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Editorial

Investors in general, and foreign ones in particular,

are one of the main drivers of any economy, regard-
less of its stage of development. But they need
strong incentives to come onto the local market and
put their money into a business that will bring them
profits and wider recognition. Although Romania
still has much to do in this regard, it has made sig-
nificant steps in this direction.

“Romania’s ratings are supported by its healthier
economic outlook, presently better fiscal position
and more favorable governance indicators than
‘BBB’ range peers,” said Fitch.

As a Business Review contributor commented in an
article last year, today there is a new generation of
Romanians, brimming with confidence and pride, in-
novative, entrepreneurial, creative, hardworking and
drivers of change. He pointed out that this comes
despite years of economic turmoil, brain drain, and,
more recently, bad press in Western Europe. And this
can beseenin all the aspects that define today’s
local economy.

Action:
Invest in Romanta!l

J)

- Anda Sebesi, Editor in Chief -

Business Review decided to publish this first edition
of the Invest in Romania guide, in an attempt to sup-
port the community of both local and foreign inves-
tors by offering them the most relevant information
about Romania as a destination for investments.

Romania’s economic growth slowed to 2.8 percent
in 2014, but remained one of the sharpest in South-
east Europe. The country also posted the highest
economic growth in the EU in the third quarter of
last year compared with the second one, according
to arecent Eurostat report. With its high quarterly
economic growth, Romania was ranked first in the
EU, followed by Poland and Slovakia (both marking
growth of 0.9 percent) and Spain with a 0.8 percent
hike.

With close to EUR 3 billion in foreign direct invest-
ments (FDI) attracted in the first ten months of 2015,
Romania surpassed the results of the previous three
years. At present, the country is working on increas-
ing its competitiveness in an attempt to join the
Euro zone.

This guide features not only the evolution of the
most important and attractive industries but also
the opinion of specialists who outline the impor-
tance of investing in the local business environment.
Italso includes a comprehensive analysis of the
eight regions of development in Romania, identify-
ing their strengths and weaknesses through their
main current and future macroeconomic indicators.
In addition, the guide reveals international institu-
tional investors’ views of their future strategies in
Romania. Reading the opinions and analyses within
the first edition of this guide, | am sure you will dis-
cover more reasons to Invest in Romania.



Foreword

Romaniais a well established business destination
for global investors. Key players across geographies
and sectors such as automotive, agriculture, energy,
IT&C, R&D, furniture and commerce, to name buta
few, have opened and grown businesses in Romania
profitably. Furthermore, we are pleased to note the
journey of FDI into higher value added areas of the
economy.

Our government strongly supports foreign invest-
ment, not only due to its positive budgetary impact,
but also because of the role it can play as a driver of
knowledge sharing and creation, further integration
of the local economy into global value chains, and
the exchange of best practices between a diversified
base of investors and their hosts.

As such, itis a priority for this government to pro-
mote the factors that make Romania stand out: a
healthy, diversified economy growing by more than
4% (one of the highest growth rates in Europe), a
skilled labor force at competitive prices, a business-
friendly government, and one of the most invest-
ment-conducive climates in the region.

J)

Message on Romania’s

attractiveness for
foreign investment

by Mr. Dacian Ciolos,
Prime Minister

Our country boasts the extensively creative poten-
tial of a highly skilled workforce, at competitive
prices, leading to lower cultural and language barri-
ers. We offer one of the largest domestic markets in
CEE, being strategically positioned at the crossroads
of the traditional commercial and energy routes
between the EU-28, Asia and the Balkans. Romania
contains one third of the Danube river, as well as the
biggest and deepest port at the Black Sea.

Furthermore, a new Fiscal Code brings a much-await-
ed fiscal relaxation, with VAT dropping to 20% in 2016
and 19% in 2017 - a new powerful tool in enhancing
our competitive advantages.

Romania and the government | lead are fully com-
mitted to securing value-added investments that are
technologically advanced and innovation intensive,
with maximum economic impact. Therefore, | per-
sonally take this opportunity to invite foreign com-
panies and international wealth creators to leverage
Romania’s competitive advantages and strongly
consider our country when assessing opportunities
for development and growth.



o
=
Lol
o
@
=%
w
—
o
=%
1}
c
2
=1
[}
c
e
o
=
c

90

Romania M&A in a nutshell.
2015 acquisition momentum
to continuein 2016

Silviu Stoica,
Partner,
Popovici Nitu Stoica & Asociatii

A glimpse of global and regional
M&A market. Keeping the 2015
strong appetite for M&A
The 2015 M&A figures point towards an all-time high
number of completed M&A deals: 1,041 deals. 2015 in
a snapshot confirms it was a record-breaking year for
global M&A.

2015 stands for the most straightforward proof
investors regained their confidence in doing M&A. It
is ultimately about investors’ trust in the possibility
for their deal success drivers to effectively work. And
the focus hereis on integration of targets in order

to achieve long-term growth by fortifying a healthy
competitive position in the market. 2015 featured
anincreased private equity interest as new funds
entries accounted for more than half of the total M&A
deals.

Vendors’ confidence also returns with a variety of
available targets put for sale on the market. This
shows a shift from vendors’ low confidence in deal
success that has been fuelled by modest financial
results, usually unsatisfactory valuation indices and
various transactional associated risks. Speaking of
risks, apparently the most feared has been the lack of
investors’ ability to fund transactions. General con-
fidence in bank funding means liquidity increase in
the debt market that will effectively lead to a higher
number of deals to be financed through debt.

What could also shape the 2016 M&A activity world-
wide? Existing and upcoming political and economic
events will for sure determine the volumes and val-
ues of M&A transactions. From a global perspective,
new headline stories are expected from the United
States following the elections this year, potential
financial market volatility originated by expected
higher interest rates in the United States and the
general health of the economy. We should also keep
aclose eye on China’s growth rates and demand that
seems to stay on the consumption-oriented wave.

Central and Eastern Europe. The

paradox: regional uncertainty to

promote M&A activity in Romania
Regionally, the key word for Central and Eastern
European business climate seems to be uncertainty.
Increased political uncertainty together with a weak
Euro and incomplete implementation of structural
reforms are ingredients for economic performance
drop, lower valuations and falling prices. It is true
that economic uncertainty could create new M&A
opportunities for foreign investors, but might as well



shut them down. So basically, it comes down to if
and when various political and economic events take
place simultaneously.

In 2016 investors’ focus will possibly shift away from
Russia and Ukraine towards other CEE countries

with high potential and appetite for new deals. The
weakness of the Euro, friendly debt market terms,
attractive valuations and a positive economic growth
perspective are real opportunities for dealmakers.
We refer here in particular to private equity funds
that effectively sit on large amounts of cash reserves
and capital with a need to invest them.

And what place better than Romania to make that
money work?

Romaniais a highly attractive and dynamic M&A
market in the regional landscape. As incontestable
proof stands the fact that in 2015 Romania hosted
the largest transaction by value in the Central and
South Eastern Europe, namely the USD 770 million
acquisition of UniCredit Tiriac Bank.

If it wants to attract foreign investments and in
particular US investors, Romania must continue

to send a message of stability, predictability and a
business environment full of opportunities. Signs are
encouraging. This is mainly due to macro-economic
performances mostly visible in a sustained economic
growth and a stronger financial position shown by
low public debt figures. Banks in Romania have also
made important steps on the path to a healthy and
well capitalized banking sector. They continued to
clean up their balance sheets by selling non-per-
forming credit portfolios in order to come with new
lending offers.

And we need to add up a quite friendly fiscal regime
compared to Western European countries and the
notable focus of competent state authorities on
actual implementation of anti-corruption policies at
all levels. So Romania displays the essential features
for long-term, healthy and constant growth.

Looking ahead in 2016, the role of international
private equity interest is vital in sustaining local
deal flow. On a year to year basis, 2015 came with an
increase in the activity of private equity funds and
this trend is expected to continue in 2016 with new
acquisitions and also exits.

Itis true that private equity investors’ patience was
put to test as they had to wait forimprovements in
the valuation climate in order to be able to enjoy the
benefits of their “ripe” portfolios and the prospects
of higher returns on investments. Exit activity keeps
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indeed the ascending trend from the past years
after a slow recovery during the years following the
financial downturn. This translates into more deals
on the table.

The main deal types will most likely consist of op-
portunistic transactions closed by players with local
presence and thus a deep knowledge of Romanian
M&A market and concerned industries. Investors’
appetite mainly points towards consolidation of
their core businesses but also potential add-ons of
partly complementary activities with a high growth
potential.

Distressed businesses will probably continue to play
the role of one of the key drivers in the local M&A
framework. Companies in financial difficulty purely
fascinate investors with cash to spend that are look-
ing for under valuated, therefore inexpensive targets,
but ultimately with healthy assets and predictable
high investment return rates.

Breaking local M&A activity down by sector, domi-
nant forces on the M&A landscape seem to be the
healthcare, banking and finance, energy (especially
due to the high potential of new energy resources),
retail, services, agribusiness, technology, media and
telecommunications (TMT). European Commission’s
planned move towards a single telecommunications
market would lead to a consolidation of the TMT sec-
tor. At European level, this trend is much more visible
because in the last couple of years media players
began to acquire technology companies with the
purpose to internalize platform and system design.
At the same time, technology firms acquire media
companiesin order to have “in house” advertising
resources.

When it comes to agribusiness, the door is quite wide
open to all investors who look at Romania and see
the "promised land”. This is mainly because of local
prices of agricultural lands which are still much lower
compared to other European countries. If we add the
cheap work force, a friendly regulatory environment
and a variety of land offers, Romania is currently
indeed the best choice in terms of European lands.
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