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In acest articol, autorul descrie posibilitatea

mentinerii nivelului optim de capital in banca prin
utilizarea unui  instrument inovativ. —

ani, din cauza unui management deficient al capitalului,

condus la eliminarea multor elemente hibride

mecanismul de lucru al instrumentelor CoCos,

pentru managementul capitalului.
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Introducere. Criza financiard internationald a
demonstrat ca nivelul de capitalizare al bancilor, in :

special al celor de importanta sistemica, este insuficient.
Mai mult decat atat, calitatea capitalului ramane a fi o
problemd de ordin major. Referindu-ne la calitatea
capitalului, intelegem capacitatea lui de a acoperi
pierderile aparute in urma deteriorarii calitatii activelor,
deci, cu alte cuvinte, putem afirma cd, daca banca
inregistreazd o majorare a activelor toxice, este necesar
ca pierderile aferente acestor active sa fie acoperite de
capitalul actionar si de alte instrumente hibride viabile cu
capacitatea efectiva de absorbtie a pierderilor.

Din aceste considerente, dupa recenta criza financiara

convertibile -
contingente (CoCos), Comitetul de la Basel, suficienta -
capitalului ponderat la risc, instrumente hibride, capital -
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contingente convertibile (CoCos). In perioada ultimilor *
. management of capital, banks registered significant
s-au inregistrat pierderi semnificative in banci, ceea ce a
din
calculul capitalului regulatoriu. Aceasta insa a permis .
inovarea unor instrumente mult mai eficiente, cu o .
capacitate mult mai mare de acoperire a rviscurilor §i de
absorbtie a pierderilor. In articolul dat, se descriu -

by using an innovative tool: contingent convertible
bonds (CoCos). In the last years, due to deficient

losses, which led to the elimination of many hybrid
elements from the process of calculating regulatory
capital, while providing room for the development of
more effective tools with the ability of hedging and
absorbing losses at a higher level. This article
describes how CoCos work, their potential for

 development and effects that lead to better capital
potentialul de dezvoltare, precum §i efectele lor benefice -

management.
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Introduction. The international financial crisis
has demonstrated that the capitalization level of banks,
especially of systemically important ones, was not

. sufficient; more than that, the quality of bank capital
: remained a major problem. Speaking of capital quality,
- we understand its capacity of covering losses that
. appeared after the deterioration of assets, so, in other
> words, if a bank registers an increase of non-
. performing loans, it is necessary that losses regarding
- these assets will be covered by statutory capital or
- other viable hybrid instruments that have the effective
© capacity to absorb potential losses.

That is why, after the onset of the financial

© crisis, an alarming necessity for maintaining a higher
internationald, a aparut necesitatea alarmanti ca bancile sa -
detind o coti mai mare de capital. In plus, calitatea -
capitalului trebuie sa fie de un nivel mai inalt, pentru a °
asigura absorbtia potentialelor pierderi. Comitetul de la -
Basel, conform cerintelor ,,Basel III”’, a majorat minimul de °
capital detinut de catre banci prin impunerea unei cote
semnificative a capitalului actionar. Acest factor este unul -
decisiv pentru asigurarea stabilitdtii financiare, unde °
elemente precum capitalul actionar si profitul nedestribuit
devin cele mai importante surse de acoperire a pierderilor
imediate. Totodatd, prin prisma Basel III, multe din °
instrumentele hibride, ce faceau parte din componenta -
capitalului normativ total, deja, nu mai pot fi clasificate ca *
elemente al capitalului, motivul fiind capacitatea redusa de -

level of capital for banks appeared; more than that, the
quality of capital should be at a higher level for
assuring the absorption of potential losses. The Basel
Committee, through Basel III recommendations
increased the level of bank capital, especially by
increasing the share of statutory capital. This is an
essential factor for assuring financial stability, where
statutory capital and retained earnings become the most
important elements for covering immediate losses.
Also, in Basel III, much of the hybrid instruments that
were part of Tier I capital, already cannot be classified
as elements of capital, the main reason being the small
capacity of absorption, especially referred to
subordinated debt.
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absorbtie a pierderilor. in special, aceasta se referd la :
- main methodology of analysis is based on the

1. Metode si tehnici de analizi. Analiza situatiei din -
bancile Republicii Moldova se bazeazad pe utilizarea -
metodologiei stiintifice de cercetare: abstractia teoretica, -
cercetarea §i sinteza, metoda logica, metoda empirica -
(observarea directd constituind instrumentul principal de -
- recommendations are to impose the shareholders to be

Unul din scopurile primordiale ale recomandrilor -
,»Basel III” este de a impune actionariatul bancilor ca prim -
responsabil in asumarea pierderilor in perioadele de stres. -
Mai mult decét atét, detindtorii de obligatiuni, de asemenea, -
ar trebui s participe in managementul riscurilor bancare. in :
perioada crizei financiare, detinatorii de obligatiuni ai -
marilor banci transnationale, nu au inregistrat pierderi din -
instrumentele detinute, datoritd faptului cd bancile, care -
coborésera la pragul insolventei, au fost ,salvate” de catre -
stat prin injectii enorme de capital. Deci, problema -
hazardului moral este prezentd, iar actionarii si creditorii -
béancilor nu pun accentul pe managementul si evaluarea -
riscurilor, atita timp ct sunt interesati in inregistrarea -
extraprofiturilor prin efectuarea unor investitii extrem de -
riscante. In plus, experienta prin care regulatorii au pompat :
capital in bancile problematice, stopand astfel amplificarea -
riscului sistemic, a motivat mai mult actionarii bancilor mari -
de a-si asuma riscuri mai mari, fiind siguri ci potentialele -
pierderi ale bancilor, n special ale celor de importantd -
sistemicd, vor fi acoperitt de cétre stat din banii -
- hybrid instrument took form, which would impose

Datoritd acestor motive, s-a conturat ideea de -
creare a unui instrument hibrid ce ar sili actionariatul -
bancii sd pund accentul pe implementarea unei guvernari -
corporative si pe dezvoltarea unui management eficient -
- national regulators and with international standards

Pentru a se conforma la noile cerinte ale -
regulatorilor nationali si la standardele internationale -
privind managementul capitalului, bancile vor fi nevoite -
sd-si majoreze semnificativ capitalul normativ global mai -
cu seamd prin noi emisiuni de actiuni. Din aceste -
aferente -
- capital.
special includerea capitalului contingent in calculul -
- special interest in the use of contingent capital to cover

Din acest motiv, regulatorii nationali, manifesta un -
interes aparte pentru utilizarea capitalului contingent la -
- subordinated debt that can be converted into shares at

Capitalul contingent reprezinti un instrument hibrid, -
o datorie subordonati cu capacitatea de a se converti in -
actiuni la un anumit moment prestabilit. De reguls, -
momentul declansator de conversie este bazat pe anumite -
conditii si evenimente axate pe risc. Cu alte cuvinte, -
obligatiunile convertibile contingente (in continuare CoCos) -
sunt datorii subordonate pe termen lung, cu un cupon fix -
prestabilit, ce pot fi convertite automat din datorii in actiuni -
in cazul 1n care un anumit moment declansator este atins, -
transformand creditorii bancii in actionari. Prin capacitatea -
acestor obligatiuni hibride de a se converti in capital, banca -
isi poate majora capacitatea de acoperire a riscurilor si de ,

datoriile subordonate.

analiz3).

contribuabililor.

al riscurilor bancare.

considerente, mai multe alternative noi,
managementului capitalului, devin mai aplicabile, in

capitalului minim obligatoriu.

acoperirea pierderilor cauzate de stres.

1. Methods and techniques of analysis. The

application of scientific research methods: scientific
abstraction, analysis and synthesis, logical and
empirical methods (direct observation being a main
instrument for analysis).

One of the main purposes of Basel III

the first in charge for assumption of losses in stress
periods; moreover, bond holders also should take part
in management of banking risks. During the financial
crisis, the bond holders of transnational banks did not
suffer any losses from their held instruments. The
main reason was that those banks that reached the
limit of solvency were “saved” by the State by
injection of enormous quantity of capital. Thus, the
moral hazard problem is still present, and a bank’s
shareholders and creditors are not interested in
adequate management and risk evaluation. Instead of
this they are interested in obtaining extra-profits by
making extremely risky investments. More than that,
the way in which regulators injected massively capital
in problematic banks, motivated shareholders to act
more aggressively, while being sure that the potential
losses of their banks, especially of systemically
important ones, would be covered by the government
with taxpayer money.

Due to these reasons, the idea of creating a

shareholders to develop and implement corporate
governance in banks and develop an efficient risk-
based management.

To comply with the new standards of the

regarding capital management, banks will have to
significantly increase their regulatory capital largely by
issuing new shares. That is why many alternative and
new methods related to capital management are applied
nowadays, especially the inclusion of contingent
capital in the calculation of minimum regulatory

For this reason, national regulators show a

losses in periods of stress.
Contingent capital is a hybrid instrument, a

a specific time schedule. Usually, the trigger for
conversion is based on certain conditions and events
that are directly related to risk. In other words,
contingent convertible capital instruments (CoCos)
are long-term subordinated debt, with a pre-fix
coupon that can be automatically converted from debt
into shares at the moment of reaching the trigger
level. In this way, the bank’s creditors of the bank
shareholders. Through this conversion ability , a bank
can increase its capacity to cover risks and to absorb
potential losses during periods of economic
uncertainty. But, if the trigger level is not reached,
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absorbtie a pierderilor, in conditii de instabilitate economica.
Insa, daca momentul declansator nu este atins, obligatiunile -
- maturity.

convertibile contingente (CoCos) sunt evaluate ca
obligatiuni ,,simple” care, la maturitate, sunt rascumparate.

Prin acest proces de recapitalizare, banca isi -
majoreaza imediat capitalul si, totodatd, isi micsoreaza -
obligatiile la termen fatd de creditori. Este de mentionat -
ca, prin acest proces, banca nu obtine o injectie de capital -
lichid, dar transforma un instrument de datorie in actiuni -
capacitatea de absorbtie a -
obligatiunilor -
convertibile contingente (CoCos) are un efect direct -
- capital.

Succesul aplicarii instrumentelor CoCos este -
nemijlocit corelat cu stabilirea nivelului optim de -
conversie, pentru a asigura acoperirea riscurilor, in -
momentul oportun, si a mari interesul potentialului -
investitor. Instrumentul CoCos poate avea unul sau mai -
multe praguri de declansare a conversiei. in cazul mai :
multor praguri, mecanismul de conversie se activeaza in -
- instrument, the conversion mechanism is activated

Pragurile de conversie pot fi stabilite atat de catre -
regulator, prin norme standardizate, cat si de cétre bancd -
aparte. Teoretic, aceste praguri pot fi stabilite in baza -
- bank itself. Theoretically, these trigger level can be
- established based on following data:

ordinare, majorandu-si
potentialelor ~ pierderi.  Conversia

asupra Iimbunatatirii calitatii capitalului detinut de banca.

momentul in care unul din praguri este atins.

urmatorilor factori:
=  suficienta capitalului;
= capitalul minim reglementat;
=  capitalizarea bancii pe piata bursiera.

De asemenea, pot fi stabilite praguri de conversie,
la discretia regulatorului. De exemplu, daca o bancd se -
confruntd cu probleme de solvabilitate, regulatorul poate -

activa conversia CoCos 1n actiuni, pentru a evita riscul de
insolventa si a acoperi potentialele riscuri.

Actualmente, se identificd doud tipuri de
obligatiuni CoCos, diferentiindu-se in functie de pragul

obligatiuni cu prag redus de declansare. Obligatiunile
CoCos cu prag inalt de declansare (ex.: nivelul de
suficientd ajunge la limita de 7 p.p.) se vor converti
destul de rapid in perioadele in care banca inregistreaza
pierderi. Al doilea tip de obligatiuni CoCos, cu prag
redus de declansare (ex: suficienta capitalului coboara
sub limita de 5 p.p.), s-ar putea converti doar in cazuri
exceptionale, cind societatea bancard atinge limita
insolvabilitatii; astfel, obligatiunile CoCos s-ar prezenta
ca instrumente de asigurare in perioade de criza.

obligatiunilor convertibile in contingente, pe baza
pragurilor de declansare, vom apela la un exemplu, redat
grafic prin figura 1.

Exemplu: Banca X, la sfarsitul trim. 1, define un - holds q level of capital adequacy of 10 percent and two

: capital buffers consisting of CoCos with low-level
- triggers (2 percent) and high-level triggers (2 percent).
* In the period of the second quarter, due to quality
" deterioration of the credit portfolio,
 adequacy ratio fell to 7 percent. Automatically, the

- CoCos instruments with a high trigger level converted
convertite in actiuni (pragul de declansare fiind stabilit -

nivel de suficienta a capitalului de 10 p.p., si doud
bufferuri a cdte 2 p.p. formate din obligatiuni CoCos cu
prag redus si cu prag inalt de declansare. In trimestrul
11, in urma deteriorarii portofoliului de credite, suficienta
capitalului scade la 7 pp. si, in mod automat,
obligatiunile CoCos cu grad inalt de declansare sunt

contingent convertible capital instruments (CoCos)
are evaluated as simple bonds that are redeemed at

Through this recapitalization process, the bank
increases its level of capital immediately and
simultaneously reduces its liabilities to creditors. It is
also important to mention that through this process the
bank does not get an injection of liquidity, but turns a
debt instrument into ordinary shares, increasing its
capacity to absorb potential losses. Conversion of
contingent convertible capital instruments (CoCos) has
a direct effect on improving the quality of a bank’s

The success of applying CoCos is directly
correlated to the establishment of an optimal
conversion level that would assure an adequate level of
risk covertness at the right moment as well as provide
an interest for a potential investor. CoCos instruments
can detain one or more levels of trigger conversion. If
there are several trigger levels established for a CoCos

when one of the trigger levels is reached.
The trigger levels can be established by the
regulator through standardized rules and also by the

— capital adequacy;

— minimum regulatory capital;

— level of bank capitalization on the stock
market.

Also, as we mentioned, trigger levels can be

. established by the regulator. For example, if a bank
: experiences solvency problems, the regulator can
. activate the conversion of CoCos into shares in terms

- of avoiding the failure of the bank
de conversie: obligatiuni cu prag fnalt de declansare si -

Currently, there are two types of CoCos

- instruments that differentiate in terms of established
- trigger levels: low- and high-level triggers. CoCos
- with a high-level trigger (eg: CAR level reaches 7 p.)
- will convert quickly in periods when a bank faces
- serious losses (Figure 1). The second type of Cocos,
- with a low trigger level (eg. CAR level reaches 5 p.)
- will convert in exceptional cases, when a bank
- reaches the limit of insolvency; in this case CoCos
- instruments would work as assurance instruments in

* times of crisis.
Pentru a descifra mecanismul de conversie a -

For explaining the conversion mechanism of

- CoCos regarding its trigger levels, we will further
- describe it with an example based on figure 1:

Example: At the end of the first quarter, Bank X,

the capital

into shares (trigger level for conversion is set at 7
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la limita de 7 p.p.), ceea ce duce la majorarea suficientei
capitalului cu 2 p.p., ajungand la nivelul de 9 p.p. Deci,
la sfarsitul trimestrului II, banca va inregistra un nivel de -
suficientd a capitalului de 9 p.p. si un buffer de 2 p.p., -
constituit din obligatiuni CoCos cu prag redus de -
declangare. Ulterior, in perioada trimestrului III, -
tendinfa de deteriorare a portofoliului de credite -
continud, iar suficienta capitalului scade la nivelul de 5 -
p.p. ceea ce provoacd o conversie a obligatiunilor cu -
prag redus de declansare in actiuni. Aceasta va duce la -
majorarea suficientei capitalului de pdnd la 7 p.p., ceea -
ce va permite bancii sda activeze conform normelor -
stabilite de catre regulator.

- quarter,

percent), which lead to an increase of the capital
- adequacy ratio up to 9 percent. Thus, at the end of the

second quarter, Bank X registered a 9 percent CAR

- and also one capital buffer of 2 percent (consisting of

CoCos with low trigger level). Later, during the third
the tendency of portfolio deterioration
continued and the capital adequacy felt to 5 percent
which launched the second conversion of CoCos, in
this time those with low trigger level of conversion. So,
this conversion leads to an increase of the capital
adequacy to 7 percent, which permits the bank to
activate in accordance with the regulatory rules

- established by the regulator.

O Suficienta capitalului / CAR O CoCos prag inalt / CoCOS high trigger
@ CoCos prag redus / CoCOS low trigger
16%
14%
2%
12%
2%
10% 2% 2%
8% 2% :
6% 2%
10% 9% >
4% °
7% 7%
0,
2% e
0%
Triml/Q1 Trimll/Q2 Trimll/Q3

Figura 1. Conversia obligatiunilor CoCos /

Figure 1. Conversion mechanism of CoCos

Sursa: elaborat de autor / Source: elaborated by author

Actualmente, obligatiunile CoCos sunt apreciate
pozitiv de cétre agentiile internationale de rating. Din punct -
de vedere al stabilitatii financiare, obligatiunile CoCos, au o -
si mai mare importantd. Spre deosebire de actiuni, a céror -
profit este direct corelat cu riscul asumat, obligatiunile -
CoCos au o tendintd inversd — cu cat riscul bancar este mai -
mare, cu att prima oferitd per obligatiune va fi mai mare, -
insd, pentru investitori, aceasta va fi mai putin atractiva, din -
considerentul cd pragul de conversie poate fi atins in scurt -
timp. Iatd de ce emisiunea de obligatiuni CoCos poate avea -
un efect disciplinar i o directionare spre un management -
mai performant al riscurilor bancare. :

In prezent, piata obligatiunilor CoCos este relativ :
micd, desi inregistreaza o tendintd de crestere. Bancile au -
emis aproximativ 70 de miliarde USD 1n obligatiuni CoCos,
incepand cu anul 2009. Pentru comparatie, in aceeasi -
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Currently, CoCos are rated positively by
international rating agencies. From the financial
stability role, CoCos have a more significant role.
Unlike stocks, whose profit is directly related to
assumed risk, CoCos has a reversed tendency. As the
credit risk is higher, the premium offered for the bond
will be higher, but for investors this type of instrument
will be less attractive for the reason that the trigger
level can be reached shortly. That is why the issuance
of CoCos can have a disciplining effect and induce the
development of a better risk-based management.

Nowadays, the CoCos market is relatively small,
but registers an increasing trend. From 2009, banks
have issued about 70 billion of CoCos in terms of US
dollars. For comparison, during the same period, banks
have issued about 550 billions of subordinated debt in
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perioadd, bancile au emis aproximativ 550 de miliarde USD -
datorii subordonate, ce nu se clasifica ca obligatiuni CoCos, -
si circa 4,1 trilioane USD in obligatiuni negarantate de rang -
superior. Oricum, volumele de obligatiuni CoCos emise in -
ultimii doi ani au inregistrat cresteri, si, intr-o perspectiva pe -
termen scurt, se asteaptd ca ritmurile de crestere sa se -
-+ same.

Totusi, la nivel global, identificarea potentialilor -
investitori interesati de acest tip de instrumente hibride -
raimine o problemd de timp. Investitorii institutionali, -
precum fondurile mutuale, de asigurdri, de pensii, si alti -
investitori interesati in venituri fixe continud si procure -
obligatiuni traditionale. Acest fapt se datoreazd atat pietei -
relativ putin dezvoltate, cit si multor lacune aferente -
contabilizarii la nivel local in diferite economii. Din aceste -
considerente, regulatorii nationali sunt obligati sd si ajusteze -
reglementdrile nationale, ca sd poatd crea conditii atractive -
pentru stimularea investitiilor in obligatiuni CoCos. O -
abordare interesantd este emisiunea obligatiunilor CoCos -
angajatilor bancii. Prin acest pas, se poate echilibra hazardul -

mentina la acelasi nivel.

moral al managerilor de risc,

deoarece conversia -

obligatiunilor in actiuni le va reduce din Venjtun'lez
disponibile, deci ei vor fi interesati sd-si asume riscuri -
optime pentru o activitate eficientd a bancii si, in acelasi -
timp, vor beneficia de inregistrarea veniturilor din -

obligatiunile CoCos detinute.

" time benefit from the

La nivel international, piata obligatiunilor hibride
CoCos dispune de un potential enorm de dezvoltare, din -
simplul considerent ca, potrivit cerintelor ,Basel III” -
aferente detinerii capitalului, toate instrumentele hibride care -
se Incadrau in calculul capitalului isi pierd actualitatea, -
fiindca au o capacitate redusa de absorbtie a pierderilor. Din -

acest motiv, obligatiunile

CoCos ar putea inlocui -

instrumentele hibride precedente. Drept exemplu ne poate
servi experienta Elvetiei, unde regulatorul national a -
introdus o componentd progresivdi a capitalului cu -
echivalentul de pana la 6 p.p. din activele ponderate la risc, -
ca fiind un buffer adiacent format din obligatiuni CoCos cu -
praguri reduse de declansare. Deci, béncile elvetiene sunt -
obligate sa detina suficienta capitalului la nivelul de 8.5 p.p., -
din care 5.5 p.p. le reprezintd capitalul actionar, iar 3.5 p.p. -
vor fi constituite din obligatiuni hibride CoCos cu praguri -
inalte de declansare. In plus, bancile de importanta sistemica -
sunt obligate sa detini un buffer de capital aditional de pana -
1a 9 p.p. din activele ponderate la risc, fiind formate exclusiv -
din obligatiuni hibride CoCos, pentru a asigura acoperirea

potentialelor pierderi.

In scopul prognozirii potentialului de dezvoltare al -
pietei obligatiunilor hibride CoCos in Europa, s-a tinut cont -
de experienta Elvetiei. Si, nemijlocit, deoarece ponderea -
sectorului bancar al Elvetiei in PIB-ul national reprezinti o -
exceptie la nivel international (fiind extrem de mare), s-a -
previzut crearea unui capital buffer de pani la 6 p.p. din -
activele ponderate la risc ale 25 din cele mai mari banci din -
Europa. Din calculele efectuate, a rezultat ci piata -
obligatiunilor hibride poate atinge cote de cca 550 mliarde -
de euro. Pentru o comparatie, volumul instrumentelor -

terms of US dollars, while CoCos not being classified
into this category, and approximately 4.1 trillions of
senior unsecured bonds. However, the volume of
issued CoCos for the past two years have increased,
and the prospect for the short-term are that the
increases in the pace of growth rates are to remain the

However, at a global level, the identifying
process for finding potential investors for this type of
hybrid instruments remains a matter of time.
Institutional investors such as mutual, insurance and
pension funds as well as other fixed-income investors
remain interested in purchasing traditional bonds. This
is related to a relatively small market of CoCos and
many gaps regarding local accounting in different
economies. For this reason, national regulators are
obliged to adjust their national regulations to create
attractive conditions to stimulate investment in CoCos.
An interesting approach is the issuance of CoCos for
bank employees. Through this step the the moral
hazard of risk managers can be equilibrated, because
the conversion of CoCos held by them will diminish
their disposable income. Thus, they will be interested
to take optimal risk in management process as to assure
a more efficient activity of the bank and at the same
dividends of the CoCos
instruments.

At an international level, the CoCos market has
huge potential for development, for the simple reason
that in terms of ownership of the capital requirements
regarding Basel III, all hybrids that were included in
capital calculation are not present because they have a
reduced capacity to absorb losses. That is why, CoCos
can replace previous hybrids. For example, we can
analyze the experience of Switzerland, where national
regulators have introduced a progressive capital
component to the equivalent of up to 6 percent of risk-
weighted assets, as an additional buffer formed from
CoCos with low trigger levels. Thus, Swiss banks are
required to hold a capital adequacy of 8.5 percent of
which 5 percent represent the equity capital and 3.5
percent are CoCos with high trigger level. Moreover,
systemically important banks are required to hold an
additional capital buffer of 9 percent of risk-weighted
assets composed exclusively of CoCos, as a surety to
cover all risks.

For forecasting the potential of development of
CoCos market in Europe, we considered the Swiss
experience. Due to the fact that the banking sector
represents an immense share in the Swiss GDP, an
exception from all other economies, there was
estimated to be created a capital buffer of up to 6
percent of risk-weighted assets for the 25 largest banks
in Europe. From the assumptions made, it resulted that
the CoCos market can reach levels up to 550 billion
EUR. To make a comparison, the volume of hybrid
instruments which are currently held by 20 largest

hibride, ce fac parte actualmente din calculul capitalului de , banks in Europe is 1.5 trillion EUR.
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gradul I al celor mai mari 20 de banci din Europa constituie -
1,5 trilioane de euro.
In februarie 2011, banca internationald Credit Suisse
a lansat prima emisiune de obligatiuni hibride CoCos, in -
conformitate cu noile cerinte regulatorii de detinere a -
capitalului. Obligatiunile CoCos aveau o maturitate de 30 -
ani, un cupon de 7.87 p.p. si un prag de declansare in cazul -
ca suficienta capitalului ar fi coborét sub nivelul de 7 p.p. De -
asemenea, o clauza specifica este conversia obligatiunilor in -
actiuni, la solicitarea autorititii de supraveghere, daca -
regulatorul va observa cd banca a atins punctul critic de -
insolventd si conversia a devenit inevitabild. Compania de -
rating internationald Fitch a catalogat aceste instrumente cu -
ratingul de BBB+. Succesul emiterii obligatiunilor CoCos -
de citre Credit Suisse a demonstrat In mod practic -
potentialul si beneficiile acestor obligatiuni, insd este de -
mentionat cd aceasti bancd a beneficiat de suportul -
investitorilor sdi strategici §i a unui conglomerat de -
investitori individuali care au fost dispusi si procure -
instrumentele respective. :
2. Rezultate si discutii. Analizind rezultatele -
implementarii obligatiunilor hibride CoCos pe scard largd, -
putem enumera urmatoarele beneficii: :
* o capacitate Tnaltd de absorbtie a potentialelor -
pierderi; :
*  posibilitatea restabilirii normei capitalului in -
perioade de stres; :
= costul redus al capitalului (capitalul imprumutat -
este mult mai ieftin decat capitalul actionar); :
*= efectul de atenuare a hazardului moral -
(asumarea unor riscuri excesive poate cauza -
pierderi si diminuarea capitalului, fapt ce ar -
declansa conversia obligatiunilor in actiuni si, -
ulterior, modificarea structurii actionarilor); :
*  emiterea obligatiunilor CoCos va accentua -
corelarea managementului riscului asumat de -
catre bancd cu normele regulatorii de capital -
minim stabilite; :
*  diminuarea necesitdtii de a ,salva” bancile -
problematice, in special cele de importantd -
sistemicd, prin efectuarea injectiilor de capital -
din banii contribuabililor.
in Republica Moldova, reglementirile normelor de -
capital corespund doar cerintelor Basel I, ceea ce denoti ci -
eficienta lor din punct de vedere calitativ este mica, riscurile -
fiind insd destul de mari. Daci vom analiza din punct de -
vedere cantitativ, cerintele autohtone fati de capital sunt -
suficient de mari §i se conformeazi la standardele -
internationale: suficienta capitalului a fost majorati la 16 p.p. -
(BNM a prognozat majorarea treptati la 20 p.p., insd, -
ulterior, a fost amanata aceastd decizie din motivul ci va -
exista o presiune extrem de mare asupra activititii bancilor -
comerciale, in special a celor mici), iar cuantumul -
capitalului minim necesar s-a stabilit la suma de 200 -
milioane de lei.
O alti situatie este, daci analizim prin prisma calititii -
cerintele fati de capital. Un plus ar fi faptul ci, actualmente, -
capitalul actionar constituie componenta de bazi a ,
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In February 2011, the Credit Swiss bank made

- the first bond issue of CoCos that was in terms of new
- regulatory requirements for holding capital.

The
maturity of CoCos was 30 years, the coupon of 7.87
percents the trigger level was set at 7 percent for the
capital adequacy ratio. Also, a specific clause was
established that represented the possibility of the
regulator to convert the bond into shares if the
authority notes that the bank reached a critical point of
insolvency and conversion is inevitable. The
international rating company Fitch categorized these
instruments as BBB+. The succession of CoCos
issuance by Credit Swiss demonstrated in practice the
potential and benefits of these types of bonds, but we
have to notice that Credit Swiss has received the
support of its strategic investors and from a
conglomerate of individual investors that were willing
to buy these types of instruments.

2. Rezults and discussion. Analyzing the

- benefits of implementing CoCos on a large scale we

can enumerate the following:

= High capacity to absorb losses;

= Capacity to restore the optimal level of capital
in stress times;

= Reduced cost of capital (equity loan is much
cheaper that equity capital);

» The effect of mitigation the moral hazard
(excessive risks lead to capital losses and
reducing its level, that can trigger the
conversion of CoCos into shares which can
lead to subsequent changes in the structure of
the shareholders);

= The issuance of CoCos will impose a bank to
correlate risk-based management with its
capital requirements established by regulators;

* Diminishing the need to bail out toxic banks,
especially systemic important ones, through
injections of taxpayer money.

In the Republic of Moldova regulations
regarding capital requirements are consistent with
Basel I, which implies that the efficiency in terms of

- quality is at a low level and the risks are quite high. If

we analyze the capital requirements from the
quantitative point of view, we can conclude that they
are large enough and conform to international
standards: the capital adequacy ratio was established by
the regulator at the level of 16 percent (the National
Bank of Moldova forecasted to increase this ratio to 20
percent, but later postponed the decision on the
grounds that it would create an extremely high pressure
on the activity of commercial banks, especially on the
smaller ones) and the minimum capital requirement is
set at 200 million MDL.
Another situation

is if we look from the

- qualitative point of view. An added benefit is that now

the equity capital is the core component of the
regulatory capital, which means that all losses
stemming from inefficient management are supported
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capitalului reglementat, ceea ce presupune ca toate pierderile -
aferente activitatii ineficiente a bancii vor fi acoperite din -
banii actionarilor, nu din fondurile deponentilor sau -
creditorilor. Mai mult decat atdt, in calculul capitalului -
normativ total nu se includ instrumentele hibride si derivate, -
ce ar detine o capacitate redusd de absorbtie a riscurilor. -
Doar datoriile subordonate se regdsesc in componenta -
capitalului de gradul II, desi ponderea lor nu este -
semnificativa, iar efectul de remediere si acoperire a -

potentialelor pierderi este destul de mic.

Iatd de ce, dezvoltarea conceptului de obligatiuni
hibride CoCos si implementarea acestora in Republica -
Moldova ar avea un sir de efecte benefice pentru asigurarea -
stabilititii bancare §i orientarea activitdtii béncii spre -
managementul riscurilor si guvernantei corporative. Odata -
cu dezvoltarea §i implementarea acestui tip de instrument -
hibrid, in Republica Moldova ar apérea prerogative noi de -
dezvoltare si ajustare a economiei autohtone la standardele -

internationale, in special:
=  extinderea unei piete bursiere eficiente;

=  aparitia agentillor nationale de rating siz
evaluare; :

= cresterea  spectrului  de  instrumente -
investitionale;

= evoluarea culturii investitionale.

Din acest considerent, este extrem de benefic ca -
BNM sa urgenteze procesul de trecere la Basel 11 si Basel 111 -
pentru a aduce plusvaloare activitdtii bancare autohtone prin -
prisma stabilititii, eficientei, profitabilititii si dezvoltarii -

instrumentelor inovative.

3. Concluzii. in concluzie, putem afirma ci pentru :
bénci, pe plan international, piata obligatiunilor va inregistra -
schimbari semnificative In anii urmdtori. Riscurile sunt in -
continua schimbare. Din aceste considerente, si tehnicile de -
identificare si management a lor trebuie sd fie ajustate. Noile -
cerinte Basel Il deja exclud instrumentele hibride din -
fapt ce creeaza -
prerogative pentru dezvoltarea noilor instrumente precum -
obligatiunile hibride CoCos. Pe termen mediu si lung, acest -
nou tip de obligatiuni va capéta un rol si mai important in -
managementul capitalului. Ba chiar poate fi luat in calcul ca -
0 componenta a capitalului de gradul I (exemplul descris -
mai sus — Elvetia), ceea ce va asigura o stabilitate financiara -

calculul capitalului normativ total,

mai mare i o activitate bancara mai eficienta.

by shareholders, not by debtors or creditors of the
bank. Moreover, the calculation of total regulatory
capital does not include hybrid instruments or
derivatives, which have a reduced capacity to cover
risks and absorb losses. Only subordinated debt
represents an element of Tier II capital, which meets
certain conditions. However, its share is not significant
and the effect of remediation and loss coverage
potential is not high enough.

That is why the development of the CoCos
concept and its implementation in the Republic of
Moldova would have a number of beneficial effects in
order to ensure stability of the banking sector as well as
the promotion of risk-based management and corporate
governance inside the bank. With the development and
implementation of CoCos instruments in Moldova
several prerogatives for development of the national
- economy to the international standards would appear,
- in particular:

= development of an efficient stock market;

= creation of national rating and evaluation

agencies;

= development of new investment instruments;

= development of an investment culture;

For this reason, it is extremely important that the
National Bank of Moldova increase its perspectives to
adopt the Basel II and Basel III requirements, to give
added value to the domestic banking sector through
stability, efficiency and implementation of innovative
- instruments.

3. Conclusions. In conclusion, we can state, that
for banks, the global bond market will record significant
changes in the upcoming years. Risks are constantly
changing, that is why identification techniques and their
management should be adjusted specifically. Basel III
requirements already exclude hybrid instruments from
the calculation of regulatory capital, which creates the
possibility to develop new hybrid instruments such as
CoCos. In the medium and long term, CoCos will obtain
a more important role in the management of capital,
even more it can be included in the calculation of Tier I
capital (Switzerland, as an example described above),
which will assure stability and a more efficient banking
, activity.
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