking forward to a further sound outlook,
the Romanian equity market is far from cheap at present. A lot of positive vision is already
priced in and the market is trading above the multiples seen for other regional markets.

However, comparing its valuation with Croatia, which is still preparing for EU accession,
Romania should certainly offer the better growth outlook, simply based on the size of
its market. While consensus data has just begun to materialize and the data quality for
the aggregated market figures should still be treated with some caution, we are quite
pleased with the outlook as far as selected multiples are concerned.

The aggregated bottom line for the consensus is developing in fine fashion and the
CAGR 06-09e in EUR terms indicates some 34% growth. P/BV, although driven by
banks such as BRD Groupe SG (which amazes with a 2007 P/BV of above 5x), appears
to be fine for the median of the aggregate, coming in slightly above 2x. Return on equity
admittedly could be higher, but the above-mentioned bank in particular has already
produced nice returns, with BRD expected to deliver 29% in 2007.

We tend to see the market as demandingly valued, with a lot of vision priced in that has
yet to materialize. However, within our EU convergence scenario, which holds true for
Romania, we are quite confident that the market will deliver on expectations. Increasing
international interest, hopefully joined by domestic liquidity, should also contribute to
a lasting positive development of the market.
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Investments off the beaten track

Starting with 2006, the main listed companies achieved significant increases and began
to be traded at rather demanding multiples. In these circumstances, many investors
(including institutional investors) focused on Rasdaq-listed companies with less turnover
and capitalization below EUR 30mn, but with good financial results and attractive
outlooks. Mostly over the last year, the interest of investors contributed to a high jump
of capitalization (by as much as two or three times) and turnover (for instance, Albalact,
Dafora, Condmag and Eleectromagnetica). In the chart below, we can find companies
that are currently in different phases of this process.

Already, some of these issuers are expensive in valuation terms (Albalact, Condmag),
following the increase of their market prices during the last year and due to expectations
among investors (including retail ones) that have acquired these securities.

Among these companies some of the BSE- and Rasdaq-listed  issuers admittedly do
not put a high emphasis on investor interests, but meet at least some minimum
requirements in order to justify an investment in the future (Compa Sibiu, Santierul Naval
Orsova, Concep Constanta, Comvex).

It is worth noting that a compact group, comprising some Rasdaq-listed companies from
the construction sector, has attracted investor interest in the last six months. The growth
rates in the construction sector and the industry's good prospects have resulted in the
discovery of certain companies that, as of the end of 2006, were largely anonymous
on the capital market. All of these companies have market capitalizations below EUR
50mn or even below EUR 30mn, and are classified in the mid cap or small cap categories
(relative to the Romanian capital market).

Despite the risks (which are higher for such investments), the dynamics of capitalization
and turnover for many of these companies proves that the Rasdaq market is home to
interesting companies that are currently bargains.
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Company BSE 
Ticker

Market Activity Free 
float

MkCap
(31.03.07)
(EUR mn)

Turnover/
session

(Q1 2007)

Significant shareholders 

Compa Sibiu CMP BSE - Tier 2 Automobile
components 
manufacturer

16.0% 61.2 135,754 Employees' Association (51,19%);
Danube Tiger (9.99%); New Century
Holding funds (7.21%); SSIF Broker and
affiliates (5.24%); Julius Baer
International Equity Fund (5.23%); SIF
Oltenia (5.14%)

Santierul Naval Orsova SNO BSE - Tier 2 Building & repairing
of ships 

37.9% 27.1 269,944 SIF Transilvania (49.99%), SIF Oltenia
(12.13%)

Socep Constanta SOCP BSE - Tier 1 Cargo handling 89.5% 24.6 93,356 Celco Constanta (10.48%)

Oil Terminal OIL BSE - Tier 2 Cargo handling 30.4% 49.5 29,522  AVAS (59.62%); Property Fund (10%)

Turism Felix Baile Felix TUFE BSE - Tier 2 Tourism 20.2% 133.1 N/A SIF Transilvania (63.40%); SIF Oltenia
(16.42%)

Albalact Alba Iulia ALBZ BSE - Rasdaq Food - milk producer >40% 42.2 372,208 Julius Baer International Equity Fund
(5.72%); Ciurtin Petru and Ciurtin Petru
Raul over 50%

Condmag Brasov COM I BSE - Rasdaq Construction of natural
gas pipes

28.4% 79.8 491,660 Dafora Medias (43.66%); OGBBA Van
Herk BV (10.61%); Julius Baer
Investment Management LLC (9.62%);
MEI - Roemenie & Bulgarije Fonds NV
(7.76%)

Dafora Medias DAFR BSE - Rasdaq Oil drilling and construction 53.8% 21.7 886,956 Calburean Gheorghe (46.21%)

Electromagnetica Bucuresti ELMA BSE - Rasdaq Producer of electric 
equipments

40.8% 51.3 149,186 Employees' Association (49.13%); SIF
Oltenia (10.11%)

Mittal Steel Roman PTRO BSE - Rasdaq Materials - Steel <16% 99.0 203,466 SIF Moldova (14.08%); Mittal Steel NV
more than 70%

Iproeb Bistrita IPRU BSE - Rasdaq Manufacturer of insulated 
wire and cable 

64.3% 38.9 204,047 Electromontaj (30.66%); SIF Banat
Crisana (5.01%)

Armax Gaz Medias ARAX BSE - Rasdaq Manufacture of metal 
structures 

47.5% 11.4 253,533 Vescan Mircea Simion (42.39%);
Armean Simona-Olimpia (10.12%)

Comvex Constanta CMVX BSE - Rasdaq Cargo handling 27.0% 28.2 77,713 Solidmet (52%); Broadhurst (21%)

Remarul 16 Februarie Cj Napoca REFE BSE - Rasdaq Railway and tramway 
locomotives

43.9% 15.5 172,341 Baiculescu Monica (32.98%);
Transferoviar Grup SA (23.12%)

Socot Tg. Mures SCTO BSE - Rasdaq Hydro-technical 
constructions

>37% 13.2 101,230 Andrici Adrian (22.08%); Employees'
Association (20.10%)

Imotrust Arad (Arconserv) ARCV BSE - Rasdaq Letting of own property 28.2% 39.4 N/AV Imotrust and affiliates (71.81%); Morgan
Stanley & CO. IntLimited (6%); 

IAR Brasov IARV BSE - Rasdaq Aircraft and spacecraft 
manufacturer

35.1% 42.2 76,922 AVAS (64.89%)

Ceramica Iasi CERE BSE - Rasdaq Construction materials 58.5% 33.6 260,857 Employees' Association (41.49%)

Prefab Bucuresti PREH BSE - Rasdaq Construction materials 11.9% 41.1 39,757 Romerica International (75.68%), SIF4
Muntenia (12.41%)

Cemacon Zalau CEON BSE - Rasdaq Construction materials >50% 10.2 15,825 MEI - Roemenie & Bulgarije Fonds NV
(10.12%); SSIF Broker Cluj-Napoca
(9.21%)

Prebet Aiud PREB BSE - Rasdaq Construction materials 39.9% 18.5 N/A Employees' Association (50.44%); SIF
Banat Crisana (9.71%)

Source: BSE; BCR Research
*Only transactions concluded on Regular market were considered

Other ideas

**Free float and stakes of significant sherholders are based on last information available on BSE and from media sources
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Mergers and acquisitions

According to a survey released by PricewaterhouseCoopers, 134 M&A transactions
were completed in Romania in 2006. The figure covers only the transactions about which
information was made public. The majority of these deals were initiated by foreign
investors, who have channeled from the privatization field towards acquisitions of private
companies. In terms of total M&A market value, Romania ranked fifth among the 11 CEE/
CIS countries surveyed by PWC, after Russia, Poland, Hungary and the Czech
Republic. During the previous year, the total value of M&A transactions in Romania
reached USD 5.2bn, whereas the average deal size was USD 45mn.

The most dynamic sectors for the M&A market in 2006 were manufacturing with 21
transactions, maintaining its leading position over the last four years, followed closely
by construction (including the real estate sector) with 20 deals, financial services with
17 transactions, media with 13 and pharmaceuticals and services with 12 deals each.
As regards real estate acquisitions, there were deals recorded in which investments
funds took over projects from developers.

For sectors such as construction (construction materials, particularly), real estate and retail,
there is an overall consensus that they will be the main targets of investors in 2007.
In the privatization field, the year 2006 brought 11 concluded transactions, with USD 113mn
in the total value of publicly-disclosed transactions, according to the same survey released
by PWC. A downward trend was witnessed in privatization activity in Romania, mainly due
to the advanced phase of the process and the fact that the Romanian state sold its first assets
starting in 1993. Nevertheless, for the current year, some important deals are anticipated,
with the energy sector the most active. For instance, Electrica Muntenia Sud expects to
conclude the transaction with Enel. The deal could reach a value of EUR 820mn.

The other important privatizations from the energy sector that are expected to be
launched in 2007 and 2008 are three power distributors (Electrica Transilvania Nord,
Electrica Transilvania Sud and Electrica Muntenia Nord) and the three energy
complexes, Turceni, Craiova and Rovinari.

Another important transaction is the takeover of drug producer Antibiotice Iasi, which
held a market share of 3.21% in 2006. Daewoo Craiova, a car plant, and Electroputere
Craiova, a local electrical engine manufacturer, were put up for sale again this year.
Chemical producer Oltchim Rm. Valcea is also another important company that expects
to be privatized. However, the Romanian state will not give up control of this company
earlier than in 2008, given the fact that it has to settle the issue regarding historical debts
worth RON 322.3mn by then.

Target company Sector Date Seller Buyer Stake
Deal Value

(EUR mn)
Electrica Muntenia Sud* Utilities 5-Jun-06 State Enel S.p.a. 67.5% 820

Terapia Pharma 29-Mar-06 Advent 
International

Ranbaxy Laboratories Limited 96.7% 324

Polus Centre Real Estate 19-Nov-06 TriGranit Immoeast 100.0% 273
Sindan Pharma 29-Mar-06 Individual inv. Actavis 100.0% 180
Motoractive Leasing,
Ralfi & Domenia 
Credit

Financial 
Services 30-May-06 RAEF GE Money

80%
76%
60%

180

City Mall Real Estate 22-Nov-06 Individual inv. APN Funds Management n.a. 134
Sema Parc  part Real Estate 29-Oct-06 Riva Invest Europolis 100.0% 117
European Retail 
Park -Sibiu

Real Estate 28-Nov-06 BelRom North Real Estate Opportunitie (NRE) n.a. 109

Charles de Gaulle Plaza Real Estate 12-Jun-06 CA Immo and
F&C Int. BV

Accesion Fund 100.0% 101

* Not completed. Source: IntelliNews, BCR Research

Top deals in Romania (over EUR 100mn)
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Financial Investment Companies

About SIFs

 The five financial investment companies (SIFs) are some of the most important players
on the Bucharest Stock Exchange, both as significant shareholders in listed companies
and as companies listed on the Romanian capital market;

 SIFs are the main Romanian institutional investors on the BSE;

 In 1995, almost 2.2mn Romanian citizens subscribed their vouchers (privatization
titles distributed by the state) for the five Private Property Funds and so far at least 60%
of them have sold their shares. Also, following a complex privatization process, over 8mn
Romanian citizens who subscribed their vouchers in the Mass Privatization Program
at any company implicitly received a few shares in all five SIFs. The weight of shares
held by these people in the share capital of the five financial investment companies is
between 10% (SIF Moldova) and 45.4% (SIF Muntenia). The main issue regarding these
shareholders is how many of them know that they hold SIFs shares. This is the reason
why we do not consider the free float of SIFs to be 100%;

 The former Private Property Funds were set up in 1991 based on the first privatization
law. In 1996, these entities were transformed into Financial Investment Companies,
practically becoming joint stock companies controlled by shareholders;

 Out of the five SIFs, four are self-managed, whereas one, i.e. SIF4 Muntenia, is
managed by an asset management company founded by former employees of Private
Property Fund IV;

 SIFs operate based on the company law and capital market law. The rules about
function, investment restrictions and methodology for computing NAV are included in
a regulation of the Romanian National Securities Commission (CNVM) dedicated to
undertakings for collective investments in transferable securities (Regulation no.15/
2004);

 Since their listing on the BSE, the five investment companies have generated
confusion among investors and brokers, mainly because of their mixed status (joint
stock companies and closed-end funds);

 The statute of the financial investment companies stipulated for each shareholder an
initial limitation of 0.1% of the share capital of each SIF, but a government ordinance
from August 2005 raised this threshold from 0.1% to 1%; later on, a special law dedicated
to the five SIFs (Law no 97/2006) and a CNVM regulation issued in order to apply this
law (Instruction no 2/2007) provided a new provision: if the stake of a shareholder who,
acting alone or in a concerted manner, exceeds 1%, this shareholder has no voting
rights for the additional shares. Starting in March 2007, these shareholders must inform
the issuer and the stock exchange regarding the exceeding of the 1% threshold, but
rumor has it that some investors might avoid complying with this request;
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 As a result of high interest in these companies, over time, local business groups and
foreign investors accumulated significant stakes in SIFs, in spite of the restriction on
holding over 0.1% of SIF shares (as  included in their constitutive acts up to 2005). This
threshold does not affect the shares' concentration process. From this point of view,
business man Catalin Chelu is considered the main local shareholder in the SIFs. On
the other side, non-residents hold over 15-20% of the SIF share capital, excepting SIF
Muntenia, where their weights are less than 10%. According to the official 2006 report,
foreign investors held 24.7% of SIF Moldova as of March 1, 2007. Also, based on a
statement made by the president of SIF Transilvania in April 2007, 400 shareholders
held a 49% stake in this company;

 The conflict between management and groups of shareholders who accumulated
important stakes is one of the main risk regarding SIFs. The events of the 2006 GSM
of SIF Oltenia, when shareholders introduced a new executive management body,
proves that strong corporate governance rules are required for SIFs, especially
regarding the separation between the executive and administrative management;

 So far, SIFs were among the few companies listed on the Bucharest Stock Exchange
that had a clear dividend policy. Up to financial year 2006, SIFs paid out dividends
between 50% and 95% of net profits. SIF Transilvania is the first financial investment
company, which will not distribute dividends for 2006, after a resolution of the
Extraordinary Shareholder Meeting, wherin shareholders approved an increase of the
share capital by own funds.

Main shareholders 
(reported starting with March 2007)

Chelu Catalin Constantin 7-May-06 1.30%
ING Bank NV and affiliates 7-May-06 1.24%
Ampelus Holding Limited 29-Mar-07 4.60%
Banca Transilvania and affiliates 29-Mar-07 7.96%
Julius Baer Investment Management LLC and affiliates 28-Mar-07 1.69%

ING Bank NV and affiliates 7-May-06 1.39%

Danske Fund Management Luxembourg & �Danske Capita 19-Apr-07 1.96%
Banca Transilvania and affiliates 29-Mar-07 0.82%
Julius Baer Investment Management LLC and affiliates 29-Mar-07 1.72%
Chelu Catalin Constantin 15-Mar-07 0.98%

Danske Fund Management Luxembourg &
Danske Capital Fund Management OY Finland

19-Apr-07 2.00%

Chelu Catalin Constantin 7-May-06 1.30%
Deutsche Bank AG, London Branch 16-Apr-07 1.01%
Banca Transilvania and affiliates 29-Mar-07 0.38%
Julius Baer Investment Management LLC and affiliates 29-Mar-07 1.54%

Chelu Catalin Constantin 7-May-06 1.45%
Julius Baer Investment Management LLC and affiliates 28-Mar-07 1.65%

Danske Fund Management Luxembourg &
Danske Capital Fund Management OY Finland

19-Apr-07 1.55%

Chelu Catalin Constantin 7-May-06 1.81%
Banca Transilvania and affiliates 29-Mar-07 0.38%
Julius Baer Investment Management LLC and affiliates 28-Mar-07 1.63%

Source: SIFs, BSE

SIF Oltenia

SIF Banat Crisana

SIF Moldova

SIF Transilvania

SIF Muntenia
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Investment vehicle in Romanian economy, especially in banking system

Each SIF holds a few hundred holdings, but the most valuable assets are the minority
stakes in BRD Société Générale and BCR. Each SIF has a 6% stake in BCR (except
SIF Oltenia, with a 6.1175% stake) and at least a 5% stake in BRD. Also, SIFs have
other holdings in Banca Transilvania and in Bancpost. At the end of 2006, these two
banks, i.e. Banca Transilvania and Bancpost, had market shares of 4.7% and 4.5%,
respectively, in terms of assets.

Most SIF holdings are in uninteresting companies without (at least immidiate) development
potential. However, in addition to bank holdings, each SIF has a few valuable stakes,
many unlisted and in which majority stakes are held (especially SIF Muntenia and SIF
Transilvania). However, there is a huge gap between the value of minority holdings in
the banks and the value of other companies in their portfolios. So, SIFs can be
considered an investment vehicle in the Romanian banking system.

There is not a clear strategy regarding the SIFs' management portfolios for the long term,
or regarding the target structure of their portfolios as a strategic objective.

Official assessment methodology of SIF holdings

In order to understand the characteristics of the SIF portfolios, one needs to understand
the official assessment methodology of shares held by financial investment companies
according to National Securities Commission Regulation no 15/2004.

The shares listed on a regulated market (BSE or BSE Rasdaq market) and traded
within the last three months are registered in Net Asset Value (NAV) using the 3-month
weighted average price;

The shares - unlisted or listed, but not traded within the past three months - are
registered based on equity taken from the last balance sheet statement reported to the
Ministry of Finance. For banks, the equity is taken from reports to the National Bank
of Romania (NBR). So, the companies in which SIFs hold over 50% of ordinary shares
are registered at a value equal to a percentage of ownership multiplied by equity. For
holdings smaller than 50%, discounts are applied as follows:

Stake <5% 5%<Stake<33% 33%<Stake<50% Stake>50% Total
SIF Banat Crisana 89 273 16 38 416
SIF Moldova* 116 129 21 13 279
SIF Transilvania 50 194 41 35 320
SIF Muntenia 73 159 8 19 259
SIF Oltenia 50 115 15 26 206

Source: SIFs; BCR Research

BCR BRD-GSG Banca Transilvania Bancpost Eximbank
SIF Banat Crisana 6.00% 4.60% 5.00% 5.15% 0.31%
SIF Moldova 6.00% 5.04% 3.99% 5.15% 0.31%
SIF Transilvania 6.00% 5.00% - 5.15% 0.31%
SIF Muntenia 6.00% 5.27% - - -
SIF Oltenia 6.12% 5.34% 4.99% 5.15% 3.27%
Source: SIFs; BCR Research

*) For SIF Moldova the figures are available on December 2006 and for the first two intervals are : Stake<10% and10%<Stake<33%

Minorities SIFs holdings in banks
March 31, 2007

Number of SIFs holdings
March 31, 2007
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- Discount of 15% for holdings between 33% and 50%
- Discount of 25% for holdings between 5% and 33%
- Discount of 50% for holdings smaller than 5%

In the case of banks and insurance companies, discounts do not apply, regardless of
an SIF's holding.

Companies declared bankrupt or with negative equity are valued at zero.

SIF assets according to sum of parts approach

We present the assets of financial investment companies divided into twelve categories
according to the type of financial instrument, liquidity, weight in SIF assets and public
information available sent to the BSE.

The values presented in the chart below are in accordance with the National Securities
Commission Regulation no 15/2004, considering adjustments in the case of assets from
categories 4, 5, 6, 8 and 9.

These adjustments were conservative, in order to avoid any possible overvaluation of
SIF holdings, as well as to indicate the characteristics of the financial portfolios.

Sum of parts approach

Category 1, 2, 3 - the same values used for recording of these assets in the official NAV;

Category 4, 5, 6 - the value of stakes in BRD, Banca Transilvania and the other BSE
holdings (cat 6) are recorded at the price as of March 30, 2007 and not using the 3-
month weighted average price like in the official NAV;

Category 7 - shares listed on the BSE-Rasdaq market were recorded at the official
values (based on the weighted average prices);

Category 8 - the BCR stake was recorded at the price of EUR 6.5 per share, according
to the offer made by Erste Bank to BCR employees. This price was 15% less than the

No. Asset Category
SIF 

Banat Crisana
SIF 

Moldova
SIF 

Transilvania
SIF 

Muntenia
SIF 

Oltenia

1 Current accounts and monetary investments
(deposits, bank certificates, TBills)

18.3 16.4 37.8 15.8 17.7

2 Units at open end funds and other specialized funds 0.2 1.3 0.0 3.2 0.8
3 Bonds (municipal and corporate) 1.6 0.4 0.3 11.4 0.0
4 BRD Societe Generale 201.5 220.8 219.1 230.8 234.0
5 Banca Transilvania 62.1 49.5 0.0 0.0 62.1
6 Other Bucharest Stock Exchange holdings 38.4 44.8 138.4 0.1 198.2
7 Shares listed on the BSE-Rasdaq market 62.5 43.5 73.3 92.6 61.3
8 BCR (unlisted) 309.1 309.1 309.1 309.1 315.1
9 Bancpost (unlisted) 27.8 27.8 27.8 0.0 27.8
10 Eximbank (unlisted) 0.7 0.7 0.7 0.0 7.8
11 Other unlisted companies 32.0 6.8 50.7 38.5 14.8

12 Other holdings (companies unlisted but traded on
the BSE- Unlisted, companies listed but not traded)

1.8 11.3 0.6 9.1 14.0

756.1 732.6 857.8 710.7 953.5
9.5 13.1 12.8 25.9 12.7

746.7 719.5 845.0 684.8 940.9
Source: Financial Investment Companies; Computes: BCR Research

Total assets

Net Assets Value (NAV) adjusted (fair value)
Total liabilities 

Fair value of SIFs assets according to Sum of Parts Approch 
(March 31, 2007); EUR mn
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price paid by Erste Bank for the majority stake in BCR. According to the Erste offer
of November 2006, BCR employees were able to choose between: 1) selling directly
to Erste at a price of EUR 6.5 per share; 2) a conversion of their BCR shares into Erste
shares at a ratio of six BCR shares to one Erste share; 3) a conversion of BCR shares
into Erste shares with the possibility of selling immediately to Erste a maximum of 50%
of shares received from this conversion;

In the official NAV, a BCR share was recorded as of March 30 at a price of RON 3.76/
share (EUR 1.12/share), which would mean that BCR is valued at EUR 889mn,
according to the official methodology;

Category 9 - the SIF holding in Bancpost was assessed at a P/BV of 2, which is
conservative, given the valuation of Romanian banks listed on the BSE;

Category 10 - the SIF holding in Eximbank was recorded at the official value, which would
mean a P/Assets ratio of about 0.34, significantly below the value of P/Assets of over
1.5 for listed banks on the BSE (BRD Société Générale and Banca Transilvania);

Category 11 - unlisted companies are recorded at official values. This is a prudent
valuation, taking into account that the fair value for most companies is greater than the
value of shareholder equity. In this category, many valuable SIF assets are included,
in addition to the minority holdings in banks. The official methodology is considered
conservative in terms of the valuation of unlisted companies;

Category 12 - for other SIF holdings, official values were used.

Characteristics of SIF portfolios according to sum of parts approach

 The gap between official NAV and adjusted NAV (according to the sum of parts
approach) is mainly explained by the valuation of BCR holdings;

 The minority holdings in banks represent at least 65% of the adjusted asset value. The
positive outlook of the SIFs is explained mainly through the development potential of the
Romanian banking system, with the CAGR estimates for the next three years at 20-25%;

 Usually, the closed-end funds are traded with a discount related to their NAV per share
(especially if they have illiquid assets in their portfolios). For this reason, the entire gap

Capitalization, NAV, NAV adjusted
(March 31, 2007); EUR mn

Indicator
SIF 

Banat Crisana
SIF 

Moldova
SIF 

Transilvania
SIF 

Muntenia
SIF 

Oltenia
Net Assets Value (NAV)* 476.3 445.8 564.9 441.8 665.0
Net Assets Value (NAV) adjusted 746.7 719.5 845.0 684.8 940.9
Capitalization 464.6 451.8 530.6 425.8 549.9
NAV adjusted/Capitalization 61% 59% 59% 61% 71%
*) Oficiall values according to Regulation CNVM no 15/2004; Computes: BCR Research 

Indicator
SIF 

Banat Crisana
SIF 

Moldova
SIF 

Transilvania
SIF 

Muntenia
SIF 

Oltenia
Weight of BCR holding 40.9% 42.2% 36.0% 43.5% 33.0%
Weight of BCR and BRD Societe Generale holdings 67.5% 72.3% 61.6% 76.0% 57.6%
Weight of all minorities holdings in banks 79.5% 83.0% 64.9% 76.0% 67.8%
Weight of assets with market value (Cat no1:7) 50.9% 51.4% 54.7% 49.8% 60.2%
Weight of Non Equity Assets Categories 2.7% 2.5% 4.4% 4.3% 1.9%
Source: Financial Investment Companies; Computes: BCR Research

Characteristics of SIFs porfolios (reported to fair value of assets)
March 31, 2007
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between adjusted NAVs and capitalizations does not have to be seen as upside potential
for SIF shares;

 The liquidity of SIF portfolios is reduced. At the fair value of their assets, SIF Oltenia
is the only SIF in which the weight of liquid assets has a market value exceeding 60%;

 SIFs are equity closed-end funds, with the weight of cash, monetary investments and
bonds in total assets (at fair value) less than 5%;

 SIFs have many uninteresting holdings with minor values, and one of their main
objectives is to sell these stakes in order to reduce the administrative expenses and
improve the management portfolio;

 Over time, SIF Transilvania and SIF Muntenia have adopted an investment policy
consisting of investments in unlisted or listed companies on the Rasdaq market. SIFs
adopted this policy particularly in the case of companies in which majority stakes are
held. SIF Oltenia has adopted a strategy consisting of investments in companies listed
on the BSE; for this reason, its adjusted NAV is at least EUR 90mn higher than the
adjusted NAVs for the others SIFs;

 Starting with 2005, SIF Banat Crisana and (especially) SIF Moldova have been
investing significant amounts in BSE companies, following SIF Oltenia's strategy.
Already, in the case of the mentioned SIFs, the new holdings in companies listed on
the BSE are the most valuable assets;

Key aspects regarding P&L account

 The revenues resulting from the sale of holdings (capital gains) will be the main sources
of revenues in the next few years (at least 50-60% of total revenues).The key growth
of SIFs' profits comes from these sales, but there are not a lot of companies that can
generate such significant revenues. SIF Moldova is in a bad position from this point of
view, while SIF Transilvania and SIF Muntenia have a few valuable holdings that could
generate important capital gains in the coming years. The unpredictability of revenues
from selling holdings induces volatility of the net profit reported by SIFs;

 Revenues from dividends received from their holdings have so far been the main
revenues, but it is expected that their weight in total revenues will slightly decrease in
the future. In spite of the investments made in the last few years in a few companies,
these did not make a significant contribution to the total dividends received by SIFs.
Thus, the value of dividends received from BRD Société Générale and BCR represented
over 85% of dividends received from all companies in which SIFs were shareholders;

 Interest revenues will be less than EUR 1-1.5mn in the next few years.
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Property Fund ("Fondul Proprietatea")

Short presentation

The Property Fund was recorded as a joint-stock company at the Registry of Commerce
on December 29, 2005. It is a closed-end fund and has to operate based on the company
law (Law no 31/1990 changed by Law no. 441/2006) and on the capital market law (Law
no 297/2004). In accordance with Law no 297, the fund will be included among non-
UCITS.

The Property Fund was set up in 2005 as a solution of reimbursing the ex-owners evicted
during the communist regime to which land property cannot be given back. Every ex-
owner has to receive compensation titles as a result of a valuation process, followed by
a conversion into Property Fund shares. The value of compensation titles issued by
Romanian authorities was EUR 400mn as of January 2007. Also, up to this date, only
100 ex-owners received shares with a value of EUR 40mn. The ex-owners who have
to be compensated via Property Fund shares should be at maximum 200,000 persons.

The Property Fund could be listed with a smaller free-float (less than 10%), depending
on the process regarding the conversion of reimbursement titles into shares. According
to officials' statements, 3% of Property Fund share capital was assigned to the ex-
owners, 97% of shares being held by the Ministry of Finance. The inheritors of Nicolae
Malaxa, one of the main Romanian manufacturers from the interwar period, will be the
main shareholders of the Property Fund, with an overall stake of 7.6% related to the initial
share capital.

 Regarding the Property Fund's administration, until an asset manager is appointed, the
fund will be managed by the Ministry of Finance, through the Surveillance Council. After
selecting the asset management company through an international public auction, it will
take over the administrative prerogatives of the Property Fund. The Surveillance Council
will have the responsibility to supervise the administration contract between the Fund
and the administration company selected. According to the statements of Romanian
authorities, 31 large international financial companies announced their intention to take
part in the selection process for  managing this fund.

The Property Fund has in its portfolio stakes in over 100 companies, and its initial
registered share capital is RON 14.2bn. The share capital of the Property Fund could
increase after its portfolio is officially valued. At establishment, the estimated value of
the assets was EUR 4-4.5bn, but in fact, at present, the NAV should be significantly
higher. The value of the Petrom and Transelectrica stakes (the largest listed holdings
of the Property Fund) alone was over EUR 1.1bn as of the end of March. However, the
fund has important stakes in 17 utility companies involved in production and distribution
of energy. We are quite keen on this sector, but it is not represented on the capital market
(except Transelectrica). Additionally, the Property Fund has other valuable holdings.

The Fund should be listed on the Bucharest Stock Exchange and an international stock
market. The Property Fund would significantly improve the visibility and liquidity of the
Romanian capital market, as high interest among foreign institutional investors would
be expected for this investment vehicle in the Romanian economy, especially in the
energy sector. The Property Fund would be one of the largest such funds in Central
& Eastern Europe.
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Current status

The Tariceanu Executive that resulted after the 2004 election included in its program
the return of all properties either by giving them in nature or by granting compensation
according to their market value. In spite of this objective, the Property Fund is not
functional yet. This closed-end fund is a subject of political disputes between Romanian
parties, especially as the Executive has minority support in the Parliament, as a result
of the Democrat Party's withdrawal from governance in March 2007. The Romanian
Executive is in a very delicate position, due to the fact that the Social Democrat Party,
which offered parliamentary support with a view to governing, is the main contester of
the Property Fund. Recently, the president of the Social Democrat Party stated that the
party requested the cancellation of the fund. It is difficult to believe that this Fund could
be dissolved, as this would involve a lot of legal problems in terms of the reimbursement
process. However, due to international pressure, the Romanian authorities will not be
able to continue avoiding a decision regarding the reimbursement of the ex-owners.

At the beginning of February, before the political turmoil, the Executive published a draft
of an Emergency Ordinance that covers the Property Fund's activity in order to allow
the floating of the Fund on the Bucharest Stock Exchange. This Emergency Ordinance
should be approved as a law by the Parliament in order to cause the expected effects.
The main provisions of this draft are the following:

 The transferability of the compensation titles, as opposed to the current legal
provisions, according to which the compensation titles cannot be transferred to third
parties until they are converted into Property Fund shares. This might result in a
concentration of such titles in the hands of some interested parties, given the high
interest of ex-owners to sell their holdings as soon as possible. This would imply the

Company Sector Stake (%)

Posta Romana Postal services 25.0%
Hidroelectrica Utility 20.0%
Nuclearelectrica Utility 20.0%
Loteria Romana Gambling 20.0%
Imprimeria Nationala Publising 20.0%
CFR Marfa Railway freight 20.0%
CN Aeroporturi Bucuresti* Airport operator 20.0%
Transgaz Utility 15.0%
Romgaz Utility 15.0%
Complexul Energetic Turceni Utility 15.0%
Complexul Energetic Craiova Utility 15.0%
Complexul Energetic Rovinari Utility 15.0%
Transelectrica Utility 13.5%
Distrigaz Sud Utility 12.0%
Distrigaz Nord Utility 12.0%
Electrica Moldova Utility 12.0%
Electrica Oltenia Utility 12.0%
Electrica Dobrogea Utility 12.0%
Electrica Muntenia Vest Utility 12.0%
Electrica Muntenia Sud Utility 12.0%
Electrica Banat Utility 12.0%
Electrica Transilvania Nord Utility 12.0%
Electrica Transilvania Sud Utility 12.0%
Petrom Oil & Gas 9.9%
Oil Terminal Oil 10.0%
Conpet Crude oil transporter 10.0%

Source: BCR Research; www.fondulproprietatea.ro

The main holdings of Property Fund

*As a result of merger between CN Aeroportul International Henri Coanda and CN
Aeroportul International Baneasa-Aurel Vlaicu
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appearance of a secondary market for compensation titles.

 The mandatory provision regarding the floating only for companies included in the
Property Fund's portfolio that are state-owned and are not subject to another privatization
strategy, which does not include the floating. According to the law in force, before the
Property Fund is listed, all companies in which the Property Fund is a shareholder
should be listed. Complying with this law seems to be quite impossible.

 The selection process of the Property Fund's asset manager is not an emergency,
so the fund manager need only be selected within 24 months after the Ordinance comes
into force. This would not be good news for investors.

 The most important item of the Emergency Ordinance draft consists of a provision
regarding a secondary public offering for a 20% stake in the Property Fund launched
by the Ministry of Finance. The value of the offer would be about EUR 800mn and it should
be launched within 90 days from the Fund's registration with the National Securities
Commission. There is a risk that such a public offering would not be welcome, due to
the opposing interests and profiles of the two categories of investors in the Property
Fund. On one side, the investors in the SPO will look for clear targets in terms of price
appreciation. On the other side, the current shareholders of the Property Fund will look
to cash in as soon as possible, which will put high pressure on the price.
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Sectors to watch
Banks

Total banking assets as of December 31, 2006, were EUR 50.9bn, reaching a
penetration rate of 51% (as a % of GDP). This degree of financial intermediation is
significantly smaller compared to Poland (69%), Hungary (104%), the Czech Republic
(98%), Slovakia (86%) or even Bulgaria (86%). The faster asset growth started in 2003
(CAGR 03-06: 41.8%), as a result of the increase of non-government loans (CAGR 03-
06:45.5%). Retail loans represented the most dynamic component (CAGR 03-06:
73.6%). Loans increased at a faster pace compared to deposits and banks started last
year to finance asset growth through bond issues in RON. On the other side, deposits
continued to reduce their weight in total funding due to the slowdown in savings.
Regarding the asset structure, there are two main components: customer loans and
interbank operations (in fact, with the National Bank of Romania). In 2006, banks did
not have alternative investment opportunities, due to the fact that the Ministry of Finance
canceled T-bill issues.

Market

There are 38 banks on the Romanian market, with the universal operators dominant,
given that there are only six specialized banks: CEC (the national savings bank),
Eximbank (a stated-owned bank specialized in foreign trade finance), Raiffeisen Banca
pentru Locuinte and HVB Banca pentru Locuinte (building societies), Procredit Bank
(specialized in operations with SMEs), and Porsche Bank (car financing).

After the takeover of BCR by Erste Bank in 2006, banks with majority foreign capital
and the seven foreign banks' branches held over 88% of the total assets as of December
31, 2006. At present, there are two Romanian banks owned by the state, CEC, Eximbank

Listed banks 

Company Reuters 
Ticker

Market share 
by assets (12/06)

BRD Societe Generale BRDX.BX 16.3%
Banca Transilvania BATR.BX 4.7%
Banca Carpatica BCCA.BX 0.95%

Source: National Bank of Romania
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and three private banks with majority Romanian capital, i.e. Banca Transilvania, Banca
Carpatica and Libra Bank.

The first five banks hold 60% of the total assets. The market is moderately concentrated,
as shown by the HHI (Herfindahl Hirschman Index) value of 1.171. On the other side,
the value of this index is slightly higher than as of December 2005, due to the increase
of BCR and BRD-GSG market shares last year. Among other significant 2006 events,
it is worth mentioning the entrance of Banca Transilvania to the top five banks by total
assets and the consolidating position of HVB after the merger with Banca Tiriac.

With Romania joining the EU, other EU credit institutions are able to operate directly
on the market or via a branch without NBR authorization. Several foreign players already
entered the market (for instance, KBC, Fortis, Millennium BCP, etc.) through greenfield
investments or by buying local financial operators. So far, 45 foreign institutions notified
the central bank of their intention to directly provide financial services within Romanian
territory.

Competition on the banking market is high, with last year witnessing a race between
banks regarding the expansion of their branch networks. Aggressive network expansion
happened especially in urban areas (cities with over 250,000 inhabitants), with the
countryside less covered. In this way, many banks tried to gain market share on the
retail side, in order to assure profitable growth of their businesses in the coming years.
In 2006, there was pressure on the net interest income, due to the banks' strategies
based (first of all) on the attractiveness of the products in terms of pricing. The net

Top 5 Commercial Banks
(December 2006)

% of total
banking system

Assets 30.7 60.3%
Loans 17.4 63.5%
Own capital 3.3 53.3%
Deposits 20.4 58.3%

Source: National Bank of Romania

EUR bnIndicator

Top 5 banks by assets volume (December 2006)

Source: National Bank of Romania
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interest rates on RON-denominated loans continued to decrease under pressure from
the intensified competition and the need to grow business volume. In these circumstances,
profitability ratios decreased in the last few years. BCR and BRD-GSG accounted for
over 60% of 2006 profit in the banking sector.

In 2006, ROA and ROE values were significantly influenced by the increase in equity
capital of banks that was generated in many cases by the FX lending limitation (a
maximum of 300% of own funds). The NBR removed this restriction in 2007.

A future challenge for Romanian banks is represented by the increase of net fees &
commissions, in order to counteract the decrease of the net interest margin in the
coming years.

Perspectives

In spite of the high loan growth in the last three years, Romania's banking market has
significant potential, taking into account the lower penetration rates compared to peer
countries and EU members. Still, there is room for further extension of assets; a CAGR
of 20-25% for the next three years is reasonable in the case of a moderate convergence
scenario for the Romanian banking system. For instance, currently only 8% of
Romanian companies have a loan. On the other side, net interest margins are still
attractive compared to EU countries.

In spite of the fast expansion of loans in the last three years, according to the "lending
indicators" for the whole banking system, there are no signals of instability, at least in
the short run. The more pronounced orientation on loans brought about an increase in
the risk of the sector, with the solvency ratio declining in 2006 by 3.8%, after three years
of maintaining around 21%. However, with good loan quality, the credit risk ratio

Branch network of Banks
2005 2006

No of outlets 3,514 4,401
Inhabitants/branch unit 6,150 4,904
Average EU 25 2,300 -

Source: BCR Research

Profitability and risk ratios 2002-2006

Source: National Bank of Romania
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remained at the same level in the last three years and the portion of non-performing loans
(doubtful and loss) was 2.8% as of December 2006.

After EU accession, there is a positive outlook regarding the dynamic of retail loans,
as a result of the National Bank of Romania removing restrictions on debt service for
individuals. On the other side, this would mean that individuals who are less eligible in
terms of current revenues will be able to receive credit. This will represent a challenge
in terms of banks' risk management. Strong competition between banks in each market
segment is expected in the coming years. Banks will focus on the retail segment, with
the main areas mortgage loans, credit cards and developing the payment system. Client
segmentation will occur the corporate banking area, with SMEs and municipalities the
most interesting business lines. A major objective for each bank will be increasing the
average number of products sold to one client.

A challenge for the Romanian banking system is financial assistance after EU-
accession, namely the co-financing of over EUR 27bn from the EU in the period between
now and 2013. The banking sector will play a major role in the running of projects in
terms of expertise, adequate structure, co-finance and networks.

Net profit of Romanian banks

Source: National Bank of Romania

323.24

447.54

556.63

670.52

357.92
15.3%

10.8%

33.6%

6.3%

18.7%

0.00

200.00

400.00

600.00

800.00

2002 2003 2004 2005 2006
0%

10%

20%

30%

40%

Net Profit (EUR mn) Net Profit Growth [in RON terms]



Country Report Romania, May 29, 2007 Page 56

Country Report
Oil & Gas

Romania was the first country to have produced oil and gas in an industrialized way,
and has done so since the middle of the 19th century. As a result, the country was heavily
explored for hydrocarbons and most of the oil and gas fields are well-exploited. The
majority of the crude oil deposits are located in the southern part of the country (around
the cities Ploiesti and Pitesti), while significant gas reserves are located in Transylvania.
One potential and not fully covered area is the Black Sea, where significant exploration
activity has been started recently.

Last year, the international petroleum consultancy firm DeGolyer and McNaughton
appraised the reserves of Petrom, the sole producer of crude oil in Romania. According
to the audit, the proved reserves as of December 31, 2006, amounted to approximately
940mn barrels oil equivalent. In these circumstances, Romania is in the first five
European countries in terms of oil reserves.

Production of crude oil and natural gas

Petrom is the sole Romanian crude oil producer. It holds both onshore and offshore
exploration blocks. Out of its entire Romanian crude oil output, 10% comes from the
Black Sea offshore oil fields. In 2006, Petrom produced 4.78mn tons of crude oil,
representing 100% of domestic produced crude oil, whereas it processed 6.9mn tons,
which represent 49% of the total crude oil processed by Romanian refineries.

Listed companies from sector

Company Reuters Ticker
Bucharest

Stock Exchange
Petrom SNPP.BX First Tier
Rompetrol Rafinare ROMP.BX Second Tier
Oil Terminal OILT.BX Second Tier
Rafo RAF* Unlisted market
Conpet COTE.BRK Rasdaq market
Condmag COMI.BRQ Rasdaq market
Dafora DAFR.BRQ Rasdaq market
Armax ARAX.BRQ Rasdaq market
*BSE Ticker. Source: Bucharest Stock  Exchange

Romanian crude oil production (mn tons)

Source:  National Institute of Statistics; Petrom
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Various negative factors have influenced Romania's oil production, which has fallen by
20% over the last six years (from 6.01mn tons in 2001 to 4.78mn tons in 2006). In the
last two years, domestic crude production was affected by the electricity shutdowns
caused by the severe floods in 2005 and the natural decline in combination with
restructuring efforts and infrastructure issues (2006).

For 2006, the cost of domestic production of crude oil was 13.73 USD/boe, 6.8% higher
y/y. This increase is due to the lower oil and gas production, third party services, staff and
material cost increases, the ongoing restructuring efforts, as well as the impact of FX rates.

Petrom also plays an important role in the production of natural gas, accounting for
approximately half of Romanian gas production. Romgaz, Romania's largest producer
of natural gas, extracts more than 6bn m3 of gas per year, providing almost half of the
country's annual gas output.

Romanian consumption of natural gas is 70% covered by domestic production, while
30% is supplied by Russia. Two companies are responsible for 98% of natural gas
production, Romgaz and Petrom, whereas the remainder is produced by two private
operators, Amromco and Wintershall. There are 19 distributors, although the market
is dominated by Distrigaz Sud (owned by Gaz de France) and Distrigaz Nord (owned
by E.ON-Ruhrgas).

Unlike other CEE countries, Romania did not ask for derogation in energy pricing. This
means that the country is moving the entire market in the direction of liberalization.
Despite significant price hikes in the previous years, domestic prices are still some 45%
below the import (Russian) price level. Romania intends to raise these prices by the end
of 2008/beginning of 2009. We estimate that producer prices could rise to the level of
USD 220-250/1,000 cm level. OMV, the mother company of Petrom (with a 51% stake),
already indicated its intention to set up a fund to compensate some households that
cannot afford higher natural gas prices.

2006 Natural gas market

Source: Petrom

Romgaz
35%

Petrom
34%

Imports
30%

Others
1%

Romanian gas prices in USD/1,000 cm
2005 2006

Import gas price 220 297

Regulated domestic price for producers 94 122

Regulated gas price for industrial customers* 195 287

* including logistics and distribution margins. Source: Petrom.
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Refining

The Romanian refining industry is currently facing two crucial issues. There is a
capacity issue, as the current refining capacities of 19.2mn tons are far ahead of the
current consumption level of 13-14mn tons. The structure was formed during the years
of socialism, when other aspects of planning (military, security of supply) were put
ahead of economic reasons. Most of the refineries in Romania are small or medium size
with low Nelson complexity. The second problem is a quality issue, as most of the
refineries in Romania are out-of-date and cannot meet the required European
standards. In order to improve the quality of the assets, large capital expenditure is
required from the side of Romanian refineries. We reckon that not all of the participants
will be able to make these steps, which could lead to a further consolidation on the market
and the dropping out of smaller and less-efficient units.

The Romanian refining sector consists of ten refineries that can be divided into two broad
categories in terms of capacity and complexity: five large refineries with nominal
capacity of over 3.5mn tons per year and five small refineries that specialize in low
volume products. Out of the total number of refineries, six are operational, i.e. Arpechim
(Petrom), Petrobrazi (Petrom), Petromidia (Rompetrol), Petrotel (Lukoil), Rafo (Balkan
Petroleum) and Steaua Romana (Omnimpex Chemicals), whereas four are not
operational, namely Astra, Darmanesti, Vega and Petrolsub.

Romanian crude oil production

Company

Nameplate 
capacity

(mn tons)

Processing 
capacity 

(mn tons)

2006
Utilization

rate

Petrom 8.0 6.9 85.8%

Arpechim 3.5 3.4 98.2%
Petrobrazi 4.5 3.4 76.1%

Rompetrol Rafinare 4.8 3.7 77.1%

Others 6.4 3.1 n/a

TOTAL 19.2 13.7 71.4%
Source: Company data

Domestic gas prices for producers (wellhead prices)

Source:  BCR
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Petrom's refineries: Petrom owns two of the most important Romanian refineries,
Arpechim and Petrobrazi, which together account for about half of domestic crude
processing capacity. In the next period, Petrom's refining strategy is to modernize the
two refineries. Thus, Petrobrazi will be expanded to 6mn tons per year and will be
reconfigured for optimal processing of Petrom domestic crude oil. Investments at
Arpechim will focus on efficiency and yield improvement. To ensure maximum flexibility
of operations, the company intends to build new crude and product pipelines connecting
Arpechim and Petrobrazi.

Rompetrol Rafinare Constanta: Rompetrol Rafinare Constanta is one of the most
modern refineries in the Balkans and the largest refinery in Romania. After the
privatization with the Rompetrol Group NV, the refinery's activity was switched from low-
sulfur sweet crude oil to sour or high-sulfur content (Ural-type), which means a lower
input cost.

Petrotel-Lukoil Ploiesti: Petrotel refined 2.3mn tons of crude oil in 2006 and is likely
to improve its performance this year. The refinery plans to build a co-generation
(heating/power) plant this year.

Rafo Onesti: The refinery ceased operations last June and announced that the
operations would restart when it reaches an agreement with the Finance Ministry on
USD 200-250mn owed to the budget. Rafo has been in judicial reorganization and
bankruptcy since 2004, and is under a financial restructuring program.

Marketing and distribution

Refined petroleum products are carried from the refinery to consumers via pipeline
systems, ships, rail cars and trucks and may be stored in distribution terminals before
reaching the final destination, the customer's tank.

In Romania, the marketing and distribution market of refined products is fully liberalized
and open to competition. However, Petrom (majority-owned by Austria's OMV) is the
main player on the Romanian fuel retail market, with a market share of 28% at the end
of 2006. Aside from Petrom, the other major participants on the market are Rompetrol,
Lukoil, MOL and Agip. The enclosed table summarizes the current market position of
fuel retailers.

Storage and transportation

The storage and transportation of crude oil is undertaken by Conpet and Oil Terminal.
Conpet Ploiesti is a state-owned company that operates the national crude oil pipeline
transport system. The transport network covers approximately 4,500km of pipelines
extending across 24 counties.

Oil Terminal Constanta is the largest operator on the seacoast, specializing in crude
oil, petroleum and liquid chemical products, other products and raw material handling

Filling stations (end of 2006)
Petrom 593
Lukoil 291
Rompetrol 281
OMV 42
MOL 120
Agip 26
Sources: Company data
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for import/export and transit. It has three storage farms through which the refined
products are handled.

Oil Terminal represents Romania in the Constanta-Trieste pipeline project, which will
cross Romania, Serbia, Croatia, Slovenia and Italy. The value of this construction (which
will be finalized in 2010) is estimated at EUR 3.5bn. The pipeline will ensure the supply
of oil from Kazakhstan and Azerbaijan for refineries in the north of Italy and Central
Europe. Constanta will be the starting point for the pipeline, with Oil Terminal the most
important such facility in southeastern Europe.

The total storage capacity of Oil Terminal reaches 1.7mn m3, whereas crude oil storage
capacity is 0.55mn tons. The storage capacity of chemical products is 67,000 m3. The
highest vehicular capacity for crude oil is 24mn tons per year, while oil product export
capacity is 10mn tons per year.

The storage of natural gas is undertaken by Romgaz, a local natural gas producer.
Romgaz operates six underground natural gas deposits of its own, as well as another
three deposits run in association with other companies. The Romgaz-owned underground
natural gas deposits have a capacity of over 2.55bn m3.
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Utilities

The future activity of Romanian companies from the utility sector will be highly influenced
by the energy sector strategy, which is to be debated within the government. After the
government's approval, which is expected in June, the energy sector strategy has to
be approved by the Parliament.

So far, Romania has privatized five of eight distribution operators, while all electricity
producers are state-owned. The strategic investors involved in the distribution field have
proven the interest in the Romanian energy sector.

Government energy strategy

The energy sector strategy aims to turn companies like Romgaz (a natural gas
producer), Hidroelectrica (a hydro-power producer) and Nuclearelectrica (a nuclear-
power producer) into important players in the relevant regional market, following the
successful story of CEZ. As regards the three companies, the representatives of the
Ministry of Economy and Finance made some statements regarding the intention of
floating Romgaz, Hidroelectrica and Nuclearelectrica on the Bucharest Stock Ex-
change (BSE). In the case of Transgaz, the floating procedure is already advanced,
with the offer expected to take place most likely in the first quarter of 2008. In 2006,
Transelectrica, the power grid operator, was the first utility company listed on the BSE.
According to the Ministry of Economy and Finance, the listing of Transgaz,
Nuclearelectrica, Hidroelectrica and Romgaz could bring about EUR 1.5bn to the state.

The main objective of the energy strategy is that Romania is to become independent
from the energy resources point of view. According to governmental statements a key
point is represented by the increase of both the nuclear and hydro power output, so
that by 2015, national production increases by 25%. For 2015, officials mentioned that
a targeted structure could be as follows: 30% nuclear energy, hydro power 30-35%,
with the rest to be produced based on coal, black oil and gas. This means that Romania
will become the main energy exporter on the regional level, mainly because domestic
consumption generated by industry should decrease in the coming years.

Energy acquisitions

Target company Buyer Stake
Deal Value

(EUR mn)
Announced 

date
Distrigaz Sud Gaz de France 51% 310.3 18-Oct-04
Distrigaz Nord E.ON Ruhrgas A.G. 51% 303.0 21-Oct-04
Electrica Banat Enel S.p.a. 51% 73.9 19-Jul-04
Electrica Dobrogea Enel S.p.a. 51% 53.5 19-Jul-04
Electrica Moldova E.ON Ruhrgas A.G. 51% 100.8 4-Apr-05
Electrica Oltenia CEZ a.s. 51% 166.5 5-Apr-05
Electrica Muntenia Sud Enel S.p.a. 68% 820.0 Not completed

Source: BCR Research

Utilities
Company Status IPO

Transelectrica Listed June 2006
Transgaz Unlisted Q1 2008
Nuclearelectrica Unlisted uncertain 2008/2009
Hidroelectrica Unlisted uncertain 2008/2009
Romgaz Unlisted uncertain 2008/2009

Source: BCR Research
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Energy intensity (electric power consumed to produce one GDP unit) has decreased
by more than half since 1990, but is nonetheless three times higher than the EU average.
The decrease of energy intensity will allow for the excess produced energy to be
channeled towards export in the coming years. For this reason, Romania is well
positioned in the Balkans, where a lot of countries encounter obstacles in ensuring
electricity supplies, especially after the Kozloduj nuclear power station (Bulgaria) was
closed down after EU accession. This power station covered an important part of the
regional energy deficit. Also, it is envisaged that Romania could export almost 25-30%
of its produced energy in 2015.

In addition to the nuclear and hydro electricity strategy, Romania will also focus on
energy produced in thermoelectric power plants, as it holds coal reserves for efficient
exploration for more than 50-70 years. Conditions in this respect include privatization
and high investments for the modernization of the three energy complexes, Turceni,
Craiova and Rovinari. Following the privatization process, which is expected to be
completed by the end of 2008, the three energy holdings will be streamlined in order
to be in accordance with EU environmental requirements. The Romanian authorities
have already received non-binding statements of interest from major investors in this
field.

Nuclear
9%

Hydro
29%

Thermal
62%

2006 Domestic electricity resources

Source: INS

Dynamic of electricity produced y/y

Source: INS
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Romania also has to fall in line with the EU strategy that 20% of energy sources must
come from renewable resources by 2020.

Nuclearelectrica - This year, the company is going to put into service the second plant
at Cernavoda, with a capacity of 700MW. The Romanian authorities intend to start the
building of the Cernavoda Nuclear Power Plant's reactors 3 and 4, in partnership with
private investors.

Total investments are to reach about EUR 2.2bn. A new company will be established
to operate the two units. Nuclearelectrica will hold a stake in this company, due to its
already existing assets. The rest of the shareholders are investors who will finance this
project.

Hidroelectrica - This firm supplies some 30% of Romania's energy, although the
company only operates about 50% of Romania's hydro-energy potential. According to
company representatives, by 2025, the company aims to ensure 50% of domestic
output. In this respect, important investments are to be made, estimated at around EUR
1bn. The scheduled investments by 2011 amount to EUR 350mn and refer to
streamlining and replacing existing plants. According to commitments assumed by
Romania towards the EU, Hidroelectrica has to sell all 150 functional micro power
stations owned by the company at the beginning of 2006.

Transgaz - This firm operates Romania's gas transportation system, which is
composed of 12,200 kilometers of pipes. Among Transgaz's objectives are the
upgrading and modernization of the pipeline network, as well as its development in
providing natural gas in new consumption areas. The national natural gas carrier will
represent Romania within the Nabucco international pipeline project. The gas pipeline
aims to provide greater energy independence from Russia (Europe's traditional
provider) for Romania and other countries. The company's investment budget for this
year was set at EUR 53-58mn for the upgrading of the transport networks and the
development of new ones. Transgaz estimates for 2007 a turnover of RON 1.12bn, 33%
higher than in the previous year, and a gross profit of RON 224mn, close to the 2006
level.
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IT market

In the final phases of preparation for accession to the EU, the IT markets of Romania
displayed strong dynamics. The Romanian IT market grew by 19.0% overall in 2006,
with the strongest sector being computer hardware. Continued government reform
efforts, privatization in the energy sector, high levels of foreign direct investment and
economic growth exceeding 6% all contributed to substantially increased spending on
IT.

The Romanian IT market is definitely still at the beginning of a rather long growth period,
as IT infrastructure has to be built in various sectors (public, industry, telecom, SME,
etc.). The split by product groups supports this picture, as more than 73% of IT
investments are still hardware related (2006). Hence, software and IT services only
account for about 11% and 16%, respectively. Comparing the product group mix to
Western Europe (EU 15; 2006), we arrive at a split of 33%, 23% and 44%, respectively.
This difference suggests upside potential that should be tapped in the following years
and decades, as this is the estimated timeframe Romania should at least need to catch
up with Western European IT spending per capita, given the current growth rate
differentials.

Beneficiaries of this expected growth potential are definitely both the local and
international IT companies active in Romania. Given the current product group mix,
these companies will not only benefit from the growth rates influencing their bottom lines,
but also by the shift of the product group mix towards higher-value IT services and
software. These product groups will offer much higher gross margins and it should be
easier to reach economies of scale.

Romania and its near shoring potential

In the last few years, Romania has qualified as a near shoring country, providing
(especially) Western European countries with an attractive market environment for
sourcing out parts of their IT services. Not only is the average wage among the cheapest
in Europe, but also a qualified workforce (IT knowledge), cultural similarities, improved
economic and political environment following EU accession and geographical proximity
all helped to attract the attention of many companies that chose to outsource their IT
operations to Romania. International IT companies (e.g. HP, S&T) have established

Romania IT Market split by product groups (RON mn)

Source: EITO, Erste Bank
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outsourcing centers in Romania, aiming to attract both local and international clients.
Despite these positive arguments in favor of a prosperous development in the near
shoring field, several conditions need to be met for Romania to manage to keep its status
as a preferred near shoring country. These conditions include the cost advantage
against other EU countries and further improvement of the language skills of local IT staff.

Market consolidation as driver

In 2004, the top 10 Romanian IT service market players accounted for only 70% of the
market value. In mature markets, this percentage is represented by the biggest 3-5
market players. Hence, we would expect the market consolidation to pick up in the
following years. Among the acquirers, we would expect mainly medium-size interna-
tional players that are active in the entire region like S&T, SBS, T-systems, or the Polish
ITs, which are currently expanding their presence outside of their home country. Asseco
Poland has already communicated its intention to take over two Romanian companies
within the next few months. The large Romanian IT companies, like Flamingo, SoftWin
and Romsys, will also have to drive their expansion on the home market or abroad in
order to remain independent. Apart from reducing the number of market players, these
investments will further enrich the country's IT know-how. This argument is further
supported by a statement by a PAC-representative, who estimates the merger potential
for the Romanian IT market at EUR 50mn. In order to finance their expansion, some
of the Romanian IT companies might even be encouraged to float on the Bucharest Stock
Exchange in order to raise capital.

Romanian IT market in 2005

Taking a look at the market for IT companies, international companies have already
taken the lead. Among the ten biggest market participants, there are only three
Romanian companies. On the other hand, it should be noted that we do not only deal
with IT integrators, even if all of the mentioned companies deal with IT integration and
consulting as well. SoftWin, for example, is also active in the field of software
development. The company has managed to establish its anti-virus software "BitDefender"
internationally. In January 2007, BitDefender was even rated the top anti-virus program
in a survey performed by TopTen Reviews. The company has managed to grow ahead
of the market, as it is rated among the top 10 for the first time.

Source: Industry data

IT Integrators 2005
1 IBM Romania
2 HP Romania
3 Romsys 
4 Siveco Romania
5 Ness
6 Oracle
7 Forte
8 S&T Romania
9 UTL Systems
10 SoftWin
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Romania vs. CEE

After having discussed the Romanian IT market on its own, we would also like to provide
an overview showing Romania in comparison with other CEE markets. After a strong
year in 2006, during which Romania's IT market surged by 19%, EITO now expects a
slowdown in 2007 and growth of 7.6%. We would not pay too much attention to this big
jump and would instead focus on the catch-up potential the Romanian IT market offers
in the long run. With IT spending per capita of just 8.3% of the level seen in the EU 15,
the IT market will have a long period in which the IT sector is expected to benefit from
this difference. Alternatively, one could also compare IT spending as a percentage of
GDP; here, Romania's 1.3% is significantly below the EU15 average of 2.7% (Source:
EITO 2007). Based on these figures, IDC assigns Romania the biggest growth potential
in the CEE region in the medium term.

Potential for hardware resellers - Flamingo

Given the current situation in Romania, where the penetration rate of hardware is still
far below the EU average (PCs 2005: 11.3% vs. ~ 60%), hardware resellers should
benefit from increasing demand for hardware. Nevertheless, resellers will also face
some pressure on margins in the course of time. In order to avoid margin declines,
resellers should start to diversify and focus on services to (e.g.) SMEs. It would be easier
for companies to build up diversification strategies over a longer period of time, as this
would be cheaper and would suffice to keep companies growing at market rates.

IT spending / capita 2007e IT market growth 2007e

Source: EITO, Erste Bank
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Pharmaceuticals

Similarly to other CEE countries, the Romanian pharmaceutical market recorded fast
growth since the beginning of the 1990s, after the collapse of the communist regime. In
the period 2002 to 2006, Romanian pharmaceutical market turnover grew 2.5 times,
reaching a level of EUR 1.55bn in 2006. While the government healthcare reform has been
gradually improving conditions in publicly financed healthcare, the cash constraints
(including resulting delays in receivables collection) remain, as evidenced by the much
slower tempo of the hospital drug sales segment. Hospital drug sales went up from EUR
199mn in 2002 to EUR 322mn in 2006, an increase of 62%. Still, sales in the retail segment
(pharmacies) practically tripled over the same period, from EUR 412mn in 2002 to EUR
1,232mn in 2006 (all data according to market research company Cegedim).

Market structure

According to Cegedim, the Romanian pharmaceutical market notched a very hefty 23%
y/y rise in wholesale prices to EUR 1.55bn (up from EUR 1.27bn in 2005). Similarly to
the previous years, the retail segment remained the key driver behind these developments.
Retail drug sales jumped 28.5% y/y to EUR 1,232mn, to account for 79.3% of the total
Romanian market sales, with the remaining EUR 322mn (up by 4,1% y/y) representing
hospital drug sales.

Prescription drug sales accounted for a major chunk of drug sales in pharmacies in
2006, totaling EUR 977.1mn (RON 3.44bn), up by 25.7% y/y, whereas OTC product
sales reached EUR 255mn (RON 897mn), up by 22.5% y/y.

Cardiovascular medicines topped the sales by therapeutic category in 2006, amounting
to RON 1.07bn, up by 32.2% in a y/y comparison. Medicines for blood and blood-
forming organs were the most dynamically growing segment, jumping by 33.3% y/y in
2006. At the same time, sales of musculo-skeletal drugs increased by 27% y/y.

Sales of generic drugs accounted for almost 40% of the total drug sales in value terms
on the Romanian market in 2006.

The swift tempo and high growth prospects of the Romanian pharmaceutical market
attracted the attention of international players, who entered the market on a bigger scale
over the past decade, including direct investments into Romanian pharma companies.

Romanian Pharmaceutical market (EUR bn)       Romanian Pharmaceutical market

Source: Cegedim         Source: Cegedim
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Year
Total

(EUR mn)
Retail

(EUR mn) %
Hospitals
(EUR mn) %

2002 611 412 67.4% 199 32.6%

2003 600 425 70.8% 175 29.2%

2004 961 685 71.3% 276 28.7%

2005 1,268 959 75.6% 309 24.4%

2006 1,554 1,232 79.3% 322 20.7%
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The market statistics provided by Cegedim demonstrate this trend very clearly. With a
market share of 8.1%, GlaxoSmithKline (together with its Romanian subsidiary,
Europharm) kept its position as the Romanian market leader in 2006 in value terms,
followed by Hoffmann La Roche and Sanofi-Aventis. The main local manufacturers
ranked only in the second half of the top ten in 2006. With a market share of 5.0%, Zentiva
(including Sicomed) occupied seventh place, followed by Terapia and Antibiotice,
ranking eighth and ninth, with market shares of 4.3% and 3.2%, respectively.

Perspectives

The Romanian pharmaceutical market's growth prospects remain very solid. While
Romania is the second largest CEE country in terms of population (22mn), in terms of
its healthcare spending as well as drug consumption, it lags well behind the CEE average,
to say nothing of the persisting wide gap to Western European standards. Improving
living standards, on the way to catching up with the EU (which Romania entered in
January 2007), an aging population, rising health consciousness and, last but not least,
the comprehensive ongoing healthcare reform (including the introduction of private
health insurance), all bode well for keeping the Romanian pharmaceutical market growth
in double-digit terms in the coming years. For 2007, another 15% y/y growth is projected
by the EIU.

Assuming an average GDP rise of 8% per year and a 6% allocation of GDP for
healthcare expenses, (in line with the European average), the Romanian health sector
budget in 2012 is anticipated to amount to some EUR 8-9bn, out of which EUR 3-4bn
will be used for drug expenditures. This would translate into drug consumption of EUR
170-200 per capita in 2011, compared to EUR 70 in 2006 and EUR 57 in 2005. By
comparison, drug consumption in France stands at EUR 400 per capita and at EUR 485
in Germany.

Mergers and acquisitions

The dynamic market growth, improving regulatory framework in Romania (with more
to come after the country's EU accession), along with the relatively small size (and
affordability) of acquisition targets, brought the Romanian pharmaceutical industry

GlaxoSmithKline Hoffmann La Roche Sanofi-Aventis Novartis
Pfizer Servier Zentiva Terapia
Antibiotice Krka DD Eli. Ully Menarini
Sindan Pharma Lab. Ozone Labormed Gedeon Richter
Schering Plough Novo Nordisk Merck&Co Astrazeneca
Others

2006 Pharmaceutical market share

Source: Cegedim

Company Sales (EUR mn)

I GlaxoSmithKline 125.5
II Hoffmann La Roche 110.4
III Sanofi-Aventis 100.2
IV Novartis 96.3
V Pfizer 92.4
VI Servier 81.4
VII Zentiva 80.6
VIII Terapia 66.7
IX Antibiotice 49.7
X Krka DD 40.1
XI Others 710.7

2006 Top 10 players
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under the spotlight during the last few years. Apart from multinational players (GSK's
purchase of Europharm), the leading CEE pharmaceutical producers decided to build
a strong foothold in Romania (Richter Gedeon's purchase of Armedica and Lek's
acquisition of Pharmatech). Until now, the biggest transaction undertaken by a CEE-
based pharmaceutical player in Romania was Zentiva's acquisition of Sicomed, the
largest Romanian generics manufacturer.

In October 2005, Zentiva acquired Cyprus-based investment company Venoma
Holdings Ltd, which owned 51% in Romania's Sicomed, in a deal worth USD 149.8mn.
Later on, following a public buyout offer, Zentiva increased its stake in Sicomed to the
current 74.9%.

Nevertheless, the most sizable deal on the local pharmaceutical market was registered
in March 2006, when Indian pharmaceutical company Ranbaxy bought Terapia Cluj for
USD 324mn. (Here it is worth mentioning that, at that time, Terapia was already in the
hands of the Advent International Fund, which purchased the company for USD 49.5mn,
following two takeover bids in 2003 on the Bucharest Stock Exchange.) Also, in March
2006, a smaller Romanian pharmaceutical niche player, Sindan, was acquired by
Iceland-based Actavis for USD 178mn.

Apart from Sicomed (majority-controlled by Zentiva), Antibiotice is the largest Romanian
pharmaceutical company listed on the Bucharest Stock Exchange. At the same time,
Antibiotice is currently the only majority state-owned Romanian pharmaceutical
producer. The Authority for State Assets Recovery announced last year its intention
to sell this drug producer. According to the latest information, seven pharmaceutical
producers, 12 investment funds and three distributors have submitted their letters of
intent. The privatization announcement is expected to be released in October 2007.

This leaves Biofarm, a private company that was taken over in 2005 by the five SIFs
as a potential takeover target. At present, three financial investments companies (SIFs)
together hold about  35% of the drug producer. The company is listed on the Bucharest
Stock Exchange.

Mergers and Acquisitions

Company Stake 
acquired

Price
(USD mn)

Purchaser P/E P/Sales

Sicomed 74.9% 150 Zentiva 34.3 2.7
Sindan 100.0% 178 Actavis n.a. 2.2
Terapia 96.7% 324 Ranbaxy n.a. 4.1

Source: Erste Bank
Note1: Terapia based on 2005 pro-forma results
Note2: Sicomed's ratios based on Sicomed's 2005 actual results

Company Type of activity Stock Exchange
Antibiotice Manufacturer Bucharest
Biofarm Manufacturer Bucharest
Sicomed Manufacturer Bucharest
AD Pharma Wholesaler&Retailers London

Listed companies from sector

Source: BCR Research
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Company description Sales breakdown (2006)

Strength/Opportunities Weakness/Threats

Source: Company data

A&D pharma, the Dutch holding company that owns the
largest integrated pharmaceutical wholesale and retail
business in Romania, entered the London Stock Exchange
in October 2006, following a EUR 136mn IPO. Exploiting
opportunities in the fast advancing Romanian pharmaceuti-
cal market, A&D pharma's market share steadily improved
since its foundation in 1994 to reach 24% in the pharmacy
segment of the wholesale market by end-2006; its number of
pharmacies rose to 206 the same time. In the period between
2003 and 2006, the company's consolidated sales jumped
from EUR 95.5mn to EUR 331.6mn, while net profit soared
from EUR 4.2mn to EUR 17.8mn over the same period.

z Excellent position in Romania, one of the most dynamically
developing pharmaceutical markets in the region

z  Know-how in building up and expanding a vertically
integrated wholesale-retail business has potential to be
successfully repeated in neighboring countries with a similar
market environment.

z A&D Pharma's business is heavily influenced by state
regulatory measures, including limits on markups, which
represent a key factor for the company's profitability margins.

z Bringing Romanian market practices closer to EU stan-
dards, along with high growth prospects of the pharmaceutical
market, attract more foreign players into pharmaceutical
wholesale and distribution, with resulting tightening competition
and pressure on profitability.

A&D Pharma Accumulate

ROMANIA / Pharmaceuticals
Vladimira Urbankova (+4202) 24 995 940 

urbankovav@erstebank.com

EUR mn 2006 2007e 2008e 2009e

Total revenues 331.6 440.1 557.5 691.9

EBITDA 28.1 37.7 48.4 60.8

EBIT 23.3 31.7 41.1 52.5
Net profit 17.8 24.3 32.4 42.2

EPS (EUR) 0.53 0.73 0.97 1.27
CEPS (EUR) 0.86 0.91 1.19 1.51
BVPS (EUR) 9.04 9.66 10.44 11.45

Div/share (EUR) 0.11 0.19 0.25 0.32

EV/EBITDA (x) 16.4 12.5 9.7 7.6

P/E (x) 23.3 17.0 12.8 9.8

P/CE (x) 14.4 13.7 10.4 8.2

Dividend yield 0.9% 1.6% 2.0% 2.6%

Operating margin 7.0% 7.2% 7.4% 7.6%

Net margin 5.4% 5.5% 5.8% 6.1%
Performance 12M 6M 3M 1M
in EUR 0.7% 1.1% -0.5% 8.2%

GDR price (EUR) 12.4 Reuters ADPHq.L Free float 34.0%
Number of GDRs (mn) 33.3 Bloomberg 824278Z Shareholders Sograno B.V (59%)
Market cap. (EUR mn) 414.7 Target price (EUR) 14.6
Enterprise value EUR mn) 473.1 Ex-dividend date 6/25/2007
Average daily turnover 3M (pcs) - Index weight (BETI) - Homepage: www.adpharma.ro
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Company description Sales breakdown (2006)

Strength/Opportunities Weakness/Threats

Source: Company data

Antibiotice is the last state-owned pharmaceutical company,
with a market share of 3.21% in 2006. The company was
placed among the main 10 drug producers in a few
therapeutic groups: dermatology products (first place), anti-
infectious drugs (third place) and muscle and skeletal drugs
(tenth place). The hospitals business line had a weight of
35% in sales, while the remaining 65% represents the retail
market, which is split between RX drugs (45%) and OTC
drugs (20%). In 2006, Antibiotice exported its products to
39 countries, being the No. 2 supplier of nystatine worldwide,
with a 25% market share. The interest in a takeover of the
company is high. In this respect, seven drug producers,
12 investments funds and three local drug distributors have
submitted their letters of intent.

z CAGR estimates for drug consumption of at least 15% in
next five years
z Brand awareness, high quality standards
z High interest in takeover of majority stake
z Launching of significant new products with higher value-
added in other therapeutic areas than anti-infectious
drugs
zOpportunities from healthcare reform and introduction of
private health insurance

z Strong competition with both local producers and multinatio-
nal players
z High dependence on public healthcare system, causing
delays in payments
z Significant currency exposure
z Restructuring process after privatization

Antibiotice

ROMANIA / Pharmaceuticals

Share price (RON) 1.8 Reuters ATBE.BX Free float 29.3%
Number of shares (mn) 455 Bloomberg ATB RO Shareholders SIF Oltenia (10.1%)
Market cap. (RON/EUR mn) 814.3 /  248.4 Target price (RON) - Auth. State Assets Recovery (53.02%)
Enterprise value RON/EUR mn) 827.0 /  252.2 Ex-dividend date 5/14/2007 Broadhurst Investments, Lindsell Ent. (7.68%)
Average daily turnover 3M (pcs) 188,298 Index weight (BETI) 4.11% Homepage: www.antibiotice.ro

RON mn 2003 2004 2005 2006

Total revenues 120.7 139.8 164.9 193.4

EBITDA 24.9 23.9 41.4 40.9

EBIT 18.3 16.9 26.3 29.1
Net profit 11.9 12.4 19.7 23.8

EPS (RON) 0.034 0.031 0.043 0.052
CEPS (RON) 0.054 0.051 0.082 0.078
BVPS (RON) 0.189 0.187 0.194 0.244

Div/share (RON) 0.011 0.000 0.000 0.022

EV/EBITDA (x) 25.4 31.1 20.3 20.2

P/E (x) 51.9 58.3 41.4 34.2

P/CE (x) - 35.0 21.9 22.9

Dividend yield 0.6% 0.0% 0.0% 1.2%

Operating margin 15.2% 12.1% 16.0% 15.0%

Net margin 9.8% 8.9% 11.9% 12.3%

Performance 12M 6M 3M 1M
in RON 28.8% 2.9% -4.8% -1.6%
in EUR 38.2% 9.5% -1.7% 0.2%
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Source: Company data

Banca Transilvania

ROMANIA / Banking & insurance
Share price  (RON) 0.7 Reuters BATR.BX Free float 70.9%
Number of shares (mn) 3933.5 Bloomberg TLV RO Shareholders EBRD (15%), SIFs (14.12%)
Market cap. (RON/EUR mn) 2,930.5 /  893.4 Target price (RON) - Homepage: www.bancatransilvania.ro
Average daily turnover 3M (pcs) 6,801,033.0 Ex-dividend date - Index weight 13.9% (BET)

RON mn 2003 2004 2005 2006

Total income 168.2 266.4 458.8 762.7

Operating profit 61.3 90.1 137.1 169.0

Profit before taxes 42.6 78.1 122.3 128.7
Net profit 31.3 60.8 108.6 114.4

EPS (RON) 0.032 0.046 0.046 0.029
BVPS (RON) 0.212 0.223 0.217 0.200
Div/share (RON) 0.000 0.000 0.000 0.000

P/E (x) 23.1 16.4 16.2 25.6

P/BV (x) 3.5 3.1 3.4 3.7

Dividend yield 0.0% 0.0% 0.0% 0.0%

NIM ave. assets 8.6% 7.3% 6.7% 5.4%

ROE 17.4% 23.2% 26.1% 17.5%

ROA 2.7% 3.0% 2.8% 1.7%

Cost/income ratio 63.5% 66.2% 70.1% 77.8%

Performance 12M 6M 3M 1M
in ROL 26.7% 14.2% 4.9% 6.8%
in EUR 36.0% 21.5% 8.1% 8.7%

At the end of 2006, Banca Transilvania became the No. 5
Romanian bank in terms of assets, with a market share of
4.7%. This was the first bank listed on the Bucharest Stock
Exchange in 1997 and it used the capital market in order
to finance its aggressive development. At the end of April
2006, Banca Transilvania had a network of 367 units and
5,000 employees. A key item of its strategy consists in
focusing on the SMEs business line. Among its ambitious
2007 targets are: to reach one million active clients, assets
of EUR 3.5bn and loans of EUR 2.2bn. The bank intends
to invest EUR 48mn in order to open 100 new units,
upgrade its IT and card system and develop its
subsidiaries.

z High potential for all segments of banking sector in next
three years
z Rapid expansion of bank in recent years and strong
growth prospects, due to development of network and
marketing strategy
z Annual policy of bonus issues and new share issue at
well below market prices is very attractive for domestic
investors
z Credibility of EBRD as main shareholder
z Last important private Romanian bank with status as
potential takeover target

z Interest margin to decrease under continuous pressure from
competition
z Higher costs of risk, as measure of important weight of
SMEs in loan portfolio
z Strong competition in each segment (especially mortgage
loans, credit cards, developing payment systems,  co-
financing EU funds)
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Source: Company data

Pharmaceutical manufacturer Biofarm is the market leader
in syrups and solutions with about a 15% market share
(including foreign imports) by volume. The company is the
only producer of pharmaceutical soft gelatin capsules and
one of the largest producers of tablets. Biofarm has in its
portfolio about 80 brands, including some that are very popular
on the Romanian market. Approximately 80% of the
company's sales are generated by OTC drugs and nutritional
supplements, the remainder represented by RX drugs and
hygiene products. The producer has a market share of over
0.8%. In 2005, financial investment companies became
shareholders of Biofarm, and at present three SIFs have a
controlling stake.

z CAGR estimates for drug consumption of at least 15% in
next five years
z Benefits from development of sales forces and new
logistics platform
z Exports to Russia, Belarus, Azerbaijan, Bulgaria, Moldova
as key growth driver
z Traditional products on Romanian market
z GMP certificates for all pharmaceutical lines
z Status as potential acquisition target

z Strong competition from both local producers and multina-
tional players
z Pressure of competition, especially on OTC market (main
business line)
z Pessimistic forecasts regarding increase of sales in line
with market growth

Biofarm

ROMANIA / Pharmaceuticals
Share price (RON) 0.6 Reuters BIOF.BX Free float 52.2%
Number of shares (mn) 470 Bloomberg BIO RO Shareholders SIFs (34.3%)
Market cap. (RON/EUR mn) 286.4 /  87.3 Target price (RON) - Julius Baer International Equity Fund (5.14%)
Enterprise value RON/EUR mn) 264.1 /  80.7 Ex-dividend date - Dumitru Tudor and affiliates (8.42%)
Average daily turnover 3M (pcs) - Index weight (BET-C) 0.84% Homepage: www.biofarm.ro

RON mn 2003 2004 2005 2006

Total revenues 36.6 36.8 53.0 56.9

EBITDA 11.1 11.3 16.0 18.3

EBIT 9.1 9.2 13.0 14.7
Net profit 7.6 8.7 11.7 12.7

EPS (RON) 0.128 0.031 0.033 0.027
CEPS (RON) 0.000 0.039 0.046 0.035
BVPS (RON) 0.569 0.158 0.154 0.146

Div/share (RON) 0.000 0.000 0.000 0.000

EV/EBITDA (x) 2.3 14.2 12.6 14.4

P/E (x) 4.8 19.5 18.7 22.5

P/CE (x) n.a. 15.8 13.4 17.4

Dividend yield 0.0% 0.0% 0.0% 0.0%

Operating margin 25.0% 25.1% 24.6% 25.8%

Net margin 20.7% 23.6% 22.1% 22.3%

Performance 12M 6M 3M 1M
in RON 59.4% 13.8% 8.9% 2.3%
in EUR 71.0% 21.0% 12.2% 4.3%
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BRD - Group SG

ROMANIA / Banking & insurance
Share price  (RON) 24.2 Reuters BRDX.BB Free float 11.4%
Number of shares (mn) 696.9 Bloomberg BRD RB Shareholders SocGen (58.33%), SIFs (25.26%)
Market cap. (RON/EUR mn) 16,865.0 /  5,141.8 Target price (RON) - Homepage: www.brd.ro
Average daily turnover 3M (pcs) 143,862.0 Ex-dividend date - Index weight 20.0% (BET)

RON mn 2003 2004 2005 2006

Total income 922.7 1,142.0 1,390.5 1,842.9

Operating profit 335.9 540.4 668.1 866.9

Profit before taxes 239.9 439.1 575.6 795.1
Net profit 194.3 322.6 495.5 701.0

EPS (RON) 0.139 0.231 0.711 1.006
BVPS (RON) 0.913 1.078 2.617 3.311
Div/share (RON) 0.069 0.126 0.309 0.367

P/E (x) 173.6 104.6 34.0 24.1

P/BV (x) 26.5 22.4 9.2 7.3

Dividend yield 0.3% 0.5% 1.3% 1.5%

NIM ave. assets 13.0% 7.2% 6.2% 4.9%

ROE 14.9% 23.2% 29.8% 33.9%

ROA 4.7% 3.2% 3.1% 2.9%

Cost/income ratio 63.6% 52.7% 52.0% 53.0%

Performance 12M 6M 3M 1M
in ROL 44.0% 28.7% 7.1% 4.8%
in EUR 54.5% 36.9% 10.4% 6.6%

BRD Groupe Société Générale is the second largest Roma-
nian bank with a market share of 16.3% in terms of assets at
the end of 2006. Société Générale took over the majority stake
in BRD in 1998, whereas the bank was listed after an SPO
on the Bucharest Stock Exchange in 2000. BRD opened 274
new small units last year, reaching 600 units as of December
31, 2006. The bank hired 2,200 new employees last year. As
a result of this policy, the bank strengthened its market posi-
tion in loans and deposits. At the end of March 2007, the bank
had 2.2mn active clients. In spite of the high investment in the
branch network, the bank reported a reasonable increase of
its net profit in 2006.

z High potential for all segments of banking sector in next
three years
z Future benefits from aggressive expansion of branch
network in 2006
z Limited increase in cost/income ratio, despite major
investment efforts in 2006
z Ability to obtain attractive financial results in highly
competitive market
z Strong retail client base and developed branch network
bode well for future increases in terms of business volume
z Innovative bank, launching new product business line
(SMEs, financing agriculture)

z Interest margin will decrease under continuous pressure
from competition
z Strong competition in each segment (especially mortgage
loans, credit cards, developing payment systems,  co-
financing EU funds)
z Lower market share in mortgage loan compared to other
products
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The IT&C retailer Flamingo was listed on the Bucharest Stock
Exchange (BSE) after an IPO in June 2005. At the end of
2005, Flamingo announced its merger with electronics retailer
Flanco. Flanco's integration within the Flamingo group and
the launch of a restructuring process of the new entity were
the main objectives in 2006. One of Flamingo's main targets
is a net selling area of 75,000 sqm by the end of 2008 through
concentrating on the development of a large format concept
(Flanco World chain). Flamingo operates three retail chains:
Flanco World (eight shops), Flamingo Computers (61 shops)
and Flanco (88 shops) and it is the second player on the
IT&C and electronics consumer market, with a market share
of about 18%.

z  Market is expected to reach EUR 1.4bn in 2009 (compared
to EUR 0.9mn in 2006)
z  New specialized management starting last year
z  New organizational structure starting 2007 (unprofitable
units were closed, personnel downsizing from 2,000 in
January 2006 to 1,200 in March 2007)
z  Starting in 2007, company should benefit from merger
with Flanco
z  Status of potential acquisition target for important
strategic players starting in 2009

z Low margins in industry
z  Financial results were systematically below consensus
levels
z  Crucial financial year for company after 2006 losses;
management promised profitable growth in 2007

Flamingo

ROMANIA / IT & new media

Share price (RON) 0.4 Reuters FLAA.BX Free float 23.8%
Number of shares (mn) 779 Bloomberg FLA RO Shareholders Cinca Dragos Daniel (30.14%)
Market cap. (RON/EUR mn) 292.9 /  89.3 Target price (RON) - Flanco Holding Limited (14.44%), BACA (9.42%)
Enterprise value RON/EUR mn) 368.2 /  111.6 Ex-dividend date - Hansa Ida Europa Aktsia (6.88%), QVT (10.22%)
Average daily turnover 3M (pcs) - Index weight (BET-C) 0.87% Homepage: www.flamingo.ro

RON mn 2003 2004 2005 2006

Total revenues 208.7 243.1 303.6 465.6

EBITDA 14.5 18.0 20.2 -35.5

EBIT 13.0 15.6 17.3 -44.1
Net profit 13.4 17.2 10.0 -36.5

EPS (RON) 133.977 0.256 0.019 -0.047
CEPS (RON) 0.000 0.292 0.025 -0.036
BVPS (RON) 177.871 0.525 0.169 0.203

Div/share (RON) 0.000 0.000 0.000 0.000

EV/EBITDA (x) 0.8 2.5 12.1 -10.6

P/E (x) 0.0 1.5 20.3 -8.3

P/CE (x) n.a. 1.3 15.8 -10.8

Dividend yield 0.0% 0.0% 0.0% 0.0%

Operating margin 6.2% 6.4% 5.7% -9.5%

Net margin 6.4% 7.1% 3.3% -7.8%

Performance 12M 6M 3M 1M
in RON 4.9% 12.5% 6.3% 3.7%
in EUR 12.6% 19.8% 9.7% 5.7%
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*) Value of real estate assets according to DTZ Echinox study is
EUR 206.7mnSource: Company data

Impact is a real estate developer that builds residential build-
ings and (according to its new strategy) is going to develop
complex real estate projects, including housing, blocks of flats,
offices, commercial and logistics spaces. A main focus has
been put on developing residential parks. The company has
developed projects mainly in Bucharest and in other cities. In
2006, Impact sold Construdava Business Centre, its first of-
fice building. According to a company report, Impact held a
market share at the end of 2006 of 22% in Bucharest and
4.7% nationally. In 1996, Impact was listed on the BSE. As of
the end of 2006, the management and investment funds held
stakes of 41.5% and 34%, respectively.

z High growth potential for all segments of real estate market,
due to demand pressure
z Start of two major projects in Cluj (together with
municipality) and Bucharest (Ghencea) next year
z Valuable stock of land lots for future important projects
z Adjusted NAV of over EUR 200mn based on market value
of company's real estate assets

z Negative cash flow from operations, due mainly to company's
policy of financing its clients
z Competition with other real estate developers is increasing
and already affects its market share
z High need to finance through loans and new share issues
(between EUR 30-100mn), in order to continue developing
real estate projects
z Sensitivity to strengthening of national currency and higher
costs of manual labor

Impact

ROMANIA / Construction & materials

Share price (RON) 0.9 Reuters IMPT.BX Free float 58.5%
Number of shares (mn) 1,000 Bloomberg IMP RO Shareholders
Market cap. (RON/EUR mn) 910.0 /  277.7 Target price (RON) - Dan Ioan Popp (30.20%)
Enterprise value RON/EUR mn) 1,013.8 /  308.3 Ex-dividend date - Carmen Sandulescu (11.32%)
Average daily turnover 3M (pcs) 597,008 Index weight (BET) 4.54% Homepage: www.impactsa.ro

RON mn 2003 2004 2005 2006

Total revenues 71.1 111.5 165.4 117.5

EBITDA 26.3 19.6 13.6 22.8

EBIT 25.4 18.1 11.0 19.2
Net profit 18.0 18.9 10.7 18.3

EPS (RON) 0.055 0.038 0.013 0.018
CEPS (RON) 0.058 0.040 0.019 0.021
BVPS (RON) 0.246 0.179 0.154 0.144

Div/share (RON) 0.024 0.011 0.000 0.000

EV/EBITDA (x) 11.5 24.8 60.1 44.5

P/E (x) 16.6 24.3 67.6 49.7

P/CE (x) 15.8 22.5 47.1 42.9

Dividend yield 2.6% 1.2% 0.0% 0.0%

Operating margin 35.7% 16.2% 6.7% 16.4%

Net margin 25.4% 16.9% 6.5% 15.6%

Performance 12M 6M 3M 1M
in RON 82.7% 68.5% 30.0% 19.0%
in EUR 96.2% 79.4% 34.2% 21.2%
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Source: Company data

Transelectrica is the Romanian Transmission and System
Operator, which plays a key role in the Romanian electricity
market. It manages and operates the electricity
transmission system and provides electricity exchanges
among Central and Southeastern European countries, as
a member of UCTE and ETSO. Transelectrica is
responsible for electricity transmission, system and market
operation, grid and market infrastructure development,
ensuring the security of the Romanian power system. It
also serves as the main link between electricity supply
and demand, matching power generation with demand.
Previously 100% state-owned, a stake of 10% was floated
on the Bucharest Stock Exchange on August 29, 2006, the
most important IPO launched so far on the Romanian
capital market.

z Regulatory methodology for transmission tariff is favorable,
covering costs and ensuring stable operating margin
z Transmission tariff methodology encourages long-term
investments in electricity grid
z Low costs of long-term loans, due to favorable rating and
government guarantees
z Electricity transported will increase as result of
improvement of interconnection capacity of Romanian
grid and in context of strategic objective of Romania to
become major exporter of electricity in region

z Long-term loans will substantially increase in order to
implement major investment program for modernization, in
accordance with UCTE requirements
z Low level of retained earnings, due to dividend policy as
state-owed company, which implies payout ratio of at least
50%
z Long-term, possible changes of regulatory rules may
affect financial performance
z Currency mismatch: loan payments in FX, revenues in
RON

Transelectrica

ROMANIA / Utilities
Share price (RON) 44.6 Reuters TSEL.BX Free float 10.0%
Number of shares (mn) 73 Bloomberg TEL RO Shareholders Romanian state (76.5%)
Market cap. (RON/EUR mn) 3,269.1 /  997.4 Target price (RON) - Fondul Proprietatea (13.5%)
Enterprise value RON/EUR mn) 3,854.8 /  1,170.6 Ex-dividend date 5/10/2007
Average daily turnover 3M (pcs) 27,264 Index weight (BET) 17.30% Homepage: www.transelectrica.ro

RON mn 2003 2004 2005 2006

Net sales 819.4 1,060.8 1,765.6 2,503.8

EBITDA 149.0 280.1 340.5 440.1

EBIT -18.1 145.2 193.0 279.8
Net profit 57.5 86.6 126.8 294.1

EPS (RON) 0.914 1.313 1.922 4.012
CEPS (RON) n.a. 3.357 4.157 6.199
BVPS (RON) 32.076 18.867 21.104 21.882

Div/share (RON) 0.043 0.108 0.290 1.470

EV/EBITDA (x) 23.4 14.5 13.4 8.6

P/E (x) 48.0 33.4 22.8 10.9

P/CE (x) 12.3 13.1 10.6 7.1

Dividend yield 0.1% 0.2% 0.7% 3.3%

Operating margin -2.2% 13.7% 10.9% 11.2%

Net margin 7.0% 8.2% 7.2% 11.7%

Performance 12M 6M 3M 1M
in RON 95.6% 36.4% -5.5% -7.3%
in EUR 110.0% 45.2% -2.5% -5.5%
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Turbomecanica is a manufacturer of components and
subassemblies for turbojets and turbo shafts as well as
overhaul/repair of aero engines and dynamic components
for PUMA helicopters. Its products comprise a wide range
of aeronautic components (gears, cases, shafts, rotating
parts, sheet metal components, aerodynamic control sur-
faces type parts, accessories for aeronautical engines,
helicopter gearboxes and rotor heads, turbines and turbo-
chargers, airframe components). The company operates
on long-term contracts, both in domestic and foreign mar-
kets, also producing based on specific requirements.
Turbomecanica is also active in the areas of power gener-
ating systems and medical and military applications.

z Only jet and turbo engine manufacturer in Eastern Europe
z Low level of debts
z High margins
z Contracts with General Electric, Rolls-Royce, Pratt &
Whitney and other strategic customers (Agusta)
z Positive influence of restructuring production process
and portfolio products starting with 2008
z High quality standards
z Status as potential takeover target

z Significant dependence on domestic clients (National Defense
Ministry and IAR Brasov)
z As happened in last two years, 2007 sales and profit to
reach same values y/y
z Long period for assimilating new components and
subassemblies
z Major investments are needed to increase sales
substantially in long run
z Significant currency exposure

Turbomecanica

ROMANIA / Engineering & machinery
Share price (RON) 0.7 Reuters TUBU.BX Free float 31.8%
Number of shares (mn)* 369.4 Bloomberg TBM RO Shareholders Radu Viehmann (25.87%)
Market cap. (RON/EUR mn) 254.9 /  77.7 Target price (RON) - Ciopciariu Serban (24.25%)
Enterprise value RON/EUR mn) 271.1 /  82.5 Ex-dividend date 5/11/2007 Broadhurst (13.08%), SIF Banat Crisana (5%)
Average daily turnover 3M (pcs) 286,964 Index weight (BET) 1.30% Homepage: www.turbomecanica.ro

RON mn 2003 2004 2005 2006

Total revenues 71.8 98.2 109.4 109.8

EBITDA 17.1 26.3 27.2 23.5

EBIT 14.0 22.2 23.0 18.9
Net profit 10.6 16.5 17.7 16.6

EPS (RON) 0.029 0.045 0.048 0.045
CEPS (RON) 0.037 0.056 0.059 0.057
BVPS (RON) 0.155 0.175 0.181 0.275

Div/share (RON) 0.617 0.992 1.090 0.030

EV/EBITDA (x) 15.2 9.7 9.4 11.5

P/E (x) 24.0 15.5 14.4 15.4

P/CE (x) 18.6 12.4 11.6 12.1

Dividend yield 3.2% 5.2% 5.7% 0.2%

Operating margin 19.5% 22.6% 21.0% 17.2%

Net margin 14.8% 16.8% 16.2% 15.1%

Performance 12M 6M 3M 1M
in RON -9.2% -10.4% -9.2% -4.8%
in EUR -2.6% -4.7% -6.5% -3.1%
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Source: Company data

Romania’s flagship integrated oil company and the sole crude
oil producer. Petrom is also the leading refining, petrochemical,
fertilizer producer and marketing firm in Romania. It holds some
940mn boe oil proven hydrocarbon reserves, while 2P reserves
are 1.435bn boe, mainly in Romania (smaller reserves in
Kazakhstan / Russia). Currently Petrom produces roughly 200
kbpd hydrocarbons, 98% in Romania. Roughly half of the
production (close to 6bcm) is natural gas). Petrom owns 2
main refineries: Petrobrazi (nameplate primary dist. cap.: 4.5mn
tons, Nelson: 8.8 at the end of 2006) and Arpechim (nameplate
primary dist. cap.: 3.5mn tons, Nelson: 8.3). The marketing
division consists of 38 storage facilities (capacity 100,892cm),
553 filling stations and 35 LPG skids. Petrom owns significant
amount of filling stations in neighboring countries, the total
number of stations exceed 800.

z Upstream portfolio is heavily profitable in the current high
crude oil price environment
z Upstream invesments include organization reshuffle and
equipment upgrades, which helps to maintain production level
and decrease costs
z Petrom prepares to upgrade Petrobrazi refinery and change
the network of filling stations, which swings downstream
business into black
z OMV restructures the company, streamlines the operations
and improves efficiency
z The Romanian government may increase gas prices, which
is the top short-term price driver of Petrom stock

z Ixxx

z Petrom has still a high lifting cost, which can be cut marginally
as high investment costs counterbalances the efficiency gains
z Downstream business is a loss-maker, which can change
only after 2009 when Petrobrazi refinery upgrade is
accomplished
z Relatively low free float may discourage large investors to
buy into Petrol
z The government plans to sell more shares to employees and
to financial investors, which can cause share overhang short-
term

Petrom Accumulate

ROMANIA / Oil & gas
Tamas Pletser, CFA (+361) 235-5133 

tamas.pletser@erstebroker.hu

Share price (RON) 0.54 Reuters SNPP.BX Free float 6.8%
Number of shares (mn) 56,644 Bloomberg SNP RO Shareholders OMV (51.01%)
Market cap. (RON/EUR mn) 30,304.6 /  9,239.2 Target price (RON) 0.61 Ministry of Economy and Finance (30.87%)
Enterprise value RON/EUR mn) 28,254.6 /  8,619.9 Ex-dividend date 5/2/2007 Property Fund (9.89%), EBRD (2.02%)
Average daily turnover 3M (pcs) 3,857,396 Index weight (BET) 20.00% Homepage: www.petrom.ro

RON mn 2006 2007e 2008e 2009e

Total revenues 13,416 11,337.1 11,676.0 11,336.5

EBITDA 3,597.4 3,045.4 3,724.4 4,176.9

EBIT 2,777.4 2,373.5 2,961.7 3,431.7
Net profit 2,285.5 2,171.0 2,512.9 3,007.3

EPS (RON) 0.040 0.038 0.044 0.053
CEPS (RON) 0.055 0.043 0.052 0.057
BVPS (RON) 0.218 0.237 0.259 0.285

Div/share (RON) 0.013 0.018 0.019 0.022

EV/EBITDA (x) 7.5 9.3 7.8 7.0

P/E (x) 13.3 14.0 12.1 10.1

P/CE (x) 9.8 12.5 10.4 9.3

Dividend yield 2.5% 3.3% 3.6% 4.1%

Operating margin 20.7% 20.9% 25.4% 30.3%

Net margin 17.0% 19.1% 21.5% 26.5%

Performance 12M 6M 3M 1M
in RON 5.9% -5.3% -10.8% -1.8%
in EUR 13.6% 0.7% -8.1% 0.0%
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Company description EBIT breakdown (2005)

Strength/Opportunities Weakness/Threats

Source: Company data

Rompetrol Rafinerie is the second-largest Romanian oil com-
pany. Rompetrol Rafinerie operates Petromidia refinery (5mn
tons), the only seaside refinery in Romania. The refinery is
the best quality unit in the country with 9.0 Nelson complexity
index and high (82%) white product yield. The company re-
cently restarted some of the petrochemical units including
80kt/y PP line, 60 kt/y HDPE line and 60kt/y LDPE lines. It
also has a large marketing network in the country: 103 com-
pany-owned, company operated (COCO) filling stations, 175
dealer owned and dealer operated (DODO) filling stations
and 50 express movable stations together with 6 large depos.
The stock - Rompetrol Rafinerie - is the part of the entire
Rompetrol holding, which is majority owned by two private
persons.

z Rompetrol owns the best quality Romanian refinery at the
Black Sea shore with good export facilities
z The company has an extensive network of domestic filling
stations
z Restart of the mothballed petrochemical lines could push
the overall profit of the company
z The potential appearance of Azeri Socar can help the
supply of the refinery and the finance of the upgrade program

z  Rompetrol needs external capital to finance its upgrade
program
z  The expiry of the hybrid assets in September 2010 can result
in a diluation
z  The difficult structure of the entire Rompetrol holding can
distract investors
z  High transport cost on the domestic market due to the weak
logistic and transport system

Rompetrol Rafinarie

ROMANIA / Oil & gas
Share price (RON) 0.09 Reuters ROMP.BX Free float 22.6%
Number of shares (mn) 21,099.3 Bloomberg RRC RO Shareholders
Market cap. (RON/EUR mn) 1,930.6 /  588.6 Target price (RON) - The Rompetrol Group N.V. (50.59%)
Enterprise value RON/EUR mn) 2,237.7 /  679.4 Ex-dividend date - S.C. Rompetrol Financial Group (15.08%)
Average daily turnover 3M (pcs) 12,268,837 Index weight (BET) 10.32% Homepage: www.rompetrol.ro

RON mn 2003 2004 2005 2006

Total revenues 821.0 1,134.2 1,682.6 2,105.3

EBITDA 16.0 -15.4 54.1 4.4

EBIT -24.0 38.9 105.9 63.2
Net profit 288.0 5.5 73.8 -21.4

EPS (RON) 0.014 0.000 0.003 -0.001
CEPS (RON) 0.000 -0.002 0.001 -0.004
BVPS (RON) 0.000 0.032 0.037 0.036

Div/share (RON) 0.000 0.000 0.000 0.000

EV/EBITDA (x) 120.7 neg. 39.0 505.7

P/E (x) 6.7 351.0 26.1 neg.

P/CE (x) n.a. neg. 87.7 -24.1

Dividend yield 0.0% 0.0% 0.0% 0.0%

Operating margin -2.9% 3.4% 6.3% 3.0%

Net margin 35.1% 0.5% 4.4% -1.0%

Performance 12M 6M 3M 1M
in RON 11.7% 6.4% -14.5% -11.2%
in EUR 19.8% 13.2% -11.9% -9.6%
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Company description Top 10 holdings (March 31, 2007)

Strength/Opportunities Weakness/Threats

Source: Company data

Based on the first privatization law, SIF Banat Crisana was
set up in 1991 as Private Property Fund I. The initial portfolio
of all financial investment companies resulted from the clos-
ing of the Privatization Program dedicated to the Romanian
population. As a result of this process, SIFs lost the most of
the valuable holdings, excepting stakes in banks. In 1996,
Private Property Fund I was turned into SIF Banat Crisana,
practically becoming a joint stock company controlled by
shareholders and under supervision of the National Securi-
ties Commission. The company was listed on the Bucharest
Stock Exchange (BSE) in November 1999.

z Reasonable potential of significant revenues from selling
holdings
z Low level of administrative costs
z Valuable assets in banking sector
z Significant potential to improve financial assets portfolio
z Positive image on capital market
z Low risk of conflict between management and important
local shareholders

z Very large number of holdings, which involve difficulties in
portfolio management and higher costs
z Reduced value of stakes in companies listed on BSE (other
than BRD, Banca Transilvania, Vrancart)
z Low liquidity of portfolio
z Conservative management in terms of restructuring portfolio
z High weight of minorities' bank stakes in total assets induce
low impact of portfolio management decisions on NAV
z Reduced weight of dividends received from companies
other than BCR and BRD (less than 20% of total dividends)
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SIF Banat Crisana (1)

SIF Banat Crisana (1)

ROMANIA / Investment Fund
Share price (ROL) 3.4 Reuters SIF1.BX Free float 75.4%
Number of shares (mn) 548.85 Bloomberg SIF1 RO
Market cap. (ROL/EUR mn) 1,838.6 /  561.0 Target price (ROL) -
Enterprise value ROL/EUR mn) - Ex-dividend date 5/14/2007
Average daily turnover 3M (pcs) 1,966,483 Index weight (BET-FI) 19.85% Homepage: www.banat-crisana.com

ROL mn 2003 2004 2005 2006

Total revenues 63.7 69.1 105.1 154.2

Dividend received 21.4 28.8 59.8 62.4

Disposal of 
financial investments 32.3 29.5 28.7 54.1
Net profit 34.5 40.3 50.4 83.1

NAV* 514.6 623.2 981.4 1,516.9

NAVS (ROL) 0.938 1.135 1.788 2.764

EPS (ROL) 0.063 0.073 0.092 0.151

Div/share (ROL) 0.048 0.050 0.050 0.060

P/E 53.32 45.66 36.46 22.11

P/NAVS 3.57 2.95 1.87 1.21

Dividend yield (%) 1.4% 1.5% 1.5% 1.8%

Value of  listed shares portfolio* 246.1 374.9 822.5 1,157.5

Value of unlisted shares portfolio* 184.0 275.6 263.3 308.5

*) According to Romanian National Securities Comission (CNVM) 
assessment methodology

Performance 12M 6M 3M 1M
in ROL 67.5% 3.1% 1.2% 10.6%
in EUR 79.8% 9.8% 4.5% 12.7%

Company
SIF's 
stake

 Recorded 
value in 

assets*
(RON mn) 

 BRD-GSG Bucuresti 4.6%        673.7 
 Banca Transilvania Cj Napoca                     5.0%        211.4 
 Banca Comerciala Romana 6.0%        178.9 
 Vrancart Adjud                      74.7%          53.0 
 Biofarm Bucuresti 10.0%          32.6 
 Mittal Steel Hunedoara 11.0%          28.9 
 Bancpost                                      5.2%          27.5 
 Turbomecanica Bucuresti                         8.4%          23.9 
 Napomar                                            98.9%          15.5 
 Mechel Campia Turzii 11.5%          13.8 
*According to CNVM assessment methodology
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Company description Top 10 holdings (March 31, 2007)

Strength/Opportunities Weakness/Threats

Source: Company data

Based on the first privatization law, SIF Moldova was set up
in 1991 as Private Property Fund II. In 1996, Private Property
Fund II was turned into a financial investment company,
practically becoming a joint stock company controlled by
shareholders and under supervision of the National Securities
Commission. The quality of SIF Moldova's portfolio was
strongly affected by a huge scandal in 1996, when the former
president of the company warranted payments of important
amounts representing the objects of promissory notes issued
by private companies. The resolution of SIF Moldova,
especially up to 2004, consisted in making financial
investments in order to be able to pay the liabilities generated
from these promissory notes. Thus, this financial investment
company failed to improve the quality of its portfolio.

z Valuable assets in banking sector
z Active management portfolio in last three years, especially
in companies listed on BSE

z Lower number of valuable holdings and lower potential of
significant revenues from selling holdings compared to other
four SIFs
z Low value of stakes in companies listed on BSE (other than
BRD, Banca Transilvania)
z Low liquidity of portfolio
z High weight of minorities' bank stakes in total assets induce
low impact of portfolio management decisions on NAV
z Reduced weight of dividends received from companies
other than BCR and BRD (less than 20% of total dividends)

SIF Moldova (2)

ROMANIA / Investment Fund

Share price (ROL) 3.2 Reuters SIF2.BX Free float 89.6%
Number of shares (mn) 519.09 Bloomberg SIF2 RO
Market cap. (ROL/EUR mn) 1,655.9 /  505.2 Target price (ROL) -
Enterprise value RON/EUR mn) - Ex-dividend date 5/15/2007
Average daily turnover 3M (pcs) - Index weight (BET-FI) 15.36% Homepage: www.sifm.ro

ROL mn 2003 2004 2005 2006

Total revenues 145.5 74.8 90.6 151.0

Dividend received 20.0 16.9 30.3 32.8

Disposal of 
financial investments 84.4 10.7 31.8 47.7
Net profit 39.2 45.7 48.6 48.3

NAV* 414.6 538.5 858.7 1,357.6

NAVS (ROL) 0.799 1.037 1.654 2.615

EPS (ROL) 0.076 0.088 0.094 0.093

Div/share (ROL) 0.049 0.060 0.067 0.063

P/E 42.24 36.20 34.08 34.25

P/NAVS 3.99 3.07 1.93 1.22

Dividend yield (%) 1.5% 1.9% 2.1% 2.0%

Value of  listed shares portfolio* 208.3 306.1 737.0 1,079.3

Value of unlisted shares portfolio* 162.7 179.7 197.5 244.6

*) According to Romanian National Securities Comission (CNVM) 
assessment methodology

Performance 12M 6M 3M 1M
in ROL 59.7% 1.0% 1.0% -1.3%
in EUR 71.3% 7.4% 4.0% 0.5%
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SIF Moldova (2)

Company
SIF's 
stake

 Recorded value 
in assets*
(RON mn) 

 BRD-GSG Bucuresti 5.0%                  738.6 
 Banca Comerciala Romana 6.0%                  178.9 
 Banca Transilvania Cj Napoca                     4.0%                  169.7 
 Mittal Steel Roman 14.1%                    48.7 
 Petrom Bucuresti 0.1%                    44.0 
 Biofarm Bucuresti 10.6%                    34.5 
 Bancpost                                      5.1%                    27.4 
 Tesatoriile Reunite Bucuresti 71.2%                    22.6 
 Mecanica Ceahlau Neamt 55.2%                    21.0 
 Aerostar Bacau 11.2%                    16.7 
*According to CNVM assessment methodology
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Company description Top 10 holdings (March 31, 2007)

Strength/Opportunities Weakness/Threats

Source: Company data

Based on the first privatization law, SIF Transilvania was set
up in 1991 as Private Property Fund III. The initial portfolio of
all financial investment companies resulted from the closing
of the Privatization Program dedicated to the Romanian popu-
lation. As a result of this process, SIFs lost the most valuable
holdings, excepting stakes in banks. In 1996, Private Prop-
erty Fund III was turned into SIF Transilvania, practically be-
coming a joint stock company controlled by shareholders and
under supervision of the National Securities Commission. The
company was listed on the Bucharest Stock Exchange (BSE)
in November 1999. SIF Transilvania is the first financial in-
vestment company that will not distribute dividends, as a re-
sult of the 2007 SGM regarding a share capital increase
through capitalization of the 2006 net profit.

z Significant potential of revenues from selling holdings
z Valuable assets in banking sector
z Other valuable assets, especially in tourism sector
z Active policy regarding listing of main unlisted companies
from its portfolio through IPOs
z Relevant potential to improve financial assets portfolio
z Positive image on capital market (share capital increase
through adoption of bonus issue policy)
z Active management in terms of restructuring portfolio

z High weight of minorities' bank stakes in total assets induce
low impact of portfolio management decisions on NAV
z Reduced weight of dividends received from companies
other than BCR and BRD (less than 20% of total dividends)

SIF Transilvania (3)

ROMANIA / Investment Fund

Share price (RON) 2.3 Reuters SIF3.BX Free float 84.1%
Number of shares (mn) 546.07 Bloomberg SIF3 RO
Market cap. (RON/EUR mn) 1,234.1 /  376.3 Target price (RON) -
Enterprise value RON/EUR mn) - Ex-dividend date -
Average daily turnover 3M (pcs) - Index weight (BET-FI) 20.65% Homepage: www.transif.ro

RON mn 2003 2004 2005 2006

Total revenues 57.6 149.4 84.0 132.0

Dividend received 24.1 23.4 32.4 34.5

Disposal of 
financial investments 29.7 121.7 41.6 93.2
Net profit 35.2 81.4 37.8 53.2

NAV* 511.8 722.0 1,051.3 1,566.9

NAVS (RON) 0.937 1.322 1.925 2.869

EPS (RON) 0.065 0.149 0.069 0.097

Div/share (RON) 0.042 0.065 0.050 n/a

P/E 35.34 15.30 32.91 23.42

P/NAVS 2.43 1.72 1.18 0.79

Dividend yield (%) 1.9% 2.9% 2.2% -

Value of  listed shares portfolio* 397.7 468.2 856.2 1,117.8

Value of unlisted shares portfolio* 194.1 244.6 316.1 380.9
*) According to Romanian National Securities Comission (CNVM) 
assessment methodology

Performance 12M 6M 3M 1M
in RON 131.5% 53.0% 42.5% 20.0%
in EUR 148.5% 62.9% 47.1% 22.3%
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SIF Transilvania (3)

Company
SIF's 
stake

 Recorded value 
in assets*
(RON mn) 

 BRD-GSG Bucuresti 5.0%                  732.8 
 Turism Felix Baile Felix 63.2%                  254.9 
 Banca Comerciala Romana 6.0%                  178.9 
 Turism, Hoteluri, Restaurante 86.4%                  100.0 
 ARO-Palace 86.0%                    53.7 
 Santierul Naval Orsova 50.0%                    28.6 
 Bancpost                                      5.2%                    27.5 
 Beta Buzau 16.0%                    27.5 
 Independenta Sibiu 52.6%                    26.6 
 Comcereal Constanta 40.5%                    24.3 
*According to CNVM assessment methodology



page 84Country Report Romania, May 29, 2007

Fact Sheet

Company description Top 10 holdings (March 31, 2007)

Strength/Opportunities Weakness/Threats

Source: Company data

Based on the first privatization law, SIF Muntenia was set up
in 1991 as Private Property Fund IV. The initial portfolio of all
financial investment companies resulted from the closing of
the Privatization Program dedicated to the Romanian
population. As a result of this process, SIFs lost the most of
their valuable holdings, excepting stakes in banks. In 1996,
Private Property Fund IV was turned into SIF Muntenia,
practically becoming a joint stock company controlled by
shareholders and under supervision of the National Securities
Commission. The company was listed on the Bucharest
Stock Exchange (BSE) in November 1999. SIF Muntenia is
the only one of the five financial investment companies that is
self-managed by an asset management company founded
by the former employees of Private Property Fund IV.

z Significant potential of revenues from selling holdings
(especially unlisted)
z Valuable assets in banking sector
z Other valuable assets, especially in unlisted companies
from sectors such as foods, tourism, agriculture
z Relevant potential to improve financial assets portfolio in
coming years

z Except BRD, this SIF has no other valuable holdings in
companies listed on BSE
z Low liquidity of portfolio (even compared to other four SIFs)
z Higher level of administrative costs compared to other SIFs
z Very conservative management in terms of investment in
listed shares
z High weight of minorities' bank stakes in total assets induce
low impact of portfolio management decisions on NAV
z Reduced weight of dividends received from companies
other than BCR and BRD (less than 20% of total dividends)

SIF Muntenia (4)

ROMANIA / Investment Fund
Share price (RON) 2.3 Reuters SIF4.BX Free float 54.6%
Number of shares (mn) 807.04 Bloomberg SIF4 RO
Market cap. (RON/EUR mn) 1,864.3 /  568.8 Target price (RON) -
Enterprise value RON/EUR mn) - Ex-dividend date 5/14/2007
Average daily turnover 3M (pcs) 1,391,161 Index weight (BET-FI) 26.01% Homepage: www.sifmuntenia.ro

RON mn 2003 2004 2005 2006

Total revenues 60.7 74.7 91.2 127.5

Dividend received 26.5 19.8 54.3 35.8

Disposal of 
financial investments 19.0 46.1 28.1 77.2
Net profit 37.4 42.9 52.4 72.0

NAV* 518.1 527.6 877.7 1,306.8

NAVS (RON) 0.642 0.654 1.088 1.619

EPS (RON) 0.046 0.053 0.065 0.089

Div/share (RON) 0.042 0.050 0.060 0.070

P/E 49.84 43.42 35.59 25.90

P/NAVS 3.60 3.53 2.12 1.43

Dividend yield (%) 1.8% 2.2% 2.6% 3.0%

Value of  listed shares portfolio* 261.8 387.8 749.1 979.8

Value of unlisted shares portfolio* 268.2 261.1 280.0 301.4
*) According to Romanian National Securities Comission (CNVM) 
assessment methodology

Performance 12M 6M 3M 1M
in RON 65.0% 22.9% 19.7% 22.2%
in EUR 77.1% 30.8% 23.5% 24.6%
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SIF Muntenia (4)

Company
SIF's 
stake

 Recorded value 
in assets*
(RON mn) 

 BRD-GSG Bucuresti 5.3%                  772.0 
 Banca Comerciala Romana 6.0%                  178.9 
 Bucur Bucuresti 67.7%                    42.0 
 Romaero Bucuresti 25.9%                    36.9 
 Cocor Bucuresti 18.9%                    22.8 
 Conpet Ploiesti 8.9%                    22.0 
 Semrom Muntenia Bucuresti 89.4%                    20.9 
 Prospectiuni Bucuresti 12.0%                    20.7 
 Metav Bucuresti 27.8%                    19.5 
 Unirea Shopping Center 9.1%                    18.0 
*According to CNVM assessment methodology
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Company description Top 10 holdings (March 31, 2007)

Strength/Opportunities Weakness/Threats

Source: Company data

Based on the first privatization law, SIF Oltenia was set up in
1991 as Private Property Fund V. The initial portfolio of all
financial investment companies resulted from the closing of
the Privatization Program dedicated to the Romanian
population. As a result of this process, SIFs lost the most
valuable holdings, excepting stakes in banks. In 1996, Private
Property Fund V was turned into SIF Oltenia, practically
becoming a joint stock company controlled by shareholders
and under supervision of the National Securities Commission.
The company was listed on the Bucharest Stock Exchange
(BSE) in November 1999. In 2006, this SIF's management
board and the main local shareholders had a public conflict
that resulted in a new management structure. At present, two
local businessmen have an important influence over the
administration of SIF Oltenia.

z Significant potential of revenues from selling holdings
(especially listed companies)
z High value of stakes in companies listed on BSE
z Low level of administrative costs in recent years
z Valuable assets in banking sector; other important stakes
in listed companies
z Performing management portfolio in terms of investment in
listed companies
z Relevant potential to improve financial assets portfolio in
coming years
z Higher liquidity of portfolio compared to other SIFs

z High weight of minorities' bank stakes in total assets induce
low impact of portfolio management decisions on NAV
z Reduced weight of dividends received from companies
other than BCR and BRD (less than 20% of total dividends)

SIF Oltenia (5)

ROMANIA / Investment Fund
Share price (ROL) 3.6 Reuters SIF5.BX Free float 81.2%
Number of shares (mn) 580.17 Bloomberg SIF5 RO
Market cap. (ROL/EUR mn) 2,082.8 /  635.0 Target price (ROL) -
Enterprise value ROL/EUR mn) - Ex-dividend date 5/11/2007
Average daily turnover 3M (pcs) 0 Index weight (BET-FI) 18.12% Homepage: www.sifolt.ro

ROL mn 2003 2004 2005 2006

Total revenues 56.3 120.1 81.2 137.0

Dividend received 20.0 21.7 34.3 42.5

Disposal of 
financial investments 25.1 86.7 41.4 87.1
Net profit 28.8 69.5 54.7 78.9

NAV* 558.4 776.3 1,299.7 1,997.9

NAVS (ROL) 0.963 1.338 2.240 3.444

EPS (ROL) 0.050 0.120 0.094 0.136

Div/share (ROL) 0.037 0.065 0.060 0.070

P/E 73.41 30.47 38.74 26.84

P/NAVS 3.79 2.73 1.63 1.06

Dividend yield (%) 1.0% 1.8% 1.7% 1.9%

Value of  listed shares portfolio* 338.5 584.5 1,263.0 1,693.8

Value of unlisted shares portfolio* 175.3 217.9 222.4 286.8
*) According to Romanian National Securities Comission (CNVM) 
assessment methodology

Performance 12M 6M 3M 1M
in ROL 54.0% 5.5% 8.6% 1.4%
in EUR 65.3% 12.3% 12.1% 3.4%
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SIF Oltenia (5)

Company
SIF's 
stake

 Recorded value 
in assets*
(RON mn) 

 BRD-GSG Bucuresti 5.3%                     782.4 
 Petrom Bucuresti 0.9%                     297.7 
 Banca Transilvania Cj Napoca                     5.0%                     211.1 
 Banca Comerciala Romana 6.1%                     182.5 
 Antibiotice Iasi 10.1%                       85.5 
 Turism Felix Baile Felix 16.4%                       66.1 
 Biofarm Bucuresti 14.0%                       45.5 
 Mechel Targoviste 8.9%                       42.2 
 Mercur Craiova 85.5%                       41.0 
 Altur Slatina 86.0%                       40.0 
*According to CNVM assessment methodology
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Sales Retail & Sparkassen
Head: Manfred Neuwirth +43 (0)50100-84250
Equity Retail Sales
Head: Kurt Gerhold +43 (0)50100-84232
Domestic Sales Fixed Income
Head: Thomas Schaufler +43 (0)50100-84225
Treasury Domestic Sales
Head: Gottfried Huscava +43 (0)50100-84130
Corporate Desk
Head: Leopold Sokolicek +43 (0)50100-84601
Alexandra Blach +43 (0)50100-84141

Roman Friesacher +43 (0)50100-84143
Helmut Kirchner +43 (0)50100-84144
Christian Skopek +43 (0)50100-84146
Fixed Income Institutional Desk
Head: Thomas Almen +43 (0)50100-84323
Martina Fux +43 (0)50100-84113
Michael Konczer +43 (0)50100-84121
Ingo Lusch +43 (0)50100-84111
Ulrich Inhofner +43 (0)50100-84324
Karin Rauscher +43 (0)50100-84112
Michael Schmotz +43 (0)50100-84114

Treasury - Erste Bank Vienna

Head of Group Research
Friedrich Mostböck, CEFA +43 (0)50 100-11902
CEE Equity Research
Co-Head: Günther Artner, CFA +43 (0)50 100-11523
Co-Head: Henning Eßkuchen +43 (0)50 100-19634
Günter Hohberger (Banks) +43 (0)50 100-17354
Franz Hörl, CFA (Steel, Construction) +43 (0)50 100-18506
Gernot Jany (Banks, Real Estate) +43 (0)50 100-11903
Daniel Lion (IT) +43 (0)50 100-17420
Martina Pasching, MBA (Transp., Paper) +43 (0)50 100-11913
Tamás Pletser, CFA (Oil & Gas) +361 235-5133
Christoph Schultes (Insurance, Utilities) +43 (0)50 100-16314
Vera Sutedja, CFA (Telecom) +43 (0)50 100-11905
Vladimira Urbankova (Pharma) +4202 24 995 940
Gerald Walek, CFA (Machinery) +43 (0)50 100-16360
International Equities
Hans Engel (Market strategist) +43 (0)50 100-19835
Ronald Stöferle +43 (0)50 100-11723
Jürgen Rene Ulamec +43 (0)50 100-16574
Macro/Fixed Income Research
Head: Veronika Lammer (Euroland,SW) +43 (0)50 100-11909
Veronika Posch (Corporates) +43 (0)50 100-19633
Rainer Singer (US, Japan) +43 (0)50 100-11185
Elena Statelov, CIIA (Corporates) +43 (0)50 100-19641
Macro/Fixed Income Research CEE
Rainer Singer (Chief Analyst CEE) +43 (0)50 100-11185
Editor Research CEE
Brett Aarons +420 224 995 904

Research, Croatia
Damir Cukman (Equity) +385 62 37 28 12
Alen Kovac (Fixed income) +385 62 37 13 83
Research, Czech Republic
Head: Viktor Kotlan (Fixed income) +420 224 995-217
Petr Bartek (Equity) +420 224 995 227
Maria Feherova (Fixed income) +420 224 995 232
Jan Hajek, CFA (Equity) +420 224 995 324
Radim Kramule (Equity) +420 224 995 213
Martin Lobotka (Fixed income) +420 224 995 192
Lubos Mokras (Fixed income) +420 224 995 456
David Navratil (Fixed income) +420 224 995 439
Jakub Zidon (Equity) +420 224 995 340
Research, Hungary
József Miró (Equity) +361 235-5131
Orsolya Nyeste  (Fixed income) +361 373-2830
Research, Poland
Artur Iwanski (Equity) +48 22 3306253
Magda Jagodzinska (Equity) +48 22 3306250
Piotr Lopaciuk (Equity) +48 22 3306252
Marek Czachor (Equity) +48 22 3306254
Grzegorz Zawada, CFA (Equity) +4822 538 6200
Research, Romania
Head: Lucian Claudiu Anghel +4021 312 6773
Bogdan Aldea (Fixed income) +4021 312 6773 1028
Mihai Caruntu (Equity) +4021 311 27 54
Dumitru Dulgheru (Fixed income) +4021 312 6773 1028
Cristian Mladin (Fixed income) +4021 312 6773 1028

Head of Sales Equities & Derivatives
Michal Rizek +4420 7623-4154
Brigitte Zeitlberger-Schmid +43 (0)50 100-83123
Equity Sales Vienna XETRA & CEE
Hind Al Jassani +43 (0)50 100-83111
Werner Fuerst +43 (0)50 100-83114
Josef Kerekes +43 (0)50 100-83122
Ana Milatovic +43 (0)50 100-83131
Stefan Raidl +43 (0)50 100-83113
Simone Rentschler +43 (0)50 100-83124
Sales Derivatives
Christian Luig +43 (0)50 100-83181
Manuel Kessler +43 (0)50 100-83182
Sabine Kircher +43 (0)50 100-83161
Christian Klikovich +43 (0)50 100-83162
Armin Pfingstl +43 (0)50 100-83171
Roman Rafeiner +43 (0)50 100-83172
Equity Sales, London
Dieter Benesch +4420 7623-4154
Tatyana Dachyshyn +4420 7623 4154
Jarek Dudko, CFA +4420 7623 4154
Federica Gessi-Castelli +4420 7623-4154
Declan Wooloughan +4420 7623-4154
Sales, Croatia
Zeljka Kajkut (Equity) +385 62 37 28 11
Damir Eror (Equity) +385 62 37 28 13

Sales, Czech Republic
Michal Brezna (Equity) +420 224 995-523
Ondrej Cech (Fixed income) +420 224 995-577
Michal Rizek +420 2 2499 5537
Jiri Smehlik (Equity) +420 224 995-510
Pavel Zdichynec (Fixed income) +420 224 995-590

Sales, Hungary
Róbert Barlai (Fixed income) +361 235-5844
Gregor Glatzer (Equity) +361 235-5144
Krisztián Kandik (Equity) +361 235-5140
Zoltán Szabó (Fixed income) +361 235-5144
Sales, Poland
Head: Andrzej Tabor +4822 330 62 03
Pawel Czuprynski (Equity) +4822 330 62 12
Lukasz Mitan (Equity) +4822 330 62 13
Jacek Krysinski (Equity) +4822 330 62 18
Sales, Slovakia
Head: Dusan Svitek +421 2 5050-5620
Rado Stopiak (Derivatives) +421 2 5050-5601
Andrea Slesarova (Client sales) +421 2 5050-5629

Group Research

Institutional Sales

Loredana Oancea (Equity) +4021 311 27 54
Research, Serbia
Mladen Dodig +381 11 201 50 53
Research, Slovakia
Head: Juraj Kotian (Fixed income) +421 2 59 57 4139
Michal Musak (Fixed income) +421 2 59 57 4512
Maria Valachyova (Fixed income) +421 2 59 57 4185
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Published by Erste Bank der oesterreichischen Sparkassen AG Neutorgasse 17, OE 543 A-1010
Vienna, Austria. Tel. +43 (0)50100-ext.

This research report was prepared by Erste Bank der oesterreichischen Sparkassen AG (”Erste Bank”) or its affiliate named herein. The information
herein has been obtained from, and any opinions herein are based upon, sources believed reliable, but we do not represent that it is accurate
or complete and it should not be relied upon as such.  All opinions, forecasts and estimates herein reflect our judgement on the date of this report
and are subject to change without notice. The report is not intended to be an offer, or the solicitation of any offer, to buy or sell the securities referred
to herein. From time to time, Erste Bank or its affiliates or the principals or employees of Erste Bank or its affiliates may have a position in the
securities referred to herein or hold options, warrants or rights with respect thereto or other securities of such issuers and may make a market
or otherwise act as principal in transactions in any of these securities. Erste Bank or its affiliates or the principals or employees of Erste Bank
or its affiliates may from time to time provide investment banking or consulting services to or serve as a director of a company being reported on
herein. Further information on the securities referred to herein may be obtained from Erste Bank upon request. Past performance is not necessarily
indicative for future results and transactions in securities, options or futures can be considered risky. Not all transaction are suitable for every
investor. Investors should consult their advisor, to make sure that the planned investment fits into their needs and preferences and that the involved
risks are fully understood. This document may not be reproduced, distributed or published without the prior consent of Erste Bank. Erste Bank
der oesterreichischen Sparkassen AG confirms that it has approved any investment advertisements contained in this material. Erste Bank der
oesterreichischen Sparkassen AG is regulated by the Financial Services Authority for the conduct of investment business in the UK.
Please refer to www.erstebank.at for the current list of specific disclosures and the breakdown of Erste Bank’s investment recommendations.

Erste Bank Homepage: www.erstebank.at On Bloomberg please type: ERBK <GO>.

Erste Bank rating definitions

Buy > +20% to target price
Accumulate
Hold
Reduce

Sell

Our target prices are established by determining the fair value of stocks, taking into account additional fundamental factors and news of
relevance for the stock price (such as M&A activities, major forthcoming share deals, positive/negative share/sector sentiment, news) and
refer to 12 months from now. All recommendations are to be understood relative to our current fundamental valuation of the stock. The
recommendation does not indicate any relative performance of the stock vs. a regional or sector benchmark. 

< -10% to target price

+10% < target price < +20%
0% < target price < +10%
-10% <  target price < 0%

Important Disclosures

Specific disclosures:

(4) Erste Bank and/or its affiliates has an agreement with the covered company relating to the provision of investment banking services or 
has received a compensation during the past 12 months.

General disclosures: All recommendations given by Erste Bank Research are independent and based on the latest company, industry
and general information publicly available. The best possible care and integrity is used to avoid errors and/or misstatements. No influence
on the rating and/or price target is being exerted by either the covered company or other internal Erste Bank departments. Each research
piece is reviewed by a senior research executive, the rating is agreed upon with an internal rating committee of senior research
executives. Erste Bank Compliance Rules state that no analyst is allowed to hold a direct ownership position in securities issued by the
covered company or derivatives thereof. Analysts are not allowed to involve themselves in any paid activities with the covered companies
except as disclosed otherwise. The analyst's compensation is primarily based not on investment banking fees received, but rather on
performance and quality of research produced. 

(1) Erste Bank and/or its affiliates hold(s) an investment in any class of common equity of the covered company of more than 5%.
(2) Erste Bank and/or its affiliates act(s) as market maker or liquidity provider for securities issued by the covered company.
(3) Within the past year, Erste Bank and/or its affiliates has managed or co-managed a public offering for the covered company.

(5) Erste Bank and/or its affiliate(s) have other significant financial interests in relation to the covered company.

Company Disclosure Comment
A&D Pharma -- --
Antibiotice -- --
Banca Transilvania -- --
Biofarm -- --
BRD - Group SG -- --
Flamingo -- --
Impact -- --
Transelectrica -- --
Turbomecanica -- --
SNP Petrom -- --
Rompetrol Rafinarie -- --
SIF Banat Crisana (1) -- --
SIF Moldova (2) -- --
SIF Transilvania (3) -- --
SIF Muntenia (4) -- --
SIF Oltenia (5) -- --
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