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Abstract: Loans are a viable solution for purchasing the necessary goods. In an economy with still modest capitalist sunbeams, the appearance of credit, as a market’s result couldn’t have consequences. The analysis of credit and commerce relation reveals, exactly these consequences. 
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1. INTRODUCTION

One of the most used services by people for satisfying their needs are banking services and commerce. These services are settled as indispensable for long time. In Romania, banking services and commerce determined an improvement of living level through cause – effect interdependence of these two services. On the other hand, looking through history’s eye, capitalism brought new principles, absent in communist era: market and fight of demand and supply.

Bank’s role is to connect economic entities that look for funds with those who look for investments. The base and connection of commerce and credit is the exchange theory: commerce through buying and selling goods and credit as in time goods’ substitute. The base of these two mechanisms: COMMERCE AND CREDIT is the market system alike “an engine with internal combustion which is propelled by the tireless piston of transactions: the EXCHANGE”. (Heilbroner, 1994, p. 28).


In order to satisfy their needs, people buy the necessary things paying cash or using money from credits. Taking into account that credits’ destination is to buy nonfood goods, credit influence on commerce in Romania, has been done analyzing the evolution of retail commerce of nonfood goods and nongovernmental credit. This analysis reveals that:

· commerce registered an annual medium rising, in real terms, of 6.10% between 1993 – 2005;

· nongovernmental credit diminished with an annual average of 0.54% in the same period of analysis.

Even though, the nongovernmental credit declined and registered a sinuous evolution, absolute values shows a significant using degree and an obvious growing trend. Daedalus Consulting – a market research company – revealed in 2004 and 2007 that using degree of credit grew from 21, 4% (2004) to 58, 8% (2007).

2. THE CREDIT INFLUENCE ON COMMERCE AT
 MICROECONOMIC LEVEL


The analysis of credit influence on commerce at microeconomic level is done through a sectoral analysis regarding real estate market, cars market, and durable goods market. The analysis is done from this sectoral point of view because on these markets the credit had a strong and copious impact.

The credit influence on commerce on real estate market - The Romanian real estate market is characterized by a big dwellings’ deficiency. Even though Romanian population diminished with an average of 0,48% inhabitants between 1993 – 2005 and dwellings stocks grew with an annual average of 0,50 dwellings, the ratio inhabitants – dwellings grew from 1 to 0,33 in 1993 to 1 to 0,38. Although the number of dwellings is growing, in Romania 2 dwellings are built to 1 thousand inhabitants. This level is four times lower than European rhythm of building. The necessary of dwellings represents a very big problem for Romania. This problem has reached several solutions from market system:

· mortgage loans – appeared for the first time in Romania in 2001 in the portfolio of Alpha Bank. Total mortgage loans engaged by population in April 2007 were 8.720,7 millions Lei.

· crediting – saving system presents on Romanian market since 2004 with Raiffeisen Banca pentru Locuinţe and HVB Banca pentru Locuinţe. This system is based on a compulsory saving period followed by a crediting period with a fix interest, lower then market interest. This facilitate is completed with a prime from state.

Mortgage loan has an important influence on real estate market. First of all this influence materialized in an accelerate price growth of dwellings. In 2003 the dwellings’ price doubled. This growing trend maintained in 2004 an in the first half of 2005.  This price growth was determined by high demand for dwellings, not necessary ended with a purchase. This fact, determined the house seller to raise the price chaotically, behind their real value. In conclusion of this spectacular price rising, the real estate market blocked in summer 2005. This blockage with the price growth, was settled by the discrepancy between the demand and supply for dwellings and also, by the population’s limited access to mortgage loans. The banks, in order to reduce the blockage modified mortgage loans and reduced the interests. These changes reveal a maturation of real estate Romanian market, accompanied with a change of consumer behavior regarding their claims and options. These changes determined a diminishing of dwellings in 2005 autumn. But, for new dwellings, the price is still rising because the demand – supply ratio isn’t equilibrated; the balance is still very unbalanced. 


A new solution for dwelling problem in Romania is the mortgage loans in Japanese yens and Swiss francs. This type of loans appeared in autumn 2005 with OTP Bank. The main advantage of these loans is the low nominal interest that determines a rising of loan value but accompanied with a high currency risk. 


The mortgage loans influence the real estate market in all its sectors and have a dynamist role also, regarding the construction. The construction market doubled in 2006 comparative with 2005. This dynamism has impact on vertical and horizontal level of real estate market through raising all his connected sectors: the construction industry, the construction materials and also the entire banking system. 

The credit influence on commerce on cars market - Between 1990 – 2005 the population endowment with cars registered an annual average growth by 5, 29%. The Romanian cars market registers a continuous growth since 1990 still present. In the last six months of 2005, the cars market rose with a rhythm of 65% comparative with the same period of previous year, and in the first nine months sold over 157.000 cars, with 12.000 more then entire 2004. This cars selling boom was determined by the next causes: economic growth, improvement of living level, unique tax share, euro depreciation, financing possibilities. Through all these aspects Romanians felt that their purchase power grew. Credit had a very important role in cars selling besides leasing. Credit and leasing are the main ways of purchasing cars – in 2004 31% of cars acquisitions were made through a loan. In 2006, the growing rhythm of cars market slows down for four times comparative with 2005. Also, in 2006, the number of banks that offered loans for cars reduce to only ten. In 2007, the cars market raises the bid. The cars selling grew with 23, 4%, in first five months according to Association of Producers and Importers of Automobiles.

The credit influence on commerce on durable goods market - The consume credit is the credit offered by companies to population in order to pay by installments durable goods. This type of credit was introduced for the first time in Romania in 1994 by Flanco. In the retailer’s total sales, the credit has an overwhelming ratio. In 2003, the ratio of credit sales on the most important retailers was: Altex: 70%, Flanco: 50%, Domo: 80%. In present, the ratio on credit sells is 50%. This type of credit has a big problem: Romanians were very attracted by it because of its interest which, on a first look, appeared to be the most attractive. But, this interest appeared to be, on a carefully analysis, higher than the one practiced by banks, and over time, with high costs. But, this appeared not to be an inconvenience: the clients were attracted by easier credit condition and the obtaining rapidity. Annual Effective Interest was introduced with mandatory character in order to reveal the real credit costs.


In conclusion, this type of credit had an significant influence on commerce with durable goods. This influence will maintain in future because of its attractive conditions.

3. THE CREDIT INFLUENCE ON COMMERCE ON
 MACROECONOMIC LEVEL


The credit is one of state’s intervention instruments in economy. In Romania, credit is an operation which generated, on macro level, a lot of “strong sensations” during time.


One of these sensations is the growth of current account deficit. The current account evolution is one of the biggest concerning of Romania National Bank (NBR). Current account deficit grew with 68, 2% from May 2002 to December 2002. The consume goods import, which include fridges, washing machines, cooking machines, grew with 9,8% and cars import grew with 17,8% in the first five months of 2003, resulting a current account deficit of 2,57 dollars billions in first semester of 2002. This current account deficit is supposed to be determined by credit. But, credit is not the absolute responsible for that, because such a big current account deficit is, also, determined by the inefficiency and lack of competitiveness of Romanian economy. Credit implies an additional demand, which if is not satisfied from internal production is oriented on import production. 


In the first semester of 2005, the current account deficit was 899 millions euros, according to NBR, bigger than the same period in 2004 with 85, 7%. This growth of current account deficit corresponds to internal credit’s evolution. The internal credit grew because of national currency appreciation and the unique tax share. The unique tax share determined a rise of average net salary with 5, 2%. To this share rise was added the appreciation of national currency and the growth of aggregate demand, determining a 10% growth in purchase power. The growth of purchasing power also generates a rise of an indebtedness level.


The European Commission report on candidate and pre-assessing countries – 3td trimester 6 October 2006 shows that the current account deficit grew to 9, 8% from GDP in the first half of 2006 from 8, and 8% in 2005. 


The growth of purchasing power determines a bigger quantity of money in circulation and, implicitly, the possibility to generate inflation. The inflation analysis of NBR reveals that in 3rd semester of 2005 the annual average of inflation diminished with one percentage point comparative with 2nd semester, till 8, 9%. The instruments used by NBR to counteract the inflationary skidding were those of prudential and administrative monetary policy through foreign currency credit restriction. 


Romania encounters the disinflation phenomenon. For the first time, since 1989, Romania register a negative consume price index. In September 2006, registered an inflation of 0, 05% determining an annual average inflation rate of 5, 48%

 
Nongovernmental credit grew with 48, 3% in July 2006 comparative with the same period in 2005.  95% of this growth was determined by the loans in national currency.

The Report of International Monetary Fund – 2007 Article IV Consultation Concluding Statement of the Mission March 2007 reveals that “Growth and inflation performance has been remarkable. Real GDP growth was 7.7 percent last year. Domestic demand grew strongly owing to a sharp increase in private consumption and investment. CPI inflation was 4.9 percent y-o-y at end-2006, against the NBR’s 5 percent central target. In addition to prudent monetary and fiscal (through November 2006) policies, inflation performance benefited by slower-than-envisaged

administered - price increases, falling agricultural prices, and an appreciating currency. However, the declining trend of core inflation has stalled. From a low base, real domestic credit is estimated to have grown by 66 percent in 2006 reflecting both strong leu - and foreign currency denominated credit. The current account deficit widened to 10.3 percent of GDP, compared with 8.7 percent in 2005, reflecting large excess demand pressures”.

The NBR’s analysis regarding population behavior “indebtedness risks are from their dynamic and their structure. Population takes loans in order to buy durable goods (79% from credit in 2006, comparatively with 75% in 2005). The consume credit generates 92% of indebtedness carriage and it’s the main contributor to its growth. The population banking indebtedness has a bigger rhythm then saving. Population maintains his creditor carriage on banks; even though is reducing with 56% comparatively with 2005”.  

The credit influences on macroeconomic level are multiple and are like a small engine in entire economic mechanism. 

4. CONCLUSIONS AND PROPOSALS

Direct influence of nongovernmental credit on commerce is mathematically demonstrated through an correlation report of 0,97. ANOVA analysis shows that nongovernmental credits significantly influence the commerce evolution in Romania – Figure 1 The correlation between credit and commerce.

Dependent variable.. Commerce            Method.. Linear

Multiple R           ,97582

Analysis of Variance:

                  DF   Sum of Squares      Mean Square

Regression    1    1839227288,6     1839227288,6

Residuals      11       92262949,2        8387540,8

F =     219,28087       Signif F =  ,0000

-------------------- Variables in the Equation -------

Variable                        B        SE B       Beta         T  Sig T

CREDIT              ,819731     ,055357    ,975824    14,808  ,0000

(Constant)      2018,561299 1087,422832                1,856  ,0904


The ascending trend and exponential evolution of real estate market is caused, mainly, by credits. Once with mortgage credit, real estate market consolidates its existence and touches his maturation, especially through credit functionality, increasing dwellings supply and even, consumer behavior change.

An important aspect of credit –
real estate market relation is the social one. This dimension is stressed by the big dwellings deficiency. The main social influence of credit is to facilitate the access to dwellings purchase. 


Motorization level in Romania grew significantly in last four years. The boom’s cars market was determined by strong competition associated with various financing possibilities based on loans. 


That what meant a real phenomenon in Romania was the extreme appetite for durable goods. This phenomenon was determined by credits. Retailers took advantage of this and fructified to high shares the Romanians need of durable goods.


In conclusion, all these implications of credit on commerce were felt on macroeconomic level. Relation credit – commerce materialized on current account deficit growth and on NBR’s efforts to maintain economic parameters: inflation and current account deficit.


The relation credit – commerce, on macroeconomic level, is an important element through its implications on economic equilibrium. From this point of view, the NBR’s efforts should be oriented though maintaining the prudential policy. In order to have a sustainable economic growth, NBR’s policy should be more relaxed in order to raise the internal production of goods and services. 

Commerce has an important role in economy, assuring the connection between producer and consumer. Credit offers to consumer the money necessary. Commerce – credit – consumer form an interdependent and self generator system. The essence in this system is the rationalism what should have these three components of the system. Credit will, always, influence the commerce and this fact should be sustained by an efficient and profitable internal production.
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