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Bosnia and Herzegovina

The banking sector of Bosnia and  
Herzegovina seems almost a miracle. It 
performs well, hardly suffers from non-per-
forming loans and its capitalization is eye-
watering. Raiffeisen Bank, who entered this 
market in 2000 and has since then built a 
considerable post-trading business, is one 
of the dominant players. 

Karlheinz Dobnigg, President of the  
Management Board of Sarajevo-based 
Raiffeisen Bank, in an interview with GSS 
Press, gave some interesting background 
on the financial industry and its role in the 
local economy.

Another sector with all signs pointing in 
a positive direction is tourism. According  
to the World Tourism Organization  
(UNWTO), Bosnia and Herzegovina is 
one of the three countries worldwide show-
ing an annual growth rate of 10%. So, why 
not plan a trip to charming Sarajevo, the 
ancient symbol of religions living peaceful-
ly together, or the pretty countryside with its 
rich cultural heritage? 

Kind regards,
Attila Szalay-Berzeviczy 
Executive Director
Head of Group Securities Services

The banks are all right
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AT A GLANCE

Economic activity in Bosnia and Herzegovina 
(B&H) continued to expand in 2019, albeit at 
a slower-than-expected pace. The environ-
ment become less supportive. 

Slowing external demand along with several 
one-off interruptions (Aluminijum, Gikil, Rafi-
nerija nafte and Prevent CEE) led to a hard 
landing and negative trends in industrial pro-
duction and exports of goods, which regu-
larly represent the pillars of B&H’s GDP. For 
the first time since 2012 these two categories 
have been facing negative year-on-year prints 
weighting down the overall economic growth. 

However, there is no fear of recession as 
domestic demand and consumption remain 
robust and the main engine of economic 
growth. Supported by stronger employment 
and wages, inflow of remittances and retail 
lending, private consumption once again 
came in at the forefront of the economic ac-
tivity. Accordingly, growth is forecasted to 
decelerate from 3.1% in 2018 to 2.2% in 
2019.  

Nevertheless, the pace of economic expan-
sion has slowed down in many European 
economies, and so the open and small B&H 
economy is just following the global trend. 
That being said, the near-term risks in the 
outlook have shifted towards the downside. 
The economy is expected to slow down even 
further in 2020 due to an unfavorable exter-
nal environment (i.e. in the euro area inclu-
ding Germany, which makes up for close to 
50% of exports). 

Exports should remain as a source of weak-
ness in 2020, even though the growth rate is 
expected to stay outside contraction territory. 
Private consumption will stay the key pillar of 

the economic momentum, complemented by 
a sound gross fixed capital formation driven 
by infrastructure works and private invest-
ments. All in all, most economic drivers will 
remain in the positive area, but the pace of 
growth is likely to be rather dull. Therefore, 
we expect that the economic momentum will 
bottom out in 2020 (1.9% year-on-year pro-
jected real GDP growth), while in H1 2021 
we expect some notable picking up of econo-
mic momentum driven by stronger rebound 
in exports supporting expected growth of 
2.3% year-on-year in 2021.  

Political dissent
Besides a weak external environment, the 
political landscape remains one of the clouds 
on the economic horizon. Almost a year af-
ter the general elections, the state and the 
two FB&H level governments are still in the 
process of tough negotiations. In August the 
leaders of the country’s three main political 
parties have finally reached an agreement to 
form the Council of Ministers of B&H. Even 
though the political leaders listed 12 princip-
les for establishing this Council, the disag-
reement on interpretation of these principles 
started immediately after the meeting. Con-
sequently, the deadline set by the main three 
political parties to form a state-level govern-
ment expired, with no solution in sight over 
the “NATO membership path issue”, leaving 
the country in continued political deadlock.  

However, as internal and international pres-
sure is on the rise, we expect a resolution of 
the government-building dispute until year 

end. Nonetheless, there are many areas 
where key political players have opposite 
approaches on which key reforms are to be 
addressed in the upcoming period, among 
them being NATO accession, constitutional 
and election reforms and minority rights. 
Therefore, the reform process is expected to 
be very slow in 2020-2021.

Sound banking sector
Once again, the banking industry proved to 
be very resilient to political turmoil and eco-
nomic slowdown, growing above economy’s 
average. Furthermore, the stability and pro-
fitability indicators showed that the B&H 
banking sector is in a healthy position, de-
spite the challenging environment. Explicitly, 
the first half-year ended with a reported net 
bottom-line result of BAM 238.5 (plus 3.3% 
year-on-year), the highest semi-annual profi-
tability of B&H banks in history. At the same 
time, the total level of NPLs dropped to 8% 
– the lowest level since the second quarter 
of 2010 – and the capitalization level is well 
above the legal requirements. 

We expect that banking sector dynamics will 
remain in an upbeat mood in 2020-2021. 
Thus, as economic growth is expected below 
2% in 2020, we see a slight retreat in the 
positive growth rates in that year with assets 
and loans dynamics moving in single-digit 
level of around 5% year-on-year. 

Ivona Zametica 
Head of Research and Advisory, 

 Raiffeisen Bank Bosna i Hercegovina 

BOSNIA AND HERZEGOVINA 
Economic drivers  
losing steam 
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TALKING POINT

Mr. Dobnigg, the banking sector is one of 
the most stable sectors in B&H. Can you 
give us an overview?
Compared to the international banks ope-
rating in the region, the domestic banking 
sector naturally represents a smaller part 
of the regional CEE or SEE exposure. The 
exposure of international banks in B&H is 
remarkably constant.

Although it was characterized by a certain 
degree of consolidation in the aftermath of 
the global financial crisis, no drastic ad-
justments and restructuring were necessary 
here. The number of banks operating in the 
country has declined slightly and two years 
of moderate losses were recorded within 
the period 2010 to 2013. However, the 
results were neither very intimidating nor 
did the number of non-performing loans 
reach the sad record levels of some other 
SEE countries. Loans and bank assets were 
also kept stable in relation to GDP or even 
increased slightly in recent years illustrating 
large bank centricity and concentration in 
the country compared to level of economic 
development.

What are your predictions for the coming 
period?
Stability and profitability indicators showed 
that the B&H banking sector is in a healthy 
position, despite the challenging environ-
ment. The banking industry proved to be 
very resilient to both political turmoil and 
economic slowdown, growing more stron-
gly than the economy in general.

The first half of this year ended with the high-
est semi-annual profitability of B&H banks in 
history, NPLs were at the lowest level since 
2010 while capitalization is comfortably 
above the legal requirements. The banking 

sector dynamics is expected to remain in an 
upbeat mood in the next two years.

The domestic capital markets are regulated 
at entity level. Are market participants fa-
cing any difficulties in this regard?   
Both our capital markets, in the Federation of 
Bosnia and Herzegovina (FB&H) and in the 
Republic of Srpska (RS), have their own regu-
latory frameworks and institutions, but there 
is significant regulatory alignment between 
the two entities. However, cross-selling is 
not possible and banks that want to provide  
custody services need separate licenses.

The longstanding crisis on the stock exchan-
ges in B&H has not waned and the number 
of market participants has shrunk by more 
than half in the last 10 years. The stock 
market is a mirror of the overall economic 
situation in the country. Institutional investors 
mostly engage in trade, real estate, techno-
logy and facilities for production of goods.

The capital market in B&H is quite modest 
and not sufficiently developed. Citizens 
keep more than KM 10 bn in commercial 
banks, showing no inclination toward inves-
ting that money in the domestic market. Pri-
vate companies, on the other hand, rarely 
decide to raise capital via the stock market. 
Instead, they tap other financial sources. 
Thus, those who wish to invest in the stock 
market are left with government bonds and 
shares of state-owned firms as the only in-
vestment options.

How can the capital market culture be de-
veloped?
Through financial education. It is necessary 
to involve capital market institutions in the 
continuous education process, of course 
with assistance and support by the state. In 

this way results can be achieved in the field 
of public education and a culture of inves-
ting in securities can be developed.

What is the role of Raiffeisen Investment 
Banking in the domestic capital market?
In this business segment, the past year was 
successful for us. Custody has increased the 
assets under administration and our success 
was recognized by the renowned Global 
Custodian magazine’s annual survey. In the 
fund administration segment, the focus of the 
Bank was on the acquisition and provision 
of depository services for investment funds. 
Despite the diminished supply of securities 
in the domestic market and unfavorable 
yields on the global markets, with activities 
of dealers, the Bank has remained an acti-
ve participant in the debt securities market 
in both the Federation of Bosnia and Her-
zegovina as well as the Republic of Srpska. 

We have continued to strengthen our busi-
ness relationships with institutional clients, 
who increased their total bank deposits, alt-
hough interest rates fell in the past year. Our 
personalized approach to each client with a 
high level of service sets us apart.

Banking sector in a healthy condition
Karlheinz Dobnigg, President of the Management Board of Raiffeisen Bank in Bosnia and Herzegovina,  
talks to GSS Press about his industry and the prospects of the capital market



GSS Press | October 2019 4

SIBOS 2019

RBI GSS at SIBOS in London 

As far as GSS concerned, discussions at 
SIBOS focused on innovation and new 
technologies. Our recently installed link-up 
with the Russian Central Securities Deposi-
tary, the NSD, which will bring operational 
efficiency and substantial risk reduction 
to our clients was a highlight in our client 
meetings. 

This year’s SIBOS was set to be the biggest 
SIBOS in history. 

For the first time SIBOS, the leading glo-
bal event for the financial community, took 
place in London, which attracted a record-
breaking number of attendees. Around 
11,500 delegates and more than 300 ex-
hibitors were attending the conference at 
the ExCel, London’s largest events venue.

Experts from financial institutions, market 
infrastructures, multinational corporations 
and technology partners were brought to-
gether to collaborate in areas of payments, 
cash management, securities and trade. 
RBI was represented by delegates from 
Institutional Clients, Cash Management, 
Trade Finance, Group Securities Services 
(GSS) and Compliance, all of whom had 
bursting meeting schedules and reported 
strong interest in their product offer. 

RBI’s excellent Cash Management servi-
ces were honored by receiving the Global  
Finance Transaction Banking Award for 
The Best Bank for Cash Management in 
Central and Eastern Europe and the EMEA 
Treasury Award for Best Cash Manage-
ment Services in Central and Eastern Euro-
pe (2011-2019) during SIBOS.

Congratulations to our colleagues in Cash 
Management!

Bettina Janoschek
Head of GSS Sales and Relationship  
Management
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HISTORY

Bosnia and Herzegovina – 
So beautiful and so complicated

different states and empires (Ottomans, 
Austro-Hungarian, Yugoslavia etc). Starting 
from 1992, Bosnia and Herzegovina beca-
me an independent country.

Although now an independent state and fi-
nally able to devote itself and its prosperity, 
Bosnia and Herzegovina has been fighting 
its own demons since its independence. A 
complex government with two entities, 10 
cantons, three nations, two capital markets 
and huge bureaucracy leave little room for 
progress. Experts refer to its system as one 
of the most complex in the world. And the 
country’s leaders have shown little interest 
in changing this post-war structure from 
1995 since it carves in stone their titles. 

Bosnia, a heart-shaped country, with its 
natural beauties is considered a destinati-
on of incredible potential on the world tou-
rism map. It has stunning mountains such 
as Jahorina and Bjelašnica, picturesque 
rivers as Neretva and Una and one of the 
last preserved rainforests in Europe called 
Peručica. 

Although many stories are associated with 
the name of Bosnia and Herzegovina, it is 
certain that it is named after its two geogra-
phical regions: Bosnia, reaching from Ivan 
Mountain to the northern borders, and Her-
zegovina, south of Ivan Mountain all the 
way to the Adriatic Sea. The term Bosnia 
refers to the river Bosna, which rises near 
the capital Sarajevo. Herzegovina con-
tains the German word Herzog and can 
be translated into duke’s land.  

Sometimes mixed up with neighboring Ser-
bia, the Republika Srpska with its administ-
rative center Banja Luka is a territory within 
Bosnia and Herzegovina. It is one of two 
entities that form our state. 

The country looks back on a long history. 
The first mention of Bosnia was at the very 
end of Chapter 32 of the writings of "De 
administrando imperio" from the Byzanti-
ne emperor Constantine VII, also known as 
Porphyrogenitus (913 - 959). From that pe-
riod until 1992, Bosnia was part of many 

Despite the many problems that are 
causing the increasing number of Bosnia 
and Herzegovina residents to leave their 
homes to work in EU countries for a better 
life, we want to believe that better times are 
coming. That all the politicians and citizens 
of this country will become aware of the 
beauties and opportunities that surround 
us, that we will bypass all the real and un-
real barriers between us and that we will 
finally devote ourselves to a better life in 
beautiful Bosnia and Herzegovina.

Draženko Bobaš
Head of GSS Bosnia & Herzegovina



GSS Press | October 2019 6

MARKET ROUNDUP

Spotlight news

ME: New capital market law 
In order to align its market legislature 
with EU regulations, the Republic of 
Montenegro implemented a new ca-
pital market law. Although a lot of 
provisions need not be implemented 
before the date Montenegro joins EU, 
all market participants already must 
align their business with the legislati-
on already now.

The biggest changes are expected in 
the brokerage segment. In Montene-
gro there are nine brokers, who will, 
upon implementation of the law, face 
higher capital demands. As a result, 
several brokerage houses will shut 
down and probably only five of them 
will remain active on the market.
Moreover, the Montenegro Stock Ex-
change announced new rules and im-
plemented numerous changes in view 
of the future market set-up which will 
encompass a Regulated market, MTP 
ME and the MTP Growth market (for 
issuers in an early stage of develop-
ment).

In addition to that, the Central De-
positary Agency altered its name to 
Central Clearing Depositary Compa-
ny and changed its management by 
appointing Danilo Vujović as its new 
executive director.

 

New tax policy related to trans-border operations and 
residency 

The Ministry of Finance of the Russian Federation (MinFin) pre-
sented to the State Duma the draft project on “Main directions 
of fiscal, tax and customs tariffs policies for 2020-2022” that 
focuses on amendments to tax preferences in case of trans-
border operations and tax residency.

At the moment, a company cannot benefit from tax exemption 
provided by DTT agreements if it is only a transit organization 

which is not subject to income disposition. In that case, the company may admit that it 
is not a beneficial owner of income and apply for pass-through taxation. Under such 
circumstances the received funds could be located on an account of a transit company 
without time limitation. 

The draft proposes to limit that timeframe to 180 days and stipulates that the amount 
of the received funds should be 100%. In case of Russian residency, beneficial owners 
may leave the funds on their foreign accounts without obligation to return it to Russia 
as of now.

Another main amendment refers to tax resident recognition. At the moment an individual 
is considered tax resident if they spend at least 183 days on the territory of the Russian 
Federation. The MinFin suggests shortening this period to 90 days and establishing the 
center of fundamental interests as a new criteria (employment, family, estate property, 
etc.). In particular, even if an individual spends less than 90 days in Russia but owns real 
estate, operating business or personal connections, they will be considered tax resident. 
The MinFin also considers equalizing personal income tax rates for Russian and foreign 
citizens. Nowadays foreigners’ income is subject to 30% tax rate in comparison to 13% 
for Russian citizens. The main aims of the amendment are an decrease of tax operations 
costs and a increase of attractiveness of Russian market for foreign retail investors.

Our view
Taking into account the "center of fundamental interests" is not a new concept, however, 
at the moment it applies only to passive income such as dividends, interest payments and 
royalty in relation to countries with a DTT agreement with Russia. Currently many wealthy 
Russians use the possibility of the “controlled foreign company” (CFC) tax regime but, taking 
into consideration the new policy, it will become harder for them to optimize their tax liabili-
ties. Moreover, it appears likely that tightening the rules will lead to an increase of disputes 
between Russia and other countries over priority tax right.

Evgenia Klimova, Head of GSS Russia RUSSIA
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MARKET ROUNDUP

Spotlight news

BG: Introducing SRD II 
The Bulgarian Council of Ministers 
published a draft bill on the Law of 
Public Offering of Securities aiming 
to implement in the local legislation 
the requirements of Directive (EU) 
2017/828 (SRD II) and Regulation 
2018/1212 laying down minimum 
requirements with regards to share-
holder identification, the transmissi-
on of information and the facilitation 
of exercising shareholders rights. 

The main amendments in the draft 
law are:
-  introduction of enhanced require-
ments for general meetings and 
corporate actions notifications;

-  initiation of the proxy advisor  
concept who provides research, 
advice and recommendations on 
how to vote in general meetings;

-  facilitation of the identification of 
the final shareholders;

-  further development of the provisi-
ons regarding large value transac-
tions between public companies 
and their subsidiaries.

Transitional periods are foreseen to 
bring the market participants in line 
with the new requirements. 

ROMANIAAndrei Mezdrea, Head of GSS Romania

Romanian capital market promoted to “Emerging” by 
FTSE Russell

Following its latest annual review, FTSE Russell upgraded Roma-
nia from Frontier to Emerging Market. The reclassification from 
Frontier to Emerging status will become effective as of Septem-
ber, next year.

We may remind readers that the Romanian capital market 
has been retained on the watch list since 2016. Since then, an 
intense effort to modernize the market has been undertaken by 

all market participants. 
The modernization of the market infrastructure comprised significant changes of the local 
regulatory frame (issuers, shareholders’ rights, investment funds, investment services, 
markets & infrastructure – applicable legislation), improvement in trading, clearing and 
settlement procedures and operational capabilities, as well as increasing the number of 
listed instruments and improvement of the conditions to access the market infrastructure. 
One of the most important criterion, liquidity on the Bucharest Stock Exchange, has been 
matched in 2019: FTSE’s Annual Review noted the progress in June and changed, from 
“restricted” to “pass” the liquidity criterion: “Sufficient broad market liquidity to support 
sizeable global investment”.

Consequently, Romania met the nine FTSE Quality of Markets criteria required for the 
Secondary Emerging market status within the FTSE Country Classification scheme, while 
three Romanian securities qualified to be included in FTSE Global All Cap Index: Romgaz, 
Banca Transilvania and BRD Group Societe Generale.

Certain aspects still need to be improved: FTSE Russell decided to keep some of the quali-
ty markets criteria as “restricted”, although significant improvements in the local legislation 
have been made to allow stock lending, short selling and off-exchange operations. 

Our view
This upgrade underpins the notable progress made by the Romanian capital market. The 
fundamental objective of the STEAM Project (Set of actions Towards Establishing and Ack-
nowledgement of the emergent Market status), launched by the Financial Supervisory Au-
thority in 2014, has finally been reached.   
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Where did you start your professional 
career?
I am not sure how many people in the 
world can say that they worked throughout 
their entire career in custody like me. To 
find any job after graduation represents a 
real challenge when you live in a country 
like Bosnia and Herzegovina, where job 
opportunities do not come so often. So, af-
ter a couple of unsuccessful applications I 
finally started as a custody associate at 
Raiffeisen Bank in 2008.  

I still remember the nervous beginnings, the 
introduction to corporate culture and to the 
world of capital markets – it all seemed like 
on a spaceship. Today, 11 years on, my 
exciting journey with GSS is still ongoing. 

What do you like about your job? And 
what do you find challenging?
The first thing I would like to mention is the 
diversity of my job. Due to the fact that we 
are a small team, we cover all segments of 
GSS, from clients’ daily inquiries to corpo-
rate actions, taxes etc. Hence, everyday 
work is always different.

Of course, this diversity brings along great 
responsibility and thus it is very important 
to stay concentrated on work at all times. 
There are times when this can be very 
tough and exhausting!    

Moreover, I like our good relationship with 
our clients. I am convinced we have the 
best clients in the world! Besides the pro-
fessional relationship that we entertain, 
you can always have a relaxed talk and 
get to know them better. Occasionally, it 

HAVE YOU MET

may appear difficult to meet all their de-
mands, but at the end of the day, I am very 
proud and happy when we managed to 
fulfil all their expectations. 

The ability to introduce new ideas to the 
team to improve and make business easier 
is something also I am proud of. Having 
said that, I want to mention the support of 
all our colleagues from other GSS network 
banks, from whom we can continuously 
learn something new. It is always inspiring 
to see how bigger and more developed 
markets operate and then try to implement 
things locally. Thanks guys!    

How do you spend your spare time?
I spend most of my free time with my wife 
and my two-year-old son. It is such a joy to 
watch him grow up and have fun with him. 
There are days when I cannot wait to get 
home and play with him. I am stunned 
what quick learners these little ones are. 
When someone steps in to keep an eye on 
him, my wife and I go to concerts or hang 
out with friends. 

Riding on spaceship GSS

Summer is always reserved for the seaside 
and the beautiful island of Hvar. Since coo-
king is my passion, I enjoy searching and 
exploring new recipes from around the 
world. I love the way food brings joy and 
smiles to our life. If there is enough energy 
left before sleep time, a book is always a 
good companion.

What is your favourite place in your city?
If you had asked me this a couple of years 
ago, my answers would have been totally 
different. It is funny how things change 
within a short period. 

So, after work, I spend most of my time in 
playgrounds clambering about swings and 
slides. Although Sarajevo is surrounded 
with Olympic mountains, we like to go to a 
little picnic area called Čavljak where you 
can enjoy in fresh air and beautiful nature. 
I love the fact that you can escape the 
crowds within an only 10 minutes’ drive.  

Boris Miškić, Sales & Relationship Manager at GSS Bosnia & Herzegovina,  
provides an insight into his profession.
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Berlin: Check Point Charlie on 9 November 2014

9 November 2019 will mark the 30th anniversary of the fall of the Berlin Wall and the end of Communism  
in Central and Eastern Europe 
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