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Bosnia and Herzegovina

In the focus of geopolitical interests over 
centuries, Bosnia and Herzegovina has re-
mained a destination of international 
meddling up until today. Its division into 
two national entities, which are barely on 
speaking terms, does not make the situati-
on any easier. With general elections co-
ming up in October, not only the business 
community hopes that future politics will 
lead to more stabilization. 

Clients of Raiffeisen Bank International 
GSS enjoy the privilege of reliably getting 
the whole picture, no matter which of the 
two entities and respective legal framework 
they are acting in their. Our Head of GSS 

in Bosnia and Herzegovina and true mar-
ket veteran, Draženko Bobaš, delivers us a 
comforting example of an established, far-
sighted cultural initiative that brings to-
gether 100,000 people from all different 
places every year: the Sarajevo Film Festival.  

Why not plan a trip to Sarajevo this sum-
mer, to be part of a top-notch event which 
features both glamor and entertainment?  

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

Film experience
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AT A GLANCE

The banking sector of Bosnia and Her-
zegovina (B&H) went through a sizeable 
consolidation process in the period 2015-
2016. The number of banks declined to 23, 
which a record low in the country’s modern 
history is.

The latest reduction of banking brands 
was caused by the liquidation of two small 
players in the Republika Srpska entity and 
the consolidation of four smaller privately-
owned banks in the Federation of Bosnia 
and Herzegovina. Privredna and BOR ban-
ka merged into Privredna banka, followed 
by Moja banka and IK banka merging into 
ASA banka. 

In 2017 the consolidation process came 
to a halt, with the overall banking sector 
experiencing a year of stability. Levels of 
capitalization and liquidity increased, NPL 
levels retreated and the growth of assets, 
loans and profitability speeded up. The net 
profit of B&H banks at the end of the third 
quarter 2017 amounted to BAM 318.4 mn, 
thus marking an increase by 48% compa-
red to same period in the year before. Out 
of 23 banks only two small lenders repor-
ted a negative bottom line result. Net pro-
fit was dominantly driven by accelerating 
credit dynamics (6.5% yoy as of Novem-
ber 2017), equally supported by both key 
segments, retail and corporate.

Moreover, 2017 was colored by a sound 
improvement in NPLs statistics. The total le-
vel of NPLs declined to 10.8% as of Q3 

2017 – the lowest mark since 2010. All 
in all, despite a not too strong economic 
and market environment, the banking sec-
tor of B&H remained stable and supportive 
to the entire economy. In the forthcoming 
period, we expect a slight acceleration in 
economic dynamics driven by private con-
sumption and exports, which should result 
in higher loan growth rates, while deposits 
in the banking sector are also expected to 
remain in the robust growth pattern repor-
ted over the past four years. 

The banking sector will keep its focus on 
further cleaning up balance sheets from 
NPLs, while an additional consolidation 
of the banking sector via M&A activities is 
less likely in the current year. Given that 
2018 is a year of general elections, we 
will definitely see political turmoil and 
disagreements, a slowed down reform 
process and rising political temperature. 
Luckily the banking sector proved to be 
quite resilient to any political turbulences 
or crises throughout the outgoing period, 

 

BOSNIA AND HERZEGOVINA 
Moderate economic recovery  
overshadowed by political  
developments 
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however, political campaigns are for sure 
one of the key obstacles for a more visible 
revival of banking sector dynamics and im-
proving risk perception.

Expanding economy 
2017 was another year in which B&H 
failed to exploit its considerable economic 
potential, missing public investments in the 
energy and infrastructure sectors due to 
political dissent over crucial reforms. Most 
importantly, the Law on Excise which was a 
precondition to withdraw loans from inter-
national creditors was not passed. 

Nevertheless, driven by exports and priva-
te consumption, real economic growth may 
reach something close to 3% yoy in 2017, 
which is equal to the growth reported in the 
past two years. In 2018 we believe that the 
B&H economy should again achieve a real 
expansion of around 3% yoy, driven again 
mostly by exports of goods and services 

(8% yoy) and partially by gross fixed capi-
tal formation (8% yoy). 

Inflation is expected to reach healthier 
levels of 1.8% yoy on average in 2018, 
mostly thanks to supply side factors such 
as higher import prices of oil, food and 
beverages and increased transport pri-
ces. The unemployment rate is expected to 
further decline to 18%, mainly as a result 
of a shrinking labor force and a “brain 
drain” phenomena visible in the past two 
years, rather than more distinct economic 
dynamics. Improved private consumption 
(driven by recovery in credit growth and 
a record inflow of remittances) should push 
the imports of goods and services up to 6% 
yoy while we also expect the C/A deficit 
to widen up to 5.9% of GDP in 2018. We 
also foresee a gradual improvement in FDI 
of up to 2.7% in 2018 but which is still 
well below the pre-crisis levels (i.e., before 
2009). 

Election year
As for the fiscal stability of the country we 
have to bear in mind that political players 
have already started their pre-election cam-
paigns, re-orienting their attention toward 
measures that tend to be populist. There-
fore, the chances to have the full IMF pro-
gram in place in 2018 appears unrealistic, 
even though we expect the second tranche 
to be approved in the first quarter (based 
on the latest political developments), which 
will unlock the funds allocated for the Cor-
ridor VC construction.  

Even without the IMF, 2018 budgets should 
be viable and stable as the ministries will 
most probably again turn more to the local 
debt market. However, this alternative way 
of financing will work only for a short pe-
riod of time as the market is still shallow, 
dominated mostly by local banks. In 2019, 
after the elections, we believe the IMF will 
remain the only serious alternative source 
of financing.

All in all, for the years ahead we expect 
improved economic performance with the 
main risk – but at the same time the main 
opportunity – for our baseline scenario 
emerging from political stability and the 
outcome of the general elections in Octo-
ber 2018. 

Draženko Bobaš
Head of GSS Bosnia and Herzegovina 
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TALKING POINT

Mr. Klincov, how well is the investment 
funds sector in the Republic of Srpska 
developed?
The sector has been developing since 2002 
when the privatization process supported 
the establishment of dedicated investment 
funds. The Investment Funds Law has been 
amended several times since then; conse-
quently, the investment funds have changed 
their structure.  

What is the size of Kristal Invest?
The total assets value of the funds under 
the company’s management stands at EUR 
77mn, which represents 60.4% of the enti-
re investment fund sector of the Republika 
Srpska.  
  
How do the latest amendments to the 
Investment Funds Law influence your 
business case?
The recent changes have urged the trans-
formation of closed-end investment funds 
into open-end investment funds. Kristal In-
vest in Banja Luka has been a pioneer in 
terms of the necessary transformation. The 
completion of the restructuring is projected 
for 2018.  

The first phase of the transformation im-
plied the transfer of 89% of fund assets 
to the Open-end Share Fund Opportunity 
Fund. Moreover, we transferred 97% of 
the assets of Zepter Fond to the Open-end 
Mixed Investment Fund Future Fund and 
the Open-end Mixed Investment Fund Ma-
ximus Fund, respectively.

Is there still growth potential for the 
industry?
It is hard to precisely assess the growth 
potential of the sector at the moment, as 

we have no insight into the progress of 
other funds which have not yet entered the 
transformation process.
  
When it comes to the funds we manage, 
in addition to transferring the assets into 
open-end investment funds, we plan to 
take actions in terms of portfolio restructu-
ring, thus preserving and potentially incre-
asing the funds’ assets value as defined by 
their prospectuses. 

We are sure that our measures will be ack-
nowledged by both foreign and local in-
vestors. The results will certainly be visible 
for the public through our web site. 

You are the first Investment Fund Ma-
nagement Company to comply with the 
regulations although you have opened up 
your two funds only last year. How is the 
whole process going?
The transformation itself is not simple as 
neither we nor other directly involved pro-
cess participants have had any transforma-
tion experience to refer to.  

Thus, we are satisfied about the results we 
have achieved in the first stage and the ef-
ficiency in transferring the assets. To sum it 
up, the effort has been fruitful as it ensured 
growth in both market share and unit trade 
volume, which has been welcomed by our 
investors. 

Which advantages do open-end funds 
bring for existing and potential investors?
Unit holders benefitted from the transforma-
tion as they have become holders of units in 
open-end funds with healthy assets. Moreo-
ver, the units may be sold through the com-
pany at their net value, which is higher than 
the comparable market value for shares.  
  

What would it take to move the sector 
forward?
Deposits of B&H citizens make 57.6% of 
the total deposits held with commercial 
banks. Due to their constant rise in 2017 
they have reached a record value of EUR 
5.6 bn. In the light of low interest rates to 
deposits, it is reasonable to assume that 
a continuous portfolio restructure, stirring 
growth of the value of investment funds, 
would motivate citizens to invest their free 
funds in other assets that may generate a 
higher yield. 

Other factors relevant for the industry’s 
development include cooperation with 
authorities in terms of regulation develop-
ment, protection of small shareholders, tax 
and other relieves of security investments.  
Moreover, it is necessary to constantly 
promote our products, their role and re-
levance for an overall economic growth. 

A growing business  
GSS Press met Goran Klincov, Executive Director of Kristal Invest, the largest investment fund management company  
in the Republic of Srpska. 
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MARKET ROUNDUP

Spotlight news

BG: Bulgarian EU Presidency 
Bulgaria’s 6-month rotating Presi-
dency of the EU Council officially 
started on 11 Jan. Over the next 
six months Bulgaria hopes to put 
forward some of its strategic priori-
ties on the political agenda, among 
them joining the euro currency area 
and the Schengen free-travel zone. 
Bulgaria also hopes to advance the 
cause of the six neighbouring wes-
tern Balkan countries to attain an 
individual action plan to achieve EU 
membership. 

BULGARIABiliana Stefanova, Head of GSS Bulgaria

BSE to comply with MiFID II & MiFIR requirements 
 

Further to the new MiFIDII/MiFIR and the respective EU regulations, the Bul-
garian Stock Exchange (BSE) implemented changes to its daily transaction 
report as of 3 January. Three new codes were added to the current report:

•  LEI-codes of the counterparties; 
• Customer identification code, if the order is on behalf of a client; 
•  Identification code of the person or algorithm responsible for the  

investment decision if the latter is taken by a member of the Exchange.

Our view 
Investors will benefit from the increased transparency and efficiency of the regulated 
market.      

Amended Social Insurance Code 
 
The Bulgarian Parliament recently adopted changes to the Social Insurance Code with the 
aim to improve the corporate governance of pension insurance companies, as well as to 
strengthen the supervision of the non-banking financial sector. The changes are based on 
the results of the asset quality review of the pension insurance companies conducted in 
2017 and on the requirements of the National Reform Program within the Europe 2020 
Strategy. 

The amendments introduce specific requirements related to custodian banks, which will 
enter into force as of 18 November. The main changes include:

•  Custodian banks are required to verify the valuation of assets as performed by the 
supplementary pension funds on a quarterly basis. Should the findings establish failu-
re to comply with the regulatory requirements, the custodian bank is obliged to notify 
the Financial Supervision Commission (FSC) and the pension insurance company.

 •  The custodian bank shall be liable to the pension insurance company and the insured 
persons for all damages which are a proven to be a direct and immediate conse-
quence of non-performance of its custodial obligations.

•  The custodian bank shall not act on payment instructions of the pension fund where 
such instructions are contrary to the Social Insurance Code, the rules of the insurance 
fund and the fund’s investment policy.

In addition, the amendments provide for the diversification of the pension insurance 
fund’s portfolio by allowing the funds to invest in additional financial instruments, i.e. 
debt securities issued or guaranteed by International Financial Institutions, shares and 
bonds acquired at an FSC approved IPO and shares or units of alternative investment 
funds. The pension insurance funds are prohibited to invest in financial instruments  
issued by related parties, including banks and other entities of the same group.
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MARKET ROUNDUP

Spotlight news

BG: CDAD to participate in ESROT 
Further to the recent start of trading 
in local government debt on the re-
gulated market as of 31 October 
2017, the Central Depository AD 
(CDAD) performed integrated tes-
ting with the aim to establish its tech-
nical readiness to participate in ES-
ROT, the Bulgarian National Bank’s 
electronic system for settlement 
and administration of Government 
bonds, and the degree of integrati-
on of the systems used by the Bulga-
rian Stock Exchange, the CDAD and 
the Bulgarian National Bank. 

The tests were conducted in compli-
ance with pre-determined scenarios 
in early January. Corporate action 
notifications (SWIFT MT564) rela-
ted to Government bonds were also 
exchanged between ESROT and 
CDAD systems.

New Capital Market Act in Montenegro

A new Capital Market Act came into force as per 2018. One of 
the basic goals was to further align with the legal framework of 
the EU Directives in this area, laying out the future direction of 
financial market development in Montenegro, its improvement 
and integration with the financial markets in the region.

The most significant changes in the capital market are:
• A more comprehensive definition of a financial instrument;

•  Introducing new markets through the creation of new trading platforms (multilateral 
trading platforms and extranet trading);

•  A significant increase in standards of service delivery and protection of investors 
through a more detailed definition of rights and obligations in terms of:
- customer categorization;
- execution of client orders;
- transparency before trade;
- post-trading transparency;
- best transaction execution.

The law regulates clearing and settlement activities as well as investor protection: 
•  clearing, settlement and registration of securities through securities provisions concer-

ning the creation and transfer of rights from financial instruments in compliance with 
the IOSCO recommendations;

•  activity and organization of the Central Register of Securities, clearing and settlement 
obligations, as well as the transfer of rights from securities and the subscription of 
third party rights;

•  conditions for membership in the Central Registry, as well as the obligations and rights 
of members of the Central Registry;

•  obligation to establish a market Guarantee Fund, provided the prior consent from the 
Commission. The Fund protects investors whose assets or financial instruments are 
exposed to the risk of bankruptcy or other impossibility of fulfilling obligations of in-
vestment company, authorized credit institutions or management companies that offer 
custody and holding of financial instruments and cash services.

The law defines the finality of settlement in the securities settlement system and conse-
quences of the procedure in case of insolvency of a participant in the settlement system. 
It clarifies the rights and obligations arising from participation or in connection with the 
participation in the system as well as the right of the recipient of instrument insurance in 
the case of insolvency proceedings.

Our view
The solutions adopted by the new Law are aimed at creating an integrated financial market, 
in which investors are effectively protected, while the efficiency and uniqueness of the market 
are preserved.

Ana Jaklin Regional Relationship Manager MONTENEGRO
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Spotlight news

RO: BSE has a new Chairman 
The Board of Governors of the 
Bucharest Stock Exchange has ap-
proved the appointment of Adrian 
Tanase as the new Chairman. His 
4-year-mandate started on 23 Janu-
ary upon approval of the Financial 
Supervisory Authority.

This appointment put an end to a 
period of uncertainty after Ludwik 
Sobolewski’s resignation from the 
BSE’s CEO position in October last 
year.

ROMANIAAndrei Mezdrea, Head of GSS Romania

Changes to the CSD Code 

In line with CESR-ESCB recommendations, the Financial Supervi-
sory Authority (FSA) has approved the new amendments of Depo-
zitarul Central’s (DC) Rulebook. The most important modifications 
are as follows:

• Introduction of additional reporting obligations of CSD partici-
pants regarding operational risk management requirements (e.g. 
a new procedure for daily reconciliation, asset audit policies); 

•  Participants will be able to open a secondary cash settlement account with another 
clearing participant, which will be used as backup if clearing partners (the settlement 
bank) fail to respect their obligations;

•  DC sets forth the measures regarding the postponement of the transactions settled on 
net or gross basis, to be applied in case of a force-majeur event;

•  New provisions regarding the custodian agent who takes over entirely, or up to certain 
limits, the settlement obligations of another CSD participant;

•  Bilateral revocation and transaction correction will be permitted for allocation (broker to 
custodian) and OTC transactions;

•  The parties will be obliged to confirm each other the OTC and allocations transactions 
at trade date;

•  Participants will be allowed to open global securities accounts in their books in the 
names of other authorized entities. The participant has the obligation to collect the data 
and disclose beneficial owner’ positions held under such global accounts regularly and 
upon DC’s request;

•  The transfer of financial instruments between two participants will be allowed based 
on a FoP instruction. (Currently the portfolio transfers are executed via DC’s Section 1, 
meaning that for each transfer, individual accounts at the CSD level shall be created);

• Clarifications regarding the conversion of depositary certificates (DRs);
 Participant’s responsibility for operational errors;
  Responsibility of the DR issuer of the deposit certificates to announce corporate events 

regarding the underlying shares processed by DC;

Our view
The new rules will simplify the operational framework. On the other side, the lives of the 
local providers will be more complicated, as new checks and reports will imply additional 
resource allocation. 



GSS Press | February 2018 8

MARKET ROUNDUP

E-voting at KDPW

KDPW’s e-voting functionality project, based on blockchain 
technology, commenced in the first quarter of 2017 with re-
search on the technology and consultations on its possible use. 
Since then KDPW has undergone months of intensive work on, 
among others, the direction of the project, the selection of the 
system provider and fine-tuning of the terms and conditions of 
their cooperation, and the design of the sandbox and the final 
infrastructure. 

The outcome of last year’s work was presented during a workshop for market parti-
cipants organized by KDPW in early January. Participants could test the prototype, 
casting their votes at a virtual shareholder meeting. 

The evolution of the solutions is still at early stages. For the sake of building a prototype, 
quite a few simplifications were adopted. For instance, the product currently does not 
take into account the voting rights attached to securities recorded in omnibus accounts, 
acting on the basis of power of attorney (PoA), nor does it allow split-voting.

The next steps will be to evaluate the prototype, draw conclusions and prepare a final 
report on the pilot phase to-date. Subsequently, KDPW is to issue a market consultation, 
explore in detail any potential legal and regulatory barriers and conduct profitability 
and business model analysis. 

The possible phases that may result from the above, as presented in the workshop, are 
either running a pilot solution in the production environment together with interested 
participants, commencement of a production project without running a pilot in produc-
tion or building an infrastructure of the network with a view to support a further usage 
case.   

Our view
No matter what phase of development project is in at the moment, this is a significant and 
revolutionary step towards the future. Apart from the greater efficiency for all parties invol-
ved in the process, there are other countless benefits of such a solution. 
From the issuers’ perspective, an online functionality would provide, among others, a broa-
der access to shareholders leading to their larger involvement, an increased attractiveness 
in the eyes of potential investors, and the possibility to use advanced IT solutions even for 
smaller companies. When it comes to the investors’ point of view, this development will bring 
a convenient opportunity to participate in GMs to all with an ability to access the up-to-date 
documentation, to remotely cast (and change if needed) their votes online, and to observe 
the course of the meeting online. 
On the custodians’ side, it will add an attractive product, which at the same time is expected 
to reduce the costs associated with customer services and bureaucracy.  
We keep our fingers crossed for a fruitful cooperation and swift application of these new 
solutions in the market. 

Anna Lewczuk Sales & Relationship Manager, GSS Poland POLAND
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News from the Zagreb Stock Exchange

In the past few months Zagreb Stock Exchange (ZSE) has wide-
ned its range of services and went through several significant 
changes. 

Zagreb Stock Exchange LEI service has been fully accredited 
as a Local Operating Unit authorized to issue Legal Entity Iden-
tifiers (LEIs) by the Global Legal Entity Identifier Foundation 
(GLEIF), which has replaced the recognition of by the LEI ROC 

(Regulatory Oversight Committee) of April 2015.

The Zagreb Stock Exchange is now authorized to issue LEIs to legal entities registered in 
11 countries of the region and now manages over 600 LEIs of legal entities registered 
in 9 countries and the number is continuously increasing.

It was the first organization in Croatia as well as in the region to provide this service of 
great importance for global financial stability and thereby contribute to the safety and 
efficiency of financial activities that take place at local and global levels.

Apart from being authorized to issue LEI numbers, and by following the establishment 
of the appropriate legal framework for providing the respective service, in December 
2017 the Zagreb Stock Exchange has initiated the process of obtaining a license to 
acquire APA status. The result was already visible in January, when ZSE was approved 
as APA (Approved Publication Arrangement) by the Croatian Financial Services Super-
visory Agency. 

Under MiFID II, investment firms trading OTC, including systematic internalizers, are 
required to make public certain transaction information through APA. Also, article 20 of 
MiFIR states that, "investment firms which, either on own account or on behalf of clients, 
conclude transactions in shares, depositary receipts, ETFs, certificates and other similar 
financial instruments traded on a trading venue, shall make public the volume and price 
of those transactions and the time at which they were concluded. That information shall 
be made public through an APA".

A similar obligation is prespribed by article 21 of MiFIR on investment firms in relation 
to bonds, structured finance products, emission allowances and derivatives traded on 
a trading venue.

Our view
New functionalities are aligned with the EU directives and will presumably have a positive 
impact on Croatian capital market due to lowering settlement risk and transaction costs.

Mensur Hodžic, Head of GSS Croatia CROATIA
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Founded in 1995, the Sarajevo Film Festi-
val attracts international and local celebri-
ties every year in August. It showcases an 
extensive variety of feature and short films 
from around the world.

The first Sarajevo Film Festival was held 
from 25 October to 5 November 1995, at 
a time when the siege of Sarajevo was still 
going on, and attendance projections were 
very low. However, a surprising 15,000 
people turned up to see the films, of which 
there were 37 from 15 different countries. 
The festival grew at a remarkable pace into 
the predominant film festival in South-East 
Europe, bringing more than 100,000 visi-
tors to the capital annually and screening 
hundreds of films from 60 countries.

Raiffeisen Bank and Sarajevo Film Festival 
– a sustainable friendship
Raiffeisen Bank Bosnia and Herzegovina 
has been supporting the Sarajevo Film Fes-
tival since its very beginning as it recog-
nized the project for its clear vision, goal 
and strategy. What makes this co-operation 
special is not only the sponsorship concept, 
but also the nice stories and anecdotes 
around the friendship between Bank and 
Festival over more than two decades. Over 
time, both the Bank and the Festival have 
grown side by side, developing into recog-
nized brands and reputed institutions.  

Sarajevo Film Festival 
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Peles Castle

In parallel with the Festival growing to be-
come an international meeting point for mo-
vie-lovers, Raiffeisen Bank during its 25-year 
long presence in Bosnia and Herzegovina 
has become a recognized financial instituti-
on, enjoying the trust of over 450,000 cus-
tomers. 

In its role as the main sponsor, the Bank arran-
ges well-attended side events every year. Last 
summer, for example, guests at the Raiffeisen 
pavilion at the National Theatre Square were 
offered to activate a Viber-based Raiffeisen 
banking service and could win surprise gifts 
or cinema tickets. It goes without saying that 
for the convenience of visitors and tourists we 
the extend business hours of our downtown 
branches during the Festival.

A major society event is the annual Raiffeisen 
Bank reception, which takes place at attrac-
tive city locations and has already hosted 
celebrities like Mickey Rourke, Morgan Free-
man and Oliver Stone (pictured left).

The annual “Best photograph of the Festival 
award” is another joint initiative of Raiffeisen 
Bank and the Sarajevo Film Festival. All visi-
tors are invited to record the best moment on 
the red carpet or to capture special impres-
sions depicting the atmosphere. The winner 
receives a valuable gift from the Bank.

On top of that, the most attended cinema 
location has been renamed into Raiffeisen 
Open Air Cinema last year. More than 
3,000 movie-lovers frequent this open-air 
stage in downtown Sarajevo on pleasant 
summer nights.

Draženko Bobaš
Head of GSS Bosnia and Herzegovina

Raiffeisen Bank is proud to be part of projects which successfully contribute to 
the development of the community and promote positive values, both locally 
and regionally. By supporting the Festival, we are able to indirectly push the 
development of the local film industry.

THE 2017 SARAJEVO FILM FESTIVAL IN NUMBERS:

235 FILMS FROM 54 COUNTRIES
18 PROGRAMS
363 EMPLOYEES
250 VOLUNTEERS
MORE THAN 1,300 OFFICIAL GUESTS
MORE THAN 700 MEDIA REPRESENTATIVES FROM 26 COUNTRIES
MORE THAN 100,000 VISITORS

Save the date for the 24th Sarajevo Film Festival: 10-17 August 2018.
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PHOTO OF THE MONTH 
by Attila Szalay-Berzeviczy
 

North Korean cheerleaders attend the Men's 1500m Short Track Speed Skating final on day one of the  
PyeongChang 2018 Winter Olympic Games.

10 February - Gangneung / South Korea
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