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The crisis is unfortunately a negative feature specific to recent years which has affected most areas
of activity in many countries, including the powerful economical ones. As a direct consequence, the
crisis has had a significant and direct impact on people's personal finances. In this paper we
propose different solutions which lead to a better administration of personal finances, so that the
involved actors to be able to manage difficult situations made by the economic and financial crisis.
Thus, we attempted to try to identify and suggest the best ways to manage personal financial
resources through bank entities.
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1. Introduction

The economic crisis is still a matter of doubt for the present day. A few years ago, if we would
have been asked to talk about the actual crisis, we certainly talked about the last ones, but we couldn’t
guess the apparition of one in the near future. Today, if we try to answer the question ,What is the
economic and financial crisis?” we would believe that we have an instant answer but it (in the view of the
challenges of the last years that we had to deal with) isn’t that easy. To answer this question now is a
challenge because is utterly hard to clearly identify all the implications (on all levels) of the crisis and the
effects that a crisis like this one brings forward and most likely the remedies that can help us prevent or
overcome the effect of an economic and financial crisis, as the one from Romania.

Based on the above, the paper has in view aspects regarding the issue of personal finance,
facilitates the development of a personal budget, help choosing the optimal proposed financing from
several and the placement in terms of return on capital available.

The papers approach aims to present the main causes behind the economic crisis, to analyze its
effects and to identify key solutions that would allow the breakthrough such a crisis or to ameliorate the
effects on society, solutions analyzed in terms of personal finances. In other words, throughout the paper
will identify and propose solutions (from an economic and personal perspective) that would allow to
administer in a much better and more adequate way the personal finances, so that the main actors who
are involved could be able to manage more effectively difficult situations caused by the implications of the
economic crisis.

In this context, we believe that the paper can be useful to all those who want to plan and manage
rationally and profitable their own financial resources.

2. Actual context

The economic crisis is no longer a novelty for anyone; worldwide there are debates about the
crisis since 2007, when the first signs emerged and come into notice the negative aspects that were to
come upon the economies of the world, and the nationally, first aspects of crisis appear first in the end of
the year 2008. Over time, mankind has experienced remarkable periods of economic crisis (such as the
crisis in the years 1929-1930), which left deep scars in the economies of the affected countries, marked
and influenced at the same time the everyday living of each person.

Economic crisis involves the manifestation of difficulties or periods of tension and disorder that
manifests in society. The current economic crisis manifested itself first in the U.S. in 2007. Starting from
the idea launched by U.S. President Bill Clinton who wanted every that citizen to have a home, then taken
by President Bush, banks have reacted without delay and proposed a credit system beneficial for every
American citizen, regardless of their income level and without further take into account the possibility or
impossibility of its repayment capacity over a long period of time.
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Due to globalization®¢ inevitably (unfortunately we can tell), the crisis has spread and began to
take shape and roots in Europe and then immediately in our country, and the effects did not take long to
be noticed.

The main causes that could be associated with an economic crisis, we can mention:

» excessive household indebtedness8” and the debt - people wanted to purchase goods
immediately (or other consumer electronics), without wanting to wait and without thinking about the
current level of indebtedness and the possible difficulties (of any kind) for the total loan repayment. An
important question that has led to this predicament was the lack of information on credit default risks.
Each banking institution (lender) wanted to honor many customers as loan application to obtain gains on
long or short-term, without being too concerned about the potential risks and future possibilities of
borrowers to repay the money.

» globalization - unfortunately, if the economy of a country is affected by the crisis, the
repercussions would extend to neighboring economies, the spread being extremely fast;

> real estate asset prices increase;

» uncontrolled lending businesses insolvent / less creditworthy - bank employees had as a
target values increase and the number of loans to households and businesses, even if they never actually
met all the objective conditions (financial indicators) necessary for granting credit .This has allowed
businesses precarious financial situations to have significant value loans. Thus, all stakeholders (people,
companies and banks) have considered only enjoyable part of the process, namely obtaining credit / grant
funding without thinking about the less pleasant associated loan repayment, which involves additional
costs for each party;

» distortions in the labor market dollar crisis accompanied by the euro zone crisis88;

» U.S. financial system vulnerability (American giant Lehman Brothers bankruptcy, EDF
intervention - the U.S. Federal Reserve);

» volatility of foreign capital®® (referring to Romania);

» unsustainable growth based on economic and financial imbalances internal and external®°
(cause of the crisis in Romania).

Although in 2000-2008 economic activity in our country was situated on an upward trend,
characterized by continuous growth, there has been not done enough to exploit this favorable situation. In
other words, the main concern was that the state organs to consume all income growth period, without
taking into account the fact that there may be times of crisis or recession, producing severe disruption in
the national economic system.

The main effects®! associated to the economic and financial crisis, visible worldwide, in Europe
and at the national level can include:

» contraction of demand, production and stock market;

» sub capitalization of banks due to their inability to recover the money placed in loans (total or

partial);

» inflation and unfavorable exchange rate;

» increased vulnerability of the standard of living for the unemployed and those with low
incomes, the crisis affects all social classes (both rich and poor), but only disadvantaged
categories (unemployed or low income employees) are most at risk of default or input
repayment of a loan;

» great area of coverage of social categories affected - there are affected by crisis the setting up
of a family, textbooks, education, health, etc.

8 pqul HIRST, Grahame THOMPSON, Globalizarea sub semnul intrebdrii, traducere din Ib. englezd de Laura Dragomir,
Editura Trei, Bucuregti, 2002, p.11

87]acques Sapir, directeur de recherche a I'EHESS, Causes réelles de la crise et chdmage, 12 Janvier 2010
http://citoyen.eu.org/les/causes/de/la/crise/financiere

88]acques SAPIR, directeur de recherche a I'EHESS, Causes réelles de la crise et chdmage, 12 Janvier 2010

& Gheorghe ZAMAN, op.cit.

% Gheorghe ZAMAN, Criza economicd si financiard in Romdnia. Cauze, provocdri si remedii pe termen scurt si lung,
FSEGA, Univ. Babes-Bolyai Cluj, 26-28 martie 2009, Cluj

I http://www.seap.usv.ro/cercetare/scoaladevara/materiale/Criza%20economica.ppt

si http://www.m.ziuadecj.ro/economie/la-noi-criza-a-debutat-nu-financiar-ci-economic--24835.html
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3. Possible solutions. Case studies

Economical crisis has proved and showed us all that it can have multiple effects and significant
implications on domains of activity from the business environment and implicitly on the human factor.
These effects come to force not only on short term, but especially on medium and long term, which means
that we sense the effects of crisis gradually and consistently. In this regard, there must be analyzed in a
very serious manner and also considered all the solutions that can counter-balance and minimize crisis
effects so that personal needs get less and affected and influenced.

A consistent analysis proves that among the most important and adequate solutions that are
capable and can contribute to breaking through the crisis there can be followed:

» fast and precise information of the involved actors (population, economical agents) related to the
risks associated to the activity of crediting, creating scenarios of crisis because the actual crisis
was greatly because of lack of information related to all associated risks (economical and social);

> eliminating waste by reducing administrative spending, not by reducing the public sector wages
by 25% as it happened in Romania, but by creating a viable plan to allow the crisis, practically
efficient analysis is required expenditures so that inefficient spending or those having reduced
efficiency to be eliminated;

» recapitalization of the affected public or private institutions, especially banks, the Basel III
Agreement?? provides global standards for setting capital adequacy, a better hedging and liquidity
standards for banks;

> creation of new jobs, both by private operators but also by the state, by attracting investment,
especially in public infrastructure?;

» proactive thinking, stopping unnecessary spending, and start saving®4;

» implement a sustainable fiscal reforms, taking into account the fact that, in reference to the Tax
Code, it should not be changed / modified too often, as it happens in Romania since taxation must
ensure and guarantee a certain stability;

> achieve a financial planning (at the individual level), organization and strict adherence to a
personal budget, which means that there should be performed strictly necessary expenses.

We live in an environment where social challenges, needs and desires are more numerous, given
the resources (financial) are more limited. It requires a planning of personal finances, an activity that
allows consideration of all aspects of personal finances (income, payments, assets and liabilities) to
achieve and accomplish the objectives?®. This may involve the acquisition and financing of a building, a
car, insurance management, financing children's education, or in case of personal debt management and
investment strategy.

Financial planning is also considered a life planning, especially in the context of an economic
crisis. Each stage of life requires individual solutions to problems of investment, financing and sometimes
succession. Thus, buying a home, completion of work, going abroad or changing family situation can cause
problems in finance, taxation, social protection or fiscality.?¢

An integrated financial plan covers all aspects of financial life, from the entrance to the labor
market to death. This plan aims, above all, individual resource optimization, that is current and future
financial situation and its heritage

Managing personal finances is based on the objectives and priorities of individuals who are at the
center of analysis of each domain, the resulting tips, advice and products adjusted to each situation.

Financial plan is to be reviewed in order to dynamically adapt to the conditions of each individual
so that objectives and priorities for an individual of 25 years are clearly different from those of a person
45 years or 60 years.

2 Basel agreement I, Summit G20, 2010, http://www.basel-iii-accord.com

%3 Presentations at the Conference “Criza financiard si economicd: cauze, efecte si solutii”, FSEGA, Univ. Babes-Bolyai Cluj,
26-28 martie 2009, http://www.m.ziuadecj.ro/economie/la-noi-criza-a-debutat-nu-financiar-ci-economic--24835.html
* Joana LUPASC, Adrian LUPASC, Cristina Gabriela ZAMFIR, "A Rescue Plan for the Finances of Consumer - the Incomes
and Expenses”, Analele Universitdtii Ovidius, Economic Sciences Series, Volume XV, 2010, pp.1661-1664

% Petre Brezeanu, Finantele personale in Romania, Editura C.H. Beck, Bucuresti, 2011, p.1

% Ibidem 1, p.6

403



International Conference “Risk in Contemporary Economy” ISSN 2067-0532
XIIIth Edition, 2012, Galati, Romania,
“Dunarea de Jos” University of Galati - Faculty of Economics and Business Administration

Recomandation

Advices Products

salbarens

Financial | Person

Strategies Objectives& Strategies

preferences

Retirement
[edsid

Child
study | Protectio

Products Advices

saibarens

Recomandation

Figure 1. The practice of financial planning, according to Brezeanu P.

In stages for financial planning there are examined the individual's social protection scheme,
investments and financing and analyzed its tax®’.

An overview allows optimization measures of personal finance through investment decisions for
the future when talking about a cash surplus or wants to grow to save the projects.

What is a budget? "A budget is when people tell their money where to go instead to sit and wonder
where they have disappeared" (John Maxwell). Practically everyone spends money in a few days after he
received them and they are wondering where they disappeared. Most individuals spend the money
immediately as it would not need a plan for tomorrow. In this case, we believe that everyone should have
a budget originally planned, it could accurately determine the money trail, not to be in the position go
where to find that they no longer are. In addition, in this way, there will be eliminated and expenses that
are not strictly necessary. Basically, in order to plan a budget, it is important to consider initial route was
money spent in prior periods and to draw up a budget this retroactively.

"Everyone should develop and follow a budget to plan his retirement and estate planning aspects
of - absolutely everyone .." (Dave Ramsey). Thus, this means that every young person who plans such a
real estate acquisition, will make an insurance plan for children's education, the middle-aged will prepare
a plan for retirement, etc. Thus, we believe that everyone, from adolescence, it is important to develop
financial planning and know how to prepare a personal budget.

The budget is a process that informs develops and variable over time. This implies that budgeting
involves the listing of and receipts and payments, but also to know how they can be added or deducted in
the end.

Also, Earl Nightingale believes that "most people spend more time choosing one outfit than
planning a career or post-retirement”, an aspect that we also support.

Based on the information mentioned above, we believe that:

= People do not take the time to set up a budget, a retirement plan or an action in real estate.

= Statistically, it was noticed that 90% of people in our society buys things they do not afford?s.

It's human nature to want something and you want it now, while it is also a sign of
immaturity. When a person wishes to acquire a property and does not have the necessary
financial resources, gets in debt. Debt helps us to purchase goods which, only with the cash
available in the personal budget, we would not be able to afford.

= Debts can be a double-edged weapon which you can use as a tool to cut, but you can even cut

yourself making you more harm. There is the myth that we should use other people's money
to thrive. Debt is risk enough to outweigh any possible benefit from their contraction®. This

7 Ibidem 1, p.1-6
8 Dave Ramsey, op.cit., pp.23-25
* Ibidem pp.44-45
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statement refers to the fact that when you lose your job, you cannot pay your debts and
default loss is reached when those goods are acquired by contracting debts.

Advance in cash, leasing, consumer credit help is needed for people with low incomes to get by.
People rent things which they do not afford because they look only at weekly or monthly payment
amount, concluding that they can afford those goods.

Currently, banks offer facilities for opening an account with the bank to get a credit card and
these opportunities must be exploited especially in times of economic crisis when it shows its effects.
Debts to banks are more useful than banks customers, which can cause significant problems when getting
late with their payment. A simple calculation shows that it is more profitable to make further savings and
to purchase the object than through a bank loan to purchase the property.

Context requires human factor to be concerned about those personal issues ignored while the
crisis is not present. In times of crisis, it is considered that the time available is insufficient to achieve a
budget, plan for retirement or a building one. We believe that it is not wrong to spend money when they
are available, but it is not normal for them to be spent when they do not exist.

At the same time, we must not ignore the importance of indebtedness (in some cases) because it
is support for rapid development. Still though, in this case, even if we rely on loans, we recommend
caution and a thorough analysis so that the risk associated with the loan to be minimal. We cannot deny
that we can have success even when we risk, but we believe that this risk has to be a controlled, allowing
us the "survival" in an unstable economic environment, adverse economic events disrupted, causing
damage on all levels (economic, social, and so on).

A model of a personal budget for a period of one month may be represented succinctly as it
follows:

L Total incomes...
IL. Total expenses
a. periodical
v"  maintenance
Electricity
Phone subscriptions
rates

NSRRI

other
b. current....
v food
v transport
v others
C. other expenses....
I1. Savings

Income consists of wages (for employees), allowances, grants or money from the family (for
students or students), temporary income (such as rents) or other income, such as those from interest,
dividends or securities placement.

Regarding expenses, they are divided into regular, current and other expenses (this includes
contingencies). If expenses are greater than income, we are dealing with a budget deficit situation
personally. There are various ways in which this gap can be covered, among which the most important
are: loans of various types (we often meet credit on card, personal loan, etc.) or by calling family loans or
various acquaintances.

To attain or achieve a balanced budget in order to eliminate the probability of reaching the state
expenditures exceeded revenues by a simulation it is recommended to budget for earlier periods
(preferably the last two to three months) to identify and analyze the situation expenditures. The main goal
is to identify those unnecessary expenses and non-economical and possible mitigation analysis or, if the
ideal of eliminating them. Basically, it aims to reach a balanced point, which requires a level of income
equal to expenditures. In other words, if it fails savings, then at least keep in mind that these expenses do
not exceed revenues. However, we emphasize again that it is extremely important that each person try to
achieve also savings because only then one can achieve the above objectives namely related to achieving a
lower level of indebtedness by certain banking institutions precisely because that there would be some
savings to provide a lower level of indebtedness, if you want to purchase a particular property of any kind.
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Otherwise (if revenues are greater than expenses), we are in a surplus situation which it should be
reflected in savings (money available to be placed in investments or can be deposited in a bank).

The most used version is the establishment of bank deposits. We chose three banks namely
Cooperative Bank CREDITCOOP, Romanian Bank and BRD, Following the same amount 10,000 RON, for a
period of one month, three months and 12 months. The gain from the management fee was decreased to
the current account, the withdrawal fee on the maturity date and interest tax. There was followed the

rentability of these deposits.

Results and saving optimal version are listed below.

Table 1. Earnings from the investment of 10,000RON in an annual deposit interest paid at maturity

Initial deposited capital Cooperative Bank Romanian Bank BRD
Annual Interest (%) 6,85% 6,35% 4,75%
Period for creating the deposit 12 month 12 month 12 month
Interest at maturity 685 635 475
Tax on interest (16%) 109,6 101,6 76
Value of commissions 0 36 52
Withdrawed sum 10575,4 10497,4 10347

Source: personal processing of data from three banks

Table 2. Investment gained from the investment of 10,000RON within a three-month deposit with interest

payment at maturity

Initial deposited capital Cooperative Bank Romanian Bank BRD
Annual Interest (%) 6,50% 6,35% 4,50%
Period for creating the deposit 90 days 90 days 90 days
Interest at maturity 160,27 156,57 110,96

Tax on interest (16%) 25,64 25,05 17,75

Value of commissions 0 9 50,47

Withdrawed sum 10134,63 10122,52 10042,74

Source: personal processing of data from three banks
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Figure 2. Return on investment warehouse for 10,000 RON
Source: personal processing of data from three banks

In conclusion, the analysis of rentabilities obtained from a savings deposit in selected banks,
shows that the best yield obtained is 5.75% for 12 months deposit at the Cooperative Bank. At the end
there was BRD whose profitability is very little or there is no deposit for one month.

At the same time, the current situation in Romania (an unfortunate one) is that many people have
rates at banks, generally caused by loans made during the time when the economic crisis does not show
any sign. In this respect, it is important that staff draft budget made by each person involved to start from
the priority including of these rates since arriving in the case of default rates banks can have unexpected
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effects and lead to deepening personal crisis that time obviously caused a general economic crisis and a
financial context. Moreover, in such cases we consider it is very important that each person involved to
find solutions beneficial (rescheduling or refinancing of a loan) to reduce indebtedness by banks, so the
burden of large debts to fall, resulting to inevitable and relaxing personal budget of each person involved.

To show the offers for credit and conditions imposed by banks for credit a personal loan, we
presented the case study cost of a personal loan without mortgage worth 10,000RON over a period of 36
months and a credit of 20,000RON for a period of 60 months. We chose this type of loan because it allows
quick and easy financing any project without having to justify personal use of money.

In the event that the client meets the conditions required by the bank we submit the proposals
processed by banks CREDITCOOP Cooperative Bank, Romanian Bank and BRD. We try to find the most
advantageous interest and lowest fees.

Table 3. Cost of credit situation 20.000 RON and 10.000 RON

Situation cost loans

Rate Repay Interest Interest Rate+ .. Total

Bank ment . Commissions
value percentage value interest payment

term

C""g:rrli“"e 10.000,00 | 36 9,90 1.599,20 | 11.599,20 | 1.668,00 | 13.267,20
Rolr;;lnkia“ 10.000,00 | 36 1470 | 242684 | 1242684 | 350,00 | 12.776,84
BRD 10.000,00 | 36 7,25 1.157,12 | 11.157,12 | 1.161,14 | 12.318,26
C""g:rrli“"e 20.000,00 | 60 9,90 5.437,60 | 25.437,60 | 4.985,00 | 30.422,60
Rolr;;lnkia“ 20.000,00 | 60 14,70 8.359,00 | 28.359,00 350,00 28.709,00
BRD 20.000,00 | 60 7,25 3.903,40 | 23.903,40 | 3.443,02 | 27.346,42

Source: personal processing of data from three banks

From the above analysis, it appears that the cheapest product is Expresso loan from BRD,
although the offer requires the inclusion of a monthly fee. In addition, the client benefits from life
insurance. Although Romanian Bank has the lowest amount of commission, at the end the of the payment
total is the biggest (for 10,000RON). If you do not want to pay a monthly fee and depending on the
interests and objectives of facilitating access to other banking products, customers can choose Romanian
Bank. The most expensive product is credit Dynamic Invest Cooperative Bank, but the bank has changed
the best deal on savings products.

4. Conclusions

Because of the crisis, the main problem is finding new customers with high reliability. Bank
customers with outstanding explosion caused banks to be reluctant in granting new loans. Due to crisis
situations reimbursement delays or defaults are more common.

In conclusion, over time, the rules have changed, but individuals have retained the habits and
most of them don’t try to find remedies to get out of a difficult situation such as that caused by the
economic crisis.

In order to reduce costs is important for everyone to understand to prepare a personal budget, to
seek financial planning, to choose the loan with minimum cost and the deposits with maximum return on
investment.

Bibliography

1. Brezeanu Petre, Finanfele personale in Romdnia, Editura C.H.Beck, Colecfia Oeconomica, Bucuresti, 2011

2. Ddianu Daniel, Vranceanu Radu, Romdnia si Uniunea Europeand, Editura Polirom, lasi, 2002

3. Diaconu Alexandra, Donici Andreea - Nicoleta, The Economic - Financial Crisis 2007 - 2009, Analele Universitdtii
Oradea, Seria Stiinte economice, 11 (3) 2010

4. Hirst Paul, Thompson Grahame, Globalizarea sub semnul intrebdrii, traducere, Editura Trei, Bucuresti, 2002.

5. Lexique d’économie, 6e édition, Dalloz, 1999

6. Lupasc loana, Le systéme coopératif de crédit dans le context de la mondialisation, Etude de cas - Coopérative de
credit ,ALIANTA” Galati, Editura Fundatia Academica, 2006.

407



International Conference “Risk in Contemporary Economy” ISSN 2067-0532
XIIIth Edition, 2012, Galati, Romania,
“Dunarea de Jos” University of Galati - Faculty of Economics and Business Administration

10.

11.

12.
13.

14.
15.
16.
17.

18.
19.

Lupasc loana, Lupasc Adrian, Zamfir Cristina Gabriela, A Rescue Plan for the Finances of Consumer - the Incomes
and Expenses, Analele Universitdtii Ovidius, Economic Sciences Series, Volume XV, 2010, p.710-714, 1661-1664.
Mosteanu Tatiana si colaboratorii, Finante publice, Note de curs si aplicatii pentru seminar, Editura Universitara,
Bucuresti, 2005

Palade Tereza Brindusa, Fragilitatea Europei - Eseuri despre criza culturii europene, Colectia Intellectus Fidei 35,
Editura Galaxia Gutenberg, 2009

Ramsey Dave, Transformarea financiard totald: un plan cu rezultate confirmate pentru o formd financiard optimd,
traducere, Bucuresti, Editura House of Guides, 2009

Stancu Ion, Finante, Editura Economicd, Bucuresti, 2004.

Suze Orman’s 2009 Action Plan, Keeping your money safe & sound, 2008

Vdcdrel lulian, Bistriceanu Gh. D., Bercea F., Anghelache G., Mosteanu T., Bodnar M., Georgescu F., Finante publice,
Editia a V-a, Editura Didacticd si Pedagogicd, R.A., Bucuregti, 2006.
http://www.seap.usv.ro/cercetare/scoaladevara/materiale/Criza%Z20economica.pptb - Zaman Gheorghe, Criza
economicd si financiard in Romdnia. Cauze, provocdri si remedii pe termen scurt si lung
http://www.m.ziuadecj.ro/economie/la-noi-criza-a-debutat-nu-financiar-ci-economic--24835.html - prezentdri la
Conferinta Criza financiard si economicd: cauze, efecte si solutii, FSEGA, Univ. Babes-Bolyai Cluj, 26-28 martie 2009,
Cluj.

http://www.bursa.ro - site Ziarul Bursa

http://www.capital.ro/index.html - site ziarul Capital

http://www.piatafinanciara.ro - site revista Piata Financiara

http://www.zf.ro - site Ziarul Financiar.

408





