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Bosnia and Herzegovina

“Music is the emotional life of most  
people,” the late Leonard Cohen once said. 
Even the most tone-deaf can’t escape 
the infectious rhythms from Bosnia and  
Herzegovina, when gusla and tamburica 
get going. 

While music brings people together, things 
can be different when politics comes into 
play. The national anthem is performed  
without lyrics because power-conscious 
leaders representing the three ethnicities 
have not been able to agree on its text 
since 1999. 

This bizarre impasse is emblematic of the 
state of the nation, including its securi-
ties market framework, as our Draženko 
Bobaš describes for this publication. In his 
long-standing role as Head of GIS Bosnia 
& Herzegovina, Draženko has been playing 
an important role in shaping the market 
and contributing the view of its users.  

And he is optimistic that the following 
generations will overcome all artificial 
boundaries.

Milan Božić, CEO of Banja Luka Stock  
Exchange, has high hopes that the pan-
demic-induced crisis will make decision-
makers will better understand the poten-
tial of the capital market as a resource to 
foster economic prosperity of the society. 

It is with great sadness that I have to  
announce the passing of our esteemed 
colleague, Zsuzsa Haraszti, Head of GIS 
Hungary. We will keep her in our memo-
ries in her kindness and professional  
expertise. 
   
Kind regards,
Bettina Janoschek
Head of Global Investor Services Sales,  
RM & Market Intelligence

Time for a common accord
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Zsuzsanna Haraszti

The GIS team sadly lost a pillar, when our dear colleague Zsuzsa passed away in the last 
days of March after a valiant battle against cancer. 

Zsuzsa was a recognized authority in the Hungarian custody and securities market.  
Her contribution to the success of RBI Global Investor Services was invaluable.  

She also enjoyed an outstanding reputation as an industry expert among her colleagues 
across the whole RBI network and was famous for her client orientation.  

It was not by coincidence that we chose Hungary to spearhead the RBI Operations  
Center by establishing a direct link with KELER. 

We were impressed with the way Zsuzsa handled her duty as GIS Head Hungary despite 
her illness. She always took a stand for her team and even participated in team building 

events until recently. We will remember her as a very warm person, full of empathy, 
always ready to help. Zsusza will stay in our hearts.

Our thoughts go out to Zsuzsa’s family as we remember that her two children  
meant all the world to her. 

In the name of all GIS staff in 14 countries,

Harald Kreuzmair
Head of Global Investor Services

Bettina Janoschek
Head of GIS Sales and  

Relationship Management

Radek Ignatowicz
Product Owner Custody
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AT A GLANCE

private consumption (75% GDP), being 
two major pillars of economic growth in 
BiH. Exports of goods and services in real 
GDP plummeted by 16% y-o-y, making it a 
major contributor to the GDP decline. The 
development was driven by halved tou-
rism revenues. 

On the other hand, the export of goods, 
78% of which go to the EU market, was 
more resilient to Covid-19 lockdowns. The 
major export categories encompass me-
tals and metal products, automotive and 
machinery parts and appliances, energy 
(electricity), furniture and textile as well 
as footwear. As a matter of fact, the ma-
nufacturing ties between domestic and 
large EU producers in the automotive, me-
tals and textile businesses are tight and 
even strengthening from year to year. 

Private consumption was the second lar-
gest contributor to GDP contraction in 
2020, although it was a bit more resilient 
to the pandemic than initially anticipated, 
reporting a decline by 4% y-o-y. To some 
extent, private consumption was suppor-
ted by a much slower growth in gross and 
net wages, followed by a rebound from 
the one-off spike in unemployment after 
Covid-19 hit for the first time and a still 
quite resilient inflow of remittances from 
citizens living abroad. High unemploy-
ment, however, has remained the largest 
economic internal disbalance and a seri-
ous task for policy makers. 

Outlook depends on virus activity
For 2021 the outlook was slightly adjusted 
to 3% y-o-y in real terms as the mass-
vaccination process in BiH is expected to 
remain quite sluggish and uncertain. If 
new virus mutants and the 3rd wave of 
infection escalated the situation further, 
maneuvring the country into more soft-
lockdowns in Q2 and Q3, real GDP growth 
would be cut to a range between 1.5% and 
2% y-o-y.

External financing as stabilizing  
factor
The abovementioned remittances, a kind 
of secondary income wired home by the 
diaspora, declined by 10% y-o-y but still 

Bosnia and Herzegovina (BiH), as most 
of the economies in the world including 
Central and Eastern Europe, in 2020 re-
ported the deepest economic recession 
in its modern history, triggered by the 
Covid-19-induced global health and 
economic crisis. 

It was the worst recession since the war 
back in the 1990s and a stronger econo-
mic contraction than reported during the 
global financial crisis of 2009, reflected in 
a GDP plunging by -4.5% y-o-y.  This was 
more or less in line with the CEE peers 
(-4.3% y-o-y).   

The economic slump was driven by a col-
lapse of both, foreign demand and thus 
exports of goods and services (34% of 
GDP) as well as domestic demand and 

  
BOSNIA AND  
HERZEGOVINA 
Torn between  
solid macroeconomic 
fundamentals and  
endless political turmoil   
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amounted to a respectable EUR 1.9 bn 
(10.5% of the GDP) in 2020. These money 
transfers are one of the major revenue 
streams for balancing the country’s cur-
rent account deficit and a major factor 
supporting local private consumption. 
Therefore, ironically enough, Bosnia and 
Herzegovina reported the lowest current 
account deficit in its history just in 2020.  

Foreign reserves growth, C/A deficit fi-
nancing as well as the fiscal measures in 
the wake of the pandemic, were preser-
ved by a quite generous external finan-
cing support from the IFIs. The country 
was pledged EUR 700 mn or 4% GDP of 
external financing from them, marking 
the second largest Covid-19-related IFI 
support in the CEE region after Ukraine. 
The country’s institutions and policy ma-
kers officially signed and disbursed a to-
tal of EUR 330 mn through the IMF's Rapid 
Financial Instrument (RFI) as direct fiscal 
support measures to the private sector. 
Funds worth 1.8% of GDP were distributed 
through the minimum wage subvention 
program and another lot amounting to 
close to 1% of GDP went to the most af-
fected sectors such as tourism, transport, 
manufacturing and various exporters. 

The European Commission's IPA funds in 
the amount of EUR 80.5 mn and World 
Bank funds worth EUR 30 mn were direc-
ted to the health care system. In addition, 
a first tranche of the earlier agreed Mac-
ro-financial assistance from the EC of EUR 
250 mn is expected to be disbursed by the 
end of first half-year and should be used 
for fiscal support measures. 

Moreover, the IMF offered an Extended 
Fund Facility program in the amount of 
EUR 750 mn for 2021 which should finance 
further support of the hard-hit private 
sector in 2021. Yet, it is highly questiona-
ble whether the political players from the 
smaller entity, the Republic of Srpska, will 
agree on some of the key reforms stipula-
ted by the IMF in its Letter of Intent.  

Due to internal considerations of that 
kind, the Covid-19 fiscal support measures 
in Bosnia and Herzegovina in 2020 came 
quite late for the private sector. Also, 
with only 1.8% or EUR 330 mn they were 
modest compared to the CEE peers’ fis-
cal packages, which reached 4-5% of the 
GDP on average. On the other hand, both 
entities agreed on indirect fiscal support 
measures in the considerable amount 
of EUR 400 mn or 2.3% GDP through the 
Guarantee scheme, which is even more 
important. But due to highly complex and 
time-consuming approval procedures, 
private sector companies so far withdrew 
a symbolic amount of only EUR 20 mn.

Political uncertainty as the only  
“certainty”
Given the quite limited fiscal support 
measures and engagement by both enti-
ties of Bosnia & Herzegovina in 2020, we 
expect the consolidated fiscal deficit to 
reach a moderate level of up to 3.5% GDP 
and the overall public debt to come in at 
38% GDP in 2020. The fiscal metrics of the 
country remained solid despite the health 
crisis and declining tax revenues, which 
was confirmed also by Standard&Poor’s 
positive outlook. 

Ivona Zametica 
Head of Research and Financial Advisory/

Chief Economist Raiffeisen BANK d.d.
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Source of innovation
Milan Božić, CEO of Banja Luka Stock Exchange (BLSE), spoke with GIS Press about the underestimated role the capital market 
can play in difficult times. He shared his ideas as to how to tap the market’s vast potential.  

Mr. Božić, how would you describe 
the current situation on the domestic 
capital market?
Although each social and economic seg-
ment of society is deeply affected by 
the Covid-19 pandemic, this has not had 
an adverse effect on the total stock ex-
change turnover in 2020. It increased by 
55% compared to the year before. This 
came as a surprise since we did not ex-
pect high demand for securities when 
everybody was struggling with the strict 
restrictions imposed on everyday life and 
on the economy.

Analyzing the turnover statistics it beco-
mes obvious that the increase was main-
ly due to strong government borrowing 
both in long terms (bonds) and short term 
(T-bills). Government papers contributed 
86.4% to the total turnover. Because of  
the strong demand for government debt 
from institutional investors and their re-
luctance to lend to the economy we saw 
low effective rates on government secu-
rities.

We also witnessed an increase in the 
number of trades in equities, but overall 
stock trading has been decreasing over 
the past 10 years. 

The Covid-19 crisis has adversely affected 
companies' performances as well as retail 
demand for stocks. This is the key chal-
lenge the capital markets in the Republika 
Srpska are experiencing.
 
What do you consider the biggest 
obstacles for the further development 
of the BLSE?
The obstacles are similar across all tran-

sitional economies. However, removing 
them can create great opportunities for 
capital market development. On the sup-
ply side, the lack of companies’ profitabi-
lity and weak corporate governance pose 
a problem. Currently, there is no interest 
among privately-owned companies to 
go public due to missing incentives and 
knowledge of owners about the benefits 
of being publicly traded. 

On the demand side, we still have too few 
institutional investors, investment funds. 
And retail investors lack knowledge on in-
vestment and savings. Thus, we have star-
ted working with high school students, for 
whom we have changed the curriculum, 
written a textbook, and organized national 
student competitions in the field of finan-
cial markets and investments. 

Small institutional investors need bet-
ter institutional frameworks that would 
protect their shareholder's rights. Better 
coordination between all stakeholders 

can significantly improve the Republic of 
Srpska’s capital market and make it more 
attractive.    

What do you see as a potential for 
strengthening BLSE? 
Our own employees developed informa-
tion technologies that have been contri-
buting to the growth and strengthening 
of the Banja Luka Stock Exchange over 
the years. The development and impro-
vement of information technologies have 
enabled us to be the first stock exchange 
in the region to organize the money mar-
ket to provide institutional investors in 
Bosnia and Herzegovina with the possi-
bility to transparently trade short-term 
financial instruments and repurchase ag-
reements. 

You were also the first stock exchange 
in the region to create and establish a 
single system for debt clearing. 
Over 1,000 business entities from the Re-
public of Srpska and the Federation of BiH 
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are registered on this system, and every 
two months, around 600 business entities 
manage to pay their debts and collect re-
ceivables through this system. From 2015 
until today, the internal debt of the Repu-
blic of Srpska has been reduced by BAM 
954 mn through this system. We plan to 
improve it further so that individuals can 
participate as well. 

The Banja Luka Stock Exchange is current-
ly working on changes to the legislation 
that will enable municipalities to borrow 
more efficiently. We expect that soon, in 
addition to the existing public offers of 
government bonds and treasury bills, we 
will have a much larger number of public 
offers of municipal bonds and bills which 
will enable cheaper borrowing for these 
issuers. 

Can exchanges in the region survive 
without consolidation? 
Indeed. We believe that they can exist on 
their own if their business is adapted to 
the specifics of the local market. The Ban-
ja Luka Stock Exchange has been profita-
ble since its establishment.  

Consolidation does not have to be achie-
ved through mergers and acquisitions. 
Stock exchanges in the region are linked 
via the SEE Link project. Through this con-
nection, a local investor from Republika 
Srpska can expand their investment scope 

and easily access the securities market 
covered by SEE Link through a local bro-
ker. It combines an equity market capita-
lization of over USD 50 bn, allowing order 
routing of almost 1,200 securities listed on 
seven exchanges in Bulgaria (BSE), Bosnia 
and Herzegovina (BLSE and SASE), Croa-
tia (ZSE), Macedonia (MSE), Serbia (BELEX) 
and Slovenia (LJSE).

Where will the capital market of 
Bosnia and Herzegovina be in five to 
seven years?
The importance of the capital market 
will increase, given the current crisis has 
shown the weaknesses of a financial sys-
tem that relies excessively on credit inst-
ruments. The shares created in the course 
of the voucher privatization will gradually 
give way to new instruments. 

After the debt instruments issued by the 
state and municipalities, I expect that 
short-term instruments issued by com-
panies will soon appear in the market. To 
this end, regulations have already been 
adjusted to simplify procedures and to 
reduce the cost of commercial papers, 
without the obligation to prepare a pro-
spectus. The Banja Luka Stock Exchange 
is also preparing a new short-term inst-
rument, an electronic acceptance order, 
which will have the characteristics of a bill 
of exchange, with all the advantages that 
digitalization brings.

I believe that decision-makers will also 
become aware of the opportunities that 
the capital market offers for dealing with 
the crisis, and that measures will be im-
plemented through the conversion of 
rights into company shares. The system 
for debt clearing organized by the Ban-
ja Luka Stock Exchange already enables 
entities and municipalities to capitalize 
companies or grant aid, without spending 
funds, in a way that these funds are di-
rected to the payment of due taxes. This 
measure could be conditioned by the ob-
ligation of other creditors – workers, sup-
pliers – to convert a part of receivables 
into shares. This concept of coping with 
the crisis could also encourage private 
companies to transform themselves into 
joint-stock companies and thus improve 
their financial position.

How can investment funds  
contribute to the development of  
the stock market?
Investment funds, without which there is 
not enough institutional supply in the ca-
pital market, could have a great impact 
in the coming years. The First Voluntary 
Pension Fund and the Pension Reserve 
Fund of the Republika Srpska are already 
accumulating funds that will be available 
to companies that decide to issue bonds. 
Joint-stock companies with good corpo-
rate practices could also count on new 
equity through new share issues. In this 
context, it is necessary for financial mar-
ket regulators to take certain steps redi-
recting  the current surpluses that exist in 
the banking sector into the fund indust-
ry, which could more efficiently allocate 
them to the necessary investments. 

I believe that decision-makers will better 
understand that the capital market is an 
unused resource that can significantly 
contribute to the economic prosperity of 
society.
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Draženko, when you started in the 
business formerly called Custody, 
what did the market look like? 
I joined the Raiffeisen team back in 2006 
when the capital markets in Bosnia and 
Herzegovina were at their peak. The Sara-
jevo and Banja Luka stock exchanges had 
large daily turnovers, stock prices were 
rising day by day and we had a record 
number of participants in the markets, so-
mewhere around 25 brokerage houses. On 
the other hand, custody operations were 
not fully regulated, they did not even exist 
and were just beginning to develop. In fact, 
that was the reason for my arrival at Raiff-
eisen Bank.

Today the picture is quite different.
A very turbulent period is behind us, pri-
marily marked by the global crisis of 2008, 
from which our markets never recovered. 
The prices of certain securities dropped  by 
over 90%. 

On the other hand, the conditions for bro-
kerage houses and custody banks have 
become much simpler over time. It is hard 
to believe but more than half of the broke-
rage houses had gone out of business be-
cause they could not cover the operating 
costs with their income. On the other hand, 
the number of custody banks shrank from 
20 to currently 10. Today the market is ex-
clusively attended to by those participants 
who have always been paying the highest 
attention to service quality.

How do you experience Bosnia and 
Herzegovina today, 25 years after the 
end of the war?

Unfortunately, the situation in our count-
ry is not great at all. Although more than 
a quarter of a century has passed, many 
of the political ideas and structures that 
were largely the cause of the war are 
still alive and have a great impact on the 
state. Under normal circumstances, after 
such a long time, BiH could have become 
a huge success story and all we needed 
to do was to care for ourselves and our 
development. Unfortunately, this is not 
the case. 

Whenever a good idea came up, we aban-
doned it during its implementation. How 
come? It has always been politics that 
deprives us of opportunities to dedicate 
our energy to our wellbeing and our pro-
sperity. Up until today it is more important 
whether somebody is a Muslim, a Serb or 
a Croat than whether or not this person is 
the most capable to carry out a task.

However, the economy, i.e., the private 
sector including banking, is not doing 
so badly.
Yes, I will agree with you and the explana-
tion is obvious. The private sector does not 
care about nationality but targets good 
projects and results instead, which makes 
it successful and allows it to make pro-
gress day by day. The same is true for the 
banking sector. Banks are privately owned; 
thus, their measure of growth and deve-
lopment follow international standards. 
Good ideas, forward-looking projects, and 
teamwork contribute to their excellent  
results.

The art of navigating clients 
through a regulatory thicket 

Has the capital market resisted the 
threats and temptations coming with 
the precluding policies you mentioned?
The capital market largely shares the ad-
verse fate of the state, whose structural 
complexity is reflected in the layout of the 
market. I think that the fact that a count-
ry with about four million inhabitants has 
two stock exchanges, two registers, three 
securities commissions and two different 
legislations speaks for itself. We have to 
cope with tons of regulations and restric-
tions, making everything unnecessarily 
difficult to understand for both local and 
foreign investors.

What is the role of Raiffeisen Bank in 
shaping the market?
Raiffeisen Bank provides brokerage servi-
ces on the capital market of the Republic 
of Srpska, namely the Banja Luka Stock 
Exchange, through a separate company 
called Raiffeisen Capital and it has a dedi-
cated brokerage department for the capi-
tal market of the Federation of BiH, namely 

Draženko Bobaš, Head of GIS Bosnia and Herzegovina (BiH), is one of the longest standing GIS Heads in our team.  
A true industry veteran, he has played an important role in developing the local capital market. A Herculean task, 
as we learned from the following interview. 
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the Sarajevo Stock Exchange. Our custody 
business is operated by a dedicated de-
partment which services both mentioned 
capital markets. Raiffeisen Bank is proud 
of having been the first bank in the mar-
ket to receive licenses to provide custody 
services from both securities commissions. 
Ever since, we have strived to provide for-
eign clients with top quality service in such 
a way that foreign clients do not register 
the complexity of the local regulation. 

On the other hand, we have enabled our 
local clients to enter and invest in foreign 
capital markets, all through our parent 
bank Raiffeisen Bank International.

Please fill us in on your personal in-
volvement in the development of the 
local capital market.
I have always been interested in areas of 
banking that are not fully developed and 
where I can personally contribute to their 
development. Even before onboarding 
Raiffeisen Bank, I was part of the coordi-
nation committee for the establishment of 
the Sarajevo Stock Exchange. Upon joining 
Raiffeisen Bank, I focused my energy on 
the development of the custody business 

and later the depository bank business. 
Although I maintain favorable relation-
ships with all regulators, I must admit that 
it takes a lot of energy, lobbying, corres-
pondence and meetings to initiate change.

I am certainly not a person who gives up 
easily. Despite the difficult circumstances, I 
still believe that we will improve our capital 
market. That we will change local regula-
tions in a way that we harmonize with – 
or at least approach – EU standards. I will 
continue to push for change because I am 
convinced that Bosnia and Herzegovina 
has a place in the EU, and where I can, I will 
do anything to add my share on that path.

What do you see as an opportunity to 
improve the situation and progress?
First, in our children, because they grow up 
with modern trends and technologies and 
are not burdened by the past of their pa-
rents and the former education style of all 
strata of our society. 

I believe that we will soon recognize that 
investing through capital markets is a 
good substitute for classic savings and 
by that I mean not limiting investment to 

the domestic capital markets but looking 
for investments worldwide as well. Having 
said that, we at Raiffeisen Bank will conti-
nue to strive to be at hand for all our cli-
ents, looking to share as much knowledge 
as possible with our colleagues from other 
RBI home markets to apply the best practi-
ces here in our country.
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The key role in the banking system of 
Bosnia and Herzegovina is held by the 
Central Bank of Bosnia and Herzegovina 
(CBBIH) that was established by the Law 
on the Central Bank and according to the 
General Framework Agreement for Peace 
in Bosnia and Herzegovina. It started its 
operations in August 1997. 

The Central Bank is the only institution 
that issues money and maintains mone-
tary stability in the entire country. (This 
is a fact worth mentioning because there 
are only few institutions that operate ac-
ross both entities.) The CBBIH’s mission is 
to maintain monetary and financial sta-
bility through consequent implementati-

HISTORY

on of the Law on the Central Bank, as well 
as to issue domestic currency according 
to the Currency Board arrangement, with 
efficient performance of the activities 
from its scope of responsibility in order 
to achieve the highest possible level of 
independence, integrity, competence, ef-
ficiency and transparency.

Currency Board since 1997
The main goals of the CBBIH’s monetary 
policy are maintaining economic liqui-
dity, monetary balance and stability of 
the domestic currency and its exchange 
rate. These goals are achieved by com-
plying with the Currency Board arrange-
ment Fixing the exchange rate at KM 1 : 

Drivers of growth 

EUR 0.51129 ensures stability of prices in 
economy, guarantees full convertibility 
of the domestic currency into a reserve 
currency (euro) and vice versa, and thus 
indirectly into other foreign currencies. 
Net foreign currency reserves must fully 
cover monetary obligations in KM at all 
times.

In addition to the CBBIH, other main regu-
lators in the country’s banking sector are 
the entity-level banking agencies, which 
issue banking licences and supervise the 
business conduct of banks.

Bank privatization – job long done 
The privatization process of the banking 
sector in both entities of Bosnia and Her-
zegovina went pretty smooth and was 
no barrier to the industry’s development. 
This was mainly due to the fact that the 
establishment of foreign banks was made 
possible by the FB&H Foreign Investments 
Law of 1995. It resulted in the establish-
ment of several new banks, either fully 
or majority-owned by foreigners, in 1996 
in 1997. The eagerness of foreign inves-
tors to establish banks on the ground 
increased even more after the adoption 
of the Foreign Direct Investments Law of 
1998, the foundation of the Central Bank 
and the release of a single currency into 
cash payments and especially cashless 
payments (1998 and 1999). Also,  the ex-

The emergence and development of banking in Bosnia and Herzegovina is closely tied to the foundation of the 
state itself. Today the sector presents itself in the best of health.
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Highly developed industry
Today, more than 20 years after the 
emergence of the banking sector in Bos-
nia and Herzegovina, it is fair to say that 
the banking sector is the most develo-
ped sector in the country and the engine 
of growth and development in the enti-
re economy.  Despite a very challenging 
year 2020, the country’s banking sector 
remains liquid, very sound and well ca-
pitalized. However, the banking sector 
lacks projects for sustainable growth to 
be financed. Excess liquidity meets an 
absence of quality projects.

Comparing the development level of the 
banking sector with the EU and other 
developed countries of the world, we 
should take into account that Bosnia and 
Herzegovina’s financial institutions have 
incredible challenges to master. 

Digitization, for instance, is ongoing and 
indispensable, but it faces many prob-
lems connected with the complexity of 
the administration that limit its develop-
ment. The digital signature would make 
our work so much easier by digitizing 
certain processes, mainly online account 
opening. And we are still miles away from 
new digital services such as bitcoin cur-
rencies, artificial intelligence etc. 

In any case, the banks possess the know-
how and are ready to promote digitizati-
on as soon as it is possible!

Draženko Bobaš 
Head of GIS Bosnia and Herzegovina

pansion of the High Representative’s po-
wers and the stabilization of the political 
framework in the country during 1999 and 
2000 gave this development a push. 
And so, at year-end 2003, the 10 largest 
banks had a joint market share of 72.5% 
and total banking sector assets increa-
sed from KM 3.7 bn to 7.8 bn within five 
years only.

Dominant foreign shareholders
The largest number of banks in the coun-
try, 55, was recorded in 2002. 19 thereof 
were state-owned and 36 in private 
hands. Since then, the number of active 
banks has been constantly dropping to 
reach 24 as at year-end 2020, with only 
one majority state-owned bank left. 19 
are mainly foreign-owned.  

Since the foreign-owned banks hold a 
dominant share of around 92% in total 
sector assets, domestic private and state 
banks control a very small market seg-
ment and thus have a very limited influ-
ence on market developments. 

Already in 2000, the banking system em-
barked on a positive direction. This was 
also the year when the trust in banks lost 
during the war in Bosnia and Herzegovi-
na gradually returned. Banks started to 
grant more loans and lending conditions 
were more favorable. These favorable  
developments would not have been pos-
sible without the banking sector reform 
that all countries from the region and 
beyond had to undergo. 
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Spotlight news

RS: Consultations with IMF
The government has begun talks 
with the International Monetary 
Fund (IMF) as part of consultations 
under Article IV of the IMF Statute 
that aims at reviewing fiscal, mo-
netary and overall macroecono-
mic developments. Furthermore, 
the government is lobbying for a 
new non-financial and advisory 
arrangement with the IMF. It shall 
be focusing on maintaining the 
achieved and supporting the sus-
tained implementation of structu-
ral reforms on the already paved 
path towards a more vibrant, sus-
tainable economic growth.

ROMANIAAndrei Mezdrea, Head of GIS Romania

New functional specification  
for SaFIR 

The Romanian central securities depositary for government se-
curities, the National Bank’s SaFIR system, has announced the 
update of its new functional specifications, in accordance to 
the CSDR (Regulation (EU) No 909/2014) and SDR (Regulation (EU) 
2018/1229) provisions. The following features will be introduced 
by SaFIR as of September 2021:

•  Acceptance of settlement instructions submitted prior to settlement date. For 
transactions whose settlement date does not coincide with the trade date (with sett-
lement cycle longer than T + 0), the settlement instructions must be accepted by SaFIR 
starting from the trade date and should be matched as soon as possible (not only on 
the settlement date as in the current setup). After the matching, these operations will 
be queued for settlement at the settlement date.

•  Allegement messages will be available. The counterparties will receive such mes-
sages either once a certain time after the first matching attempt expires (“Allegement 
delay period”) - to avoid early transmission of the message or until a predefined period 
(“Allegement before cutoff”) before the cut-off time of the Intended Settlement Date, 
but no later than a specific time during the ISD (“Allegement time on ISD”).

•  Settlement discipline: Buy-In procedures and sanctions mechanisms will be imple-
mented in order to ensure the application of the requirements regarding the settle-
ment discipline. The settlement penalty regime and the SaFIR sanctioning mechanism 
will be defined at a later stage, focusing on the following aspects:
- Reconciliation, collection and redistribution of cash penalties;
- Timeline and interaction with the buy-in process;
- Reporting to authorities.

•  Recycling will be available. Instructions and operations will be moved from one day 
to another if the recycling rules will be met or otherwise cancelled.

•  Market claims: The system will reallocate the income from a distribution with the aim 
to provide the actually entitled holders with the amount of cash/quantity of units they 
are entitled to. Participants can opt to exclude operations from the market claim. (This 
feature will not be available for USD-denominated bonds.)

•  Transformation: In the event of a reorganization, the system will cancel the pending 
settlement instructions and generate new instructions according to the reorganization 
conditions (partial redemption, early redemption, etc.)

•  Settlement matching criteria will be changed. Yield to maturity will no longer be 
a matching criterion for delivery-versus-payment (DvP) transactions, while optional 
non-mandatory matching fields, e.g., a common reference, will be used. A settlement 
tolerance limit (interval) for DvP will be introduced. 

•  Introduction of safekeeping charges. During the recent consultations of the SaFIR 
users’ community, NBR representatives stated the intention to introduce safekeeping 
fees for financial instruments administrated by the system. Structure and size of the 
fees are not available yet.
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Settlement Center to be transformed  
into a non-banking financial institution

The Settlement Center, which acts as a bank specializing in 
stock market cash clearing, will be converted into a non-ban-
king financial institution beginning in July. 

The relevant amendments are in line with the Law on simp-
lification of investment from June 2020, which sets out new 
rules and standards for clearing. Thus, starting July this type 
of activity cannot be combined with banking.

The Settlement Center’s transformation plan was already approved by the National 
Bank of Ukraine. In line with the plan, it shall fulfill all its obligations, settle the final 
accounts with the Guarantee Fund for private deposits, as well as close the existing 
current and correspondent accounts. Under the Law, the clearing activity will no longer 
be a monopoly, so other market participants may also apply for respective licenses. 
The Settlement Center plans to continue clearing and safekeeping the cash balances 
of  market participants via the National Bank of Ukraine.

Our view
We believe that cash settlement of securities operations will become safer 
with the central bank backing. Also, the elimination a clearing monopoly 
should be beneficial for the development of the respective services.

UKRAINEBogdana Yefremova, Head of GIS Ukraine

CFSSA announces measures to support business 
continuity within financial sector 

As a result of the Covid-19 pandemic, along with the severe 
earthquake that struck the City of Zagreb and its surroun-
dings, the Croatian Financial Services Supervisory Agency 
(CFSSA) has adopted numerous measures. It also released 
recommendations for supporting business continuity in the 
financial services sector and for protecting the interests and 
rights of financial services users and public interest and sa-
feguarding the stability of the financial system.

The measures that have been adopted by the CFSSA include the following: 
•  Suspension of dividend distribution for insurance undertakings, 
•  Relieving issuers listed on the regulated market of the payment of fees for the year 2020, 
•  Temporary suspension of trading in all financial instruments on the regulated mar-

ket operated by the Zagreb Stock Exchange, 
•  A 30-day extension of deadlines for the submission of reports for members of the 

Mensur Hodžic, Head of GIS Croatia CROATIA

Spotlight news

HR: ZSE joins UN sustainability 
group
The Zagreb Stock Exchange an-
nounced that it has joined the 
United Nations Sustainable Stock 
Exchanges initiative to promote 
sustainability and transparency 
in capital markets. In line with this 
initiative’s goals, it plans to enga-
ge in peer-to-peer dialogue to ex-
plore how exchanges can work to-
gether with investors, regulators, 
and companies, to encourage 
sustainable investment, while also 
enhancing corporate transparen-
cy and performance in respect to 
environmental, social and corpo-
rate governance issues.

Launched in 2009, the SSE aims 
to include representatives of all 
capital market stakeholders in its 
workstreams and engages with 
a broad network of the global fi-
nancial services industry on a re-
gular basis.

Together with the Croatian Finan-
cial Services Supervisory Agency, 
the Stock Exchange has recently 
launched a new Corporate Gover-
nance Code, which stipulates that 
companies should agree and ad-
opt policies on environmental, 
social, and corporate governance 
issues. By joining the SSE Initiative, 
ZSE has joined a network of now 
more than 100 stock exchanges 
around the world, that are com-
mitted to promoting sustainable 
development.
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Association for Business Activities and Intermediation in Financial Markets at the 
Croatian Chamber of Economy and for members of the Association of Pension Fund 
Management Companies and Pension Insurance Companies due to the extraordi-
nary circumstances, 

•  Determination that it is sufficient for only one management board member of a 
pension company or investment fund management firm to sign documentation, 

•  Extension of the deadline for the submission of statements and relevant documen-
tation relating to financial services users’ complaints from 8 to 15 days, except in 
cases of complaints related to the consequences of the recent earthquakes in the 
City of Zagreb and its surroundings.

In line with ESMA’s recommendation, CFSSA has invited issuers whose securities are 
admitted to trading on the regulated market of the Zagreb Stock Exchange to disc-
lose any relevant information concerning the impacts of Covid-19 on their fundamen-
tals, prospects or financial situation in accordance with the requirements laid down 
by the Capital Market Act and Market Abuse Regulation. 
CFSSA said it will continue to closely monitor the impact of the pandemic on the 
stability, regularity and legality of business operations of supervised entities in the 
financial services market. It will also keep observing the implementation of recom-
mendations issued by the competent European supervisory authorities.

Our view
The CFSSA will continue adopting measures and issuing recommendations 
in order to support business continuity of financial services institutions, as 
well to offer them operational relief in these extraordinary circumstances, 
but also to ensure and facilitate the functioning of the overall economy and 
protect the interests of natural and legal persons that use financial services.

CROATIA

Bulgaria launched Instant payments (SCT Inst)  
in BGN 

1 April marked the official start of the instant payment servi-
ces in local currency in Bulgaria. It was introduced in respon-
se to the new digital reality and the needs of businesses. This 
new feature is part of a strategic project encompassing the 
entire banking community that aims to improve the payment 
system by providing more convenient, fast and cost-effective 
payment services. 
 At the moment settlement of instant payments is executed by 
BORICA JSC, the Bulgarian payment services company, which 

was re-licenced by the central bank to include services of instant payments of up to 
BGN 100,000. Within two years from the start of the new service this month, all provi-
ders in the country are required to go through a certification procedure and, after pas-
sing the tests, ensure the availability of the service by launching it in a live environment.
BORICA has successfully completed technical testing with several pilot participants, 
mostly banks, with other participants preparing to be included in the project. The 
operator’s ambition is to cover 50% of the market within 2021. The model implemented 
by BORICA is compliant with the pan-European scheme based on SEPA Instant. 

Biliana Stefanova, Head of GIS Bulgaria BULGARIA
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Where did you start your professional 
career?
My first professional experience came du-
ring my training as an IT specialist. After 
the apprenticeship, I worked for an adver-
tising agency for two years before I got 
into university. Right now I am in two un-
dergraduate programs, one in business 
administration and one in philosophy. Be-
side my studies, I work as a student intern 
at RBI. Since I would like to obtain a 
Master's degree in Business Informatics 
later, it will still be a while before I introdu-
ce myself as a full-time employee.

What do you like about your job  
with Raiffeisenbank?
As I have only been with RBI for a year, mo-
ving from another department to GIS in 
the beginning of March, there is always 
something new I am learning about the 
banking sector and especially securities 
trading. I welcome the opportunity to car-
ry out my tasks by applying the knowledge 
I have gained through my IT learning. Pro-
cess automation in Excel with VBA is my 
favorite. In addition, the fact that I can 
freely organize my working hours helps 
me to keep studying effectively. 

What challenges ahead do you see for 
Global Investor Services?
Due to the new technologies developed in 
recent years, especially those around 
cryptocurrencies and blockchain, I antici-
pate major changes for securities trading 
and custody. In order to be at the forefront 
of this trend and to stand out from the 
competition, it is important to get to grips 

HAVE YOU MET

with them early on and integrating these 
new technologies into the strategy of our 
business. 

How do you spend your spare time? 
When I am off, I try to create a balance to 
my everyday work and academic life. I do 
it by regular yoga or by sitting in natural 
surroundings with a good book. Now that 
spring is here, I enjoy working in the gar-
den of our house community. Otherwise, I 
assist in a food cooperative that sells regi-
onal and seasonal organic crops at an af-
fordable price. Every Wednesday I volun-
teer at a refugee counselling center. 

Would you tell us about your home-
town, please?
My hometown is Vienna. What I like about 
Vienna is that it has managed to create 
affordable housing because of its social-
democratic past. The population of the 
neighborhoods is quite mixed, avoiding a 
formation of extremely poor and rich 

Trainee with a knack of 
new technologies

ghettos in the first place. Each neighbor-
hood can be used in its own way, which 
makes the city seem much bigger than it 
actually is. The cultural offerings are also 
varied and affordable thanks to the City's 
subsidies, meaning there is something for 
everyone without reserving culture for a 
certain group of people. 

Moritz Welsner, student intern at GIS in Vienna, provides an insight into his profession. 
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