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INSOLVENCY STATUS QUO - ROMANIA

1. General overview

The international economy was affected last year by military conflicts, with geopolitical
factors contributing to an economic downturn in the European Union, particularly in
Germany, the bloc's largest economy and Romania’s most important commercial

partner.

The Eurozone posted a noticeable acceleration of 19% increase in insolvencies in 2024.
To put things in context, France experienced a 17% increase, Germany recorded a 23%

increase, while Italy stood out with a staggering 45% surge!. Germany alone registered

! Ana Boata, Ano Kuhanathan, Maxime Lemerle, Allianz Trade, “The corporate battlefield: Global insolvencies in
times of war economics”, March 18, 20205,
https://www.allianz.com/en/economic_research/insights/publications/specials_fmo/250318-global-

insolvencies.html.
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its highest insolvency levels since 2009, affecting nearly 38,000 jobs?. These trends
rippled through neighboring economies, compounding financial instability across the

region and having a cascading effect on Romania’s economy, as well.

In Romania, the economic dynamics mirrored these international patterns. GDP growth
in Romania slowed to around 1.0% in 2024, down from 2.1% in 2023 and 4.1% in 2022.
The country’s corporate landscape reflected broader regional challenges, closely

following the wider European trend?.

2. Significant increase in insolvency cases

The high inflation rate of 5.1% in December 2024, which continued to increase at the
beginning of 2025, will put additional pressure on business activity through high
financing costs and lower consumption. The main macroeconomic vulnerability in 2025
is the fiscal deficit, which rose to 9.60% in the first four months of 2025, according to

Eurostat, compared to 8.65% of GDP in 2024 and to 5.68% in 2023%.

The critical macroeconomic vulnerability for Romania is its fiscal deficit driven by
increased public spending and a shortfall in revenues poses significant risks to fiscal
sustainability. The public debt as a percentage of GDP rose to 54.8% in 2024, compared

to 48.9% in 2023, reflecting growing fiscal challenges®.

In Romania, the number of companies that resorted to insolvency proceedings in 2024

(namely 7,274 companies) represented an increase of 9% compared to the previous year.

2 Rene Wagner, Maria Martinez, Miranda Murray, Reuters, January 9, 2025, “Germany records highest company
insolvencies since financial crisis” https://www.reuters.com/markets/europe/germany-records-highest-

company-insolvencies-since-financial-crisis-2025-01-09/.

3 Jasmin Groschl, Allianz SE, “Sustained fiscal and external pressures pose ongoing risks”, June 2025,

https://www.allianz.com/en/economic_research/country-and-sector-risk/country-risk/romania.html.

4 Eurostat Government Finance Statistics, April 22, 2025, https://ec.europa.eu/eurostat/statistics-

explained/index.php?title=Government_finance_statistics.

5 Eurostat News, “Government debt at 87.4% of GDP in euro area”, April 22, 2025,

https://ec.europa.eu/eurostat/web/products-euro-indicators/w/2-22042025-bp.
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In addition, out of 7,274 recently insolvent companies, a number of 141 are impact
companies, with assets exceeding EUR 1 million. By comparison, only 90 impact
companies were insolvent in the previous year, which means that for this category of

companies the actual increase is of 58%?°.

The insolvencies upward trend, which was also driven by the removal of relief offered to
companies during the pandemic and the energy crisis, is felt in most Romanian regions

and economic sectors.

Last year, the most affected sectors were as follows:

(i) wholesale and retail trade, the leader in 2024, with 1,902 insolvencies, up by
6.79% compared to 2023;

(ii) the construction sector, with 1,499 insolvencies, up by 13.39% compared to 2023;

(iii)  the manufacturing industry, with 852 insolvencies, up by 7.17% compared to the
previous year.

The highest number of insolvencies was registered in Bucharest, with 1,375 insolvencies,
and in the counties of Bihor, registering 581 insolvencies, Cluj with 529 insolvencies and
Timis with 424 insolvencies respectively, all of which account for 40% of the total

number of insolvencies at national level”.

3. Pre-insolvency procedures on the rise

Following the implementation of Directive (EU) 2019/1023 of the European Parliament
and of the Council on preventive restructuring frameworks by Law no. 216/2022
amending and supplementing Law no. 85/2014 regarding the pre-insolvency procedures
and insolvency, which entered into force on July 17, 2022, the pre-insolvency procedures

(so far unpopular among debtors and creditors) benefited from a change in perspective.

The preventive solutions are a growing trend in the insolvency sector in Romania.

Unlike the traditional approach of liquidating a company in financial difficulties,

¢ CITR News, March 14, 2025, https://www.citr.ro/noutati/2024-numarul-insolventelor-revenit-la-nivelul-de-

dinaintea-pandemiei.

7 Ibidem.
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turnaround procedures aim to breathe life back into companies which are facing

difficulties but are are still economically viable.

Said trend registered a significant increase in 2024, when 197 applications for
commencement of the “preemptive concordat” (i.e. composition) procedure were

registered, up by 118% compared to 20238

4, The 2025 outlook

At the beginning of 2025, over 155,000 companies were facing financial difficulty in
various stages, being dissolved, facing deregistration from the Trade Registry or having
their the core business suspended. This amounts to an increase of 21,950 companies
compared to last year and a record number for the last five years. Furthermore,
compared to the previous economic crisis from 2008 — 2009, the number of dissolved
companies doubled. Thus, the 2025 total insolvencies forecast is of 170,000 — 180,000

companies’.

As per the publicly available information provided by the Trade Registry, in 2024 the
Romanian economy registered the worst performance of the post-pandemic period,
following that recorded in 2020. Sectors such as wholesale and retail trade, repair of
motor vehicles and motorcycles, followed by professional, scientific and technical
activities, the construction sector, and transport and storage have seen the highest
number of liquidated and dissolved companies. From a geographical perspective, the
highest number of companies facing difficulties was registered in Bucharest, Cluj,

Constanta, Ilfov, and Brasov.

Furthermore, according to the National Bank of Romania, over 25% of companies

currently in existence are considered to be ”zombies”, i.e. companies which do not

8 IJbidem.

° Denisa Craciun, StartupCafe, February 21, 2025, “Numirul firmelor in dificultate a ajuns la peste 155.000, la
inceput de 2025. Domeniile din care au , dispirut” cele mai multe afaceri”, https://startupcafe.ro/numar-firme-

dificultate-2025-domenii-afaceri-htm-30609.
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register enough revenues in order to continue the core business and they are only kept

alive through constant loans and payment rescheduling agreements!°.

Finally, insolvency practitioners reckon that a third of the large companies in Romania

are facing financial difficulties due to higher taxes and significant reductions in sales.

5. Conclusions

Statistics concerning insolvencies and preventive insolvency procedures reveal that the
Romanian business environment is undergoing a profound downturn. The current
perspective indicates an imminent wave of insolvencies, as many companies have been

artificially kept alive through various support measures.

Thus, one can expect to see companies with an appearance of normality that have
negative equity, hiding significant debts which have been rolled over from year to year
and that. These are companies that are no longer making any investments, and thus
whose competitivity is impacted, and who seek to delay payments as much as possible,
trying to ensure a surviving level of cash flow. All to avoid insolvency and/or pre-

insolvency procedures, with the ultimate result of only prolonging their financial agony.

However, as any professional with solid experience in insolvency can tell, avoiding
solutions until it really is too late is self-defeating, in that it only serves to seal the fate of
a company facing difficulties. Many a time, facing those difficulties by means of
carefully managed preventive insolvency procedures and even full-fledged restorative
insolvencies can lead to much better chances of survival. In Romania, for instance, one
should look no further than the successful reorganization of Dinamo, a historic football
club based in Bucharest, and Hidroelectrica, the country’s largest producer of

hydroelectric energy.

At MPR Partners, we have proven experience in overseeing and devising strategies for
successful insolvencies. We would be delighted to have an initial discussion with a view

to exploring how we may be of help at a time of distress for your business.

10 Ibidem.
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