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3. MUNICIPAL BONDS PERSPECTIVES   
 
       Even if at first sight the total value of the bonds emissions 
and of the bank credits accessed by various municipalities was 
low, in the past years it increased significantly ( Prunea, 2007).  
        Presently at Bucharest Stock Exchange there are present a 
series of 32 municipal bonds issued by 16 city halls, 1 village 
(Aninoasa) and 2 county (Alba and Hunedoara) councils that 
decided to finance their projects with the help of the capital 
market. Some of them were attracted by the bonds reaching the 
second, the third or even the sixth emission.  
       The market is reduced in value due to the few listings and 
to the small values; In the following years, the number of the 
municipalities to choose this solution of financing shall 
increase, being stimulated by the example given by those who 
each have at transaction more bond emissions and the money 
was efficiently invested in local development programs.   
      In the last years, various city halls in the country announced 
that they want to launch bond emissions on the local capital 
market. If initially neither the city halls, nor the state made 
loans on longer terms than seven years on the capital market, in 
the last years, the municipalities have tried the internal market 
with three times bigger maturities. Now, the mayors or the 
district boards launch bonds emissions on 18-20 de years.  
       Together with the apparition of the private pension funds, it 
was a bigger and bigger volume of bonds and long term loans.  
       In its turn, the Ministry of Finance had launched in 2008 
the first state titles on fifteen years. These instruments is a 
reference point for other actors of the financial market too, 
interested in issuing bonds with higher and higher maturity.  
      In the next years, the municipalities shall have more and 
more work to do. The rehabilitation of the sub-structure shall 
benefit of the biggest structural funds, but to access them they 
will need their own money too. The money may be obtained 
through bank credits or bonds. More advantageous are the 
municipal bonds that can be run on longer periods and which 
are immediately “absorbed” by the market (insurers and private 
pension funds) considering that the non-payment risk is almost 
zero. The city halls need to attract money on longer terms in 
order to co-finance the projects for which they want to attract 
structural funds from the European Union.  
Especially the sub-structure works but other big local projects 
too, brought on the financial market with such titles the 
authorities;  
     The municipal bonds are among the most successful titles 
transactioned at the Bucharest Stock Exchange due to the 
interest over the market’s average and to the investment 
guarantee assured by municipalities. 
      In 2001, when the bonds reappeared on the securities 
market in Romania, many analysts were skeptical regarding the 
ability to support the loan ( Stoica & Gruia, 2005). However, to 
date, there was no municipality to be delayed with the payment 
of the interest or of the principal amounts borrowed. 
        In the last three years the number of listed municipal 
bonds issues doubled (from 16 in 2007 to 32 in 2010). Few 
municipal bonds (like Iasi) used the bridge credit (a pre-finance 
of the future bond emission that allows the payment of the 
interest for the amounts used on the investment period only).  
       The offer for such titles becomes more and more consistent 
when the request shall also greatly increase in the following 
years. The most interested shall be the insurance companies, 
but mainly the administrators of the private pension funds. 
 

Municipality Number of listed bond issues today 
Alba Iulia 4 
Bacău 3 
Targu Mures 2 
Timisoara 6 

Tab. 1. Municipal Bonds (Bucharest Stock Exchange) 

 They will need to put the contributors’ money into low risk 
instruments and on longer terms possible.  
     The municipal bonds and state titles fulfill all these 
conditions. That is why they could attract the interest of the 
foreign investors who would wish to build more diversified 
portfolios. A benefic effect over the future outputs of the 
municipal bonds shall also have the cash on the market and the 
presence of the non-residential interested in more various 
investment instruments (Grecu, 2008).  
      Moreover, the municipal bonds have the advantage of a 
very long running period with output over the market average, 
both for legal and natural persons. The outputs shall be 
influenced by the evolution of inflation that acts for decreasing, 
but also by a cash price for the mobilization of the amounts on 
longer terms, that act for the increasing of the output. 
 
4. CONCLUSIONS 
       

The municipal bonds represent a viable solution of funding 
for local governments, as well as an advantageous tool of 
saving for the agents. Once listed on the Stock Exchanges, 
these saving instruments give the investor the possibility to sell 
his bonds before maturity, obtaining the interest for the period 
under which he held them. 
      The interest shown to the municipal bonds prove that the 
issuers consider these instruments as an efficient way of 
financing their investment projects, while the investors find 
them an instrument which offers interests superior to those 
existent on the bank market and with a lower risk degree in 
comparison to the shares on the stock exchange. 
       The positive evolutions both of the emission values and of 
maturities mark a positive and correct direction of development 
of the municipal debt market in which the bonds are basically 
used for the long term financing of the municipality needs.  
      The signals were positive and we may expect that in some 
years all important cities in the country develop local 
investments based on the funds obtained from the bond 
emissions.  
      The appeal to the obligator loan is a process in continuous 
rise and of real interest in the local public administrations; this 
is an operational mechanism particularly useful under the 
general scheme of sustainable development and modernization. 
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