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Introduction

The COVID-19 pandemic has distorted the economic situation around the world, affecting the incomes of enterprises and consumers. This fact also influences the financial situation of banks, given the key role of the banking system in accumulating temporarily free money from the economy and investing these resources in loans.

The stability of the banking sector was always an actual issue both in the scientific research field, as well as in practice, and the Central Banks took actions to ensure continually this state of the banking system, in order to perform its specific functions. Given the peculiarities of the banks’ activity, the stability of the banking sector is exposed constantly to endogenous and exogenous risks. Currently, the most threatening impact on the stability of the banking sector, regardless of the country to which it belongs, is the COVID-19 pandemic. The global epidemiological situation, the establishment of the pandemic state by the World Health Organization, the territorial isolation of countries around the world have produced economic, financial and social imbalances. In present, in the context of the subsequent effects of the COVID-19 pandemic, at the global level can appear a potential crisis. Some researchers consider that its consequences could be more severe compared to those of the 2008 international financial crisis, given the fact that the economies of a lot of countries were closed for certain periods of time, the economic agents did not work during those periods, and several individuals lost their jobs or were in technical unemployment. As a result, consumers and businesses are facing declining incomes and the continuation of these long-term trends could lead to bankruptcies among economic agents and to payment inability of individuals.

The above-mentioned facts also refer to the banking sector of the Republic of Moldova, which now is exposed to the pressure of the COVID-19 pandemic effects that can jeopardize its stability. Thus, from the point of view of lending to the economy, the decrease in the income of legal entities and individuals affects directly their capacity to repay loans taken out from banks and, consequently, deteriorates the quality of the banks' loan portfolios. At the same time, regarding the activity of attracting deposits, given the decrease in depositors’ incomes, it is to mention that the demand for deposits will decrease and, moreover, will be manifested the tendency to withdraw the funds deposited in bank accounts. As a result, will decrease the liquidity reserves of the banks. 
Maintaining the stability of the domestic banking sector in the COVID-19 pandemic is the responsibility of the National Bank of Moldova, which has the power to apply or relax various monetary policy instruments and supervisory measures. As well, it is the responsibility of the management bodies of the commercial banks, depending on the decisions taken and the impact of these decisions on the business continuity. The potential crisis as a consequence of the COVID-19 pandemic may affect all the banks, but the extent of the risks at the level of each bank will depend on their accepted business model and risk management process. Thus, in order to minimize the negative effects of the pandemic, it is necessary to change the applied approach, both in the banking supervision process carried out by the National Bank of Moldova and in the internal management process of the banks' activity, in order to focus on those areas that may be most affected by a possible crisis. 
Starting from the international experience in the context of the COVID-19 crisis, the purpose of this study was to analyze the banking system of the Republic of Moldova, as well as to determine the conditions under which the banks in the Republic of Moldova can overcome the crisis and accelerate economic recovery. Thus, the central objective of this topic is to: assess and raise awareness of the economic situation in the banking sector influenced by the external factor COVID 19.
Applied methods 
In order to conduct this study, various research methods were used such as analysis, synthesis, argumentation, comparison and deduction. Thus, was performed the study and analysis of the specialty literature, the presentation of the synthesis of the obtained results, the argumentation of the need for certain measures, the application of the method of comparison in the process of expressing of the own visions. The informational base of the investigations are the analyses performed on this subject by international organizations such as International Monetary Fund, World Bank, European Banking Authority, Institute of Financial Stability, etc. As well, was used as the information available on the official website’s of the National Bureau of Statistics, National Bank of Moldova concerning the measures taken in the context of the state of emergency generated by COVID-19 pandemic. 

Results and discussions 
The possible negative effects of the COVID-19 pandemic that could cause a crisis impose the Central Banks to intervene with new measures, in order to improve the current working conditions of the banks and to review their actions taken during the banking supervision process, in order to focus mainly on those areas where the biggest risks may occur. At the same time, these actions must aim to support the economic activity, while maintaining the stability and transparency of the banking sector, as well as the customers’ confidence. The European Banking Authority encourages the Central Banks form the European Union to use a pragmatic approach in the framework of the Supervisory Review and Evaluation Process (hereinafter – SREP) that will be carried out in 2020. Namely, to focus on the analysis of material risks and vulnerabilities that may arise in the event of a crisis, as well as on the financial institutions capacity to face these challenges, including ensuring the operational continuity.

Thus, at the decision of the Central Banks form the European Union, the SREP process in 2020 may not include an exhaustive analysis of all the elements examined in an ordinary situation, but focus on the components that may be primarily affected by a possible crisis – the viability of banks and their ability to comply with capital and liquidity requirements. In particular, supervisors will pay attention to the lending practices applied by banks, in order to assess whether they remain consistent with existing regulations and the risk profile of banks. This approach is relevant to be taken also by the National Bank of Moldova. Regarding the reaction of the Central Banks from the European Union to the COVID-19 pandemic, following the analysis of the measures taken by these authorities, it was found that the performed actions covered 4 basic areas:

− monetary policy, in the framework of which the measures were aimed at controlling the money supply and promoting the stable economic growth (reducing the base rate applied to the main monetary policy operations, in order to stimulate the economic activity and reduce the cost of borrowing; providing, if necessary, additional liquidity to banks, most often in the form of loans; conducting foreign exchange SWAP operations to ensure banks with foreign currency, etc.); 

− external policies, aimed at reducing the effects of external economic shocks (foreign exchange interventions, in order to stabilize the national currency through interventions on the foreign exchange market; measures related to capital flows to restrict (by applying the tariffs and limiting the volume of investments) the flow of foreign capital in/from the country); 

− financial policies for banks, designed to strengthen the banking system in times of distress (relaxation of the countercyclical capital buffer and systemic risk buffer; use of capital and liquidity buffers to enable banks to meet capital and liquidity needs in the event of their unforeseen reduction; relaxation of loan loss provision requirements); 

− financial policies for borrowers designed to facilitate access to capital (loans granted by the state or with state guarantees, in order to ensure that businesses of any size have access to capital; restructuring loans or applying a moratorium on payments on loans, in order to give borrowers the opportunity to defer payment installments and interest on contracted loans). 

As a result of the comparative analysis of the actions undertaken by the supervisory authority of the Republic of Moldova – National Bank of Moldova in the context of the state of emergency established in connection with the COVID-19 pandemic and those of the Central Banks from the European Union, it was found that they are very effective, aiming to ensure uninterrupted operation and to provide commercial banks with the necessary tools to support the operational continuity of the banking system. Among the most important measures can be listed 

− decrease of the base rate applied to the main short-term monetary policy operations by 1,25 percentage points, up to 3,25% annually, as well as of the interest rates on overnight loans and deposits up to 6,25% and, respectively, 0,25% annually; 

− decrease by 2,5 percentage points of the obligatory reserves norm from means attracted in Moldovan lei and in non-convertible currency up to 38,5% of the calculation base, as well as the increase by 1,0 percentage points of the norm of required reserves from funds attracted in freely convertible currency up to 21,0% of the calculation base;

 − giving banks the possibility to use a flexible approach concerning the economic agents that have loans to repay, by postponing or changing the due dates of payments and/or the amounts of due payments, without reclassifying loans into tougher risk categories; 

− supporting individual consumers’ bank loans, through the flexible management of debtors’ obligations that are in difficulty of payment; 

− relaxing the requirements for the capital conservation buffer previously set up, by allowing it to be used temporarily, in order to absorb any deterioration in the quality of the credit portfolio and to support the financing of the business environment and the population; 

− presentation to banks of recommendations to refrain from the capital distribution in the form of dividends or other forms of distribution, in order to ensure an adequate level of capital and liquidity of banks to ensure their viability and stability in uncertainty conditions about the evolution of the macroeconomic situation. 

At the same time, the commercial banks from the Republic of Moldova are also responsible for maintaining their own financial stability that will contribute to the stability of the entire banking sector. Financial institutions must take measures to ensure business continuity and minimize the negative impact of the COVID-19 pandemic. They must be always prepared to face 2 main challenges: the first is the financial challenge (how to address and mitigate the impact of reducing the value of assets and the loss of capital and liquidity), and the second – the operational one (how to address the risk of decrease of the resources: staff, processes, technologies, information, etc.). It is important to set certain priorities in the process of internal management of the banks’ activity that will mainly permit to ensure the operational resilience and risk management. Thus, in the process of ensuring of the operational functionality, banks must activate their business continuity plans, focusing on operational activity, customer service and employee security. Banks also need to review their strategy in order to analyze the profitability of customer segments and branches of the economic activity. Concerning the risk management, banks must focus their efforts mainly on mitigating the credit and liquidity risk. Thus, it is necessary to analyse the impact of the interbank exposures, in the context of the COVID-19 pandemic, on certain counterparties in high-risk countries; to review the financing plan for emergencies and validate the measures that can be applied in the current situation. It is important to perform the credit portfolio analysis, focusing on exposures to the most affected industries/ regions/ products; reflecting as accurately as possible the quality of assets and the impact on prudential indicators, in order to manage effectively the present situation and not to create disruptions in the banking system. The identification of the non-performing loans is very necessary for their adequate classification and close monitoring; as well as conducting the stress tests, using plausible scenarios, in order to estimate the impact of the pandemic on credit risk and liquidity risk, etc.

Another important aspect for banks to consider is the revision and update of the recovery plans, in order to adjust the measures that can be taken to minimize the potential adverse impact and deal with the new circumstances caused by the COVID19 pandemic, to manage efficiently the crisis situations and to restore the banks’ viability. Thus, banks need to constantly monitor the recovery indicators, perform crisis simulations to estimate the impact of the negative consequences of the pandemic on their financial situation, and update, if necessary, the list of recovery options so that they are feasible under current conditions. Stimulating the remote customer service, by introducing of some facilities concerning the online transactions, is also important, as it contributes to customer retention, while the visits to the bank counters are limited. Regarding the financial condition of the banks in the Republic of Moldova, at current stage they are well capitalized and register a high degree of liquidity. Thus, as of 30.04.2020, the total capital ratio (regulatory limit – 10,0%) varied at banks between 18,7% and 47,9%, the average per sector being 25,1%. The current liquidity of the banks (regulatory limit – 20,0%), at the same date varied between 30,0% and 63,5%, the sector average registering the value of 50,5% . The recent years’ reforms performed in the banking sector in the Republic of Moldova have significantly contributed to its strengthening, increasing viability and resilience to possible shocks. However, uncertainty about further macroeconomic developments in the context of the COVID-19 pandemic creates preconditions for taking additional safeguards to protect banks’ capital and assets. 

Conclusions

The negative effects of the COVID-19 pandemic are felt in all the fields of the Republic of Moldova national economy, and, implicitly, affect the banking system, given its role in financial intermediation. The stability of the banking system is an indispensable condition for its continuous operation, to contribute to the development of the economy. With the outbreak of the COVID-19 pandemic, the National Bank of Moldova made efforts to take measures to mitigate the impact of a possible crisis. Thus, several monetary policy instruments have been adjusted, the requirements for capital buffers have been relaxed and measures have been taken to support individuals and legal entities that have taken loans from banks. At the same time, the commercial banks from the Republic of Moldova have also the responsibility to ensure continuity in the activities they carry out, to maintain the stability and trust of their customers, given the uncertainty of the future economic effects of the epidemiological situation generated by COVID-19 on the banking sector. The suspension of the activity of several economic agents and the reduction of incomes of the individuals will negatively affect the financial situation of the commercial banks, their capacity to serve the loans, as well as the stability of the deposits. In these conditions, banks are encouraged to continue to promote appropriate policies on the recognition and coverage of non-performing exposures and to conduct an adequate capital and liquidity planning, as well as an efficient risk management 
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