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Bulgaria

Until recently, the capital markets were not 
known for pursuing higher aims. But invest-
ment policies have changed and the buy-
side pushes for sustainability standards 
– and market players gladly respond. Look 
at Bulgaria: Would you ever have expected 
a bourse to induce an economy’s transfor-
mation towards climate protection?  

The Bulgarian Stock Exchange founded a 
Green Centre that strives to establish itself 
as a think-tank for policies in sustainable 
finance and energy, as well as to lead the 
public debate on these topics in Bulgaria. Its 
CEO, Manyu Moravenov, set out these ambi-
tious plans for GIS Press. In fact, he had a lot 
to tell, for example about successful capital 
market transactions.

Vasil Golemanski, CEO of the Bulgarian 
CDAD, portrayed his organization’s early 
adoption of electronic solutions, which are 

designed to serve issuers and investors as 
well as custodians. With the adoption of the 
euro as Bulgaria’s future currency in sight, 
this market will certainly enjoy greater visi-
bility. 

Having signed the UN Principles for Res-
ponsible Banking earlier this year, Raiffei-
sen Bank International is operating under a 
new, much stricter regime, which influences 
our daily business conduct. Valerie Brunner, 
Group Head of Institutional Clients at RBI, 
described the application of ESG principles 
(including their consequences) in her talk 
with GIS Press. She did not forget to menti-
on the important role of GIS when it comes 
to turning yellow green.    

Kind regards,
Bettina Janoschek
Head of Global Investor Services Sales,  
RM & Market Intelligence

Green-conscious finance
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Maybe in 2024?
From a technical perspective we see euro 
introduction feasible in 2024 – in a best-
case scenario. However, entry into the euro 
area (incl. the euro area “waiting room” 
ERM-II) has become more challenging and 
demanding in recent years. This is due to 
the simultaneous entry into the ECB-regu-
lated “Banking Union” as well as an increa-
sing linkage of the euro area entry to deep 
institutional reforms. Therefore, we see 
euro area accession as a key element to 
anchor Bulgaria even more deeply into the 
European political and economic integrati-
on, while the final euro area entry date is 
possibly less of relevance than the institu-
tional improvements that go hand in hand 
with this process. 

Bulgaria applied for joining the EU Banking 
Union in 2018, which was a pre-condition 
for entering the ERM II. Accordingly, Bul-
garia started close cooperation with the 
ECB, adopting a series of amendments in 
national legislation, making it compatible 
with ECB/euro area regulations. Further-
more, an Asset Quality Review (AQR) and 
stress tests of six large banks (three lo-
cally- and three EU-owned) was carried 
out finishing with a positive outcome. 
AQR results showed that four of the ins-
titutions were  well capitalized while the 
remaining two were given prescriptions 
for strengthening their capital positions. 

Inconvenient timing
Bulgaria's accession to the Banking Union 
and ERM II finally took place in 2020. How-
ever, this move came at an inopportune 
moment of spreading Covid-19 pande-
mic and widespread strikes against the 
government, the chief prosecutor and the 
political establishment. In fact, this stra-
tegically significant decision sank into the 
fear of the pandemic and the noise of the 
street. Up to now euro area entry has not 
become a central (foreign) policy topic. 

In order to usher society in this direction, 
the government is preparing a national 
euro adoption plan, which will describe 
in detail the activities to be undertaken 

The average waiting time between 
EU membership and Euro area entry 
stands at around 7-8 years, with a mi-
nimum of 3-5 years (Slovenia, Slovakia) 
and a maximum of 10-11 years in the 
case of Latvia and Lithuania. The Bul-
garian euro entry saga has been las-
ting 14 years already.

Bulgaria joined the EU back in 2007 with 
a currency board arrangement and fixed 
exchange rate vs. the EUR. The currency 
board had been in place since 1999 and 
therefore, the economy had been already 
highly euroized for decades. 

Due to this tight connection, Bulgaria has 
de facto been taking all euro risks for 
more than 20 years, without being able to 
fully participate in the euro area’s bene-
fits (e.g., lender of last resort, low rates, 
etc.), while practically fulfilling most Euro 
area entry criteria stipulated in relevant 
EU legal frameworks. 

  

BULGARIA 
Moving forward  
on the long road  
to the euro
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by the authorities and businesses for a 
successful euro area entry. According to 
the plan, Bulgarian authorities expect to 
join the euro area in 2024, and the main 
deliverables to achieve this goal are rela-
ted to the implementation of the reform 
commitments related to the ERM II acces-
sion. The implementation of the nominal 
convergence criteria (the so-called Maas-
tricht criteria) and measures to address 
the discrepancies identified in the Con-
vergence Reports of the ECB and the EC 
for 2020 will be also important aspect of 
preparatory activities. 

Proven stability
From a longer-term perspective, we see 
Bulgaria well prepared to be a successful 
euro area member. As a non-member of 
the euro area, the country managed to 
meet the challenges of the global finan-
cial crisis and the collapse of the fourth 
largest lender, KTB, in 2014 on its own. 

The core advantage of entering the euro 
area (leaving short-term political gains 
aside) would be the reduction of the na-
tional currency (tail) risk (i.e., peg-break). 
Destabilizing pressure scenarios (incl. hy-
brid ones) on the currency board, would 
be eliminated. Moreover, we expect lower 
transaction costs, greater international/
regional authority, a positive signal to 
foreign investors, stronger EU influence, 
a lender of last resort appears (the ECB), 
local inflation risk disappearing, stricter 
control over and higher degree of trans-
parency of the local banking sector, stron-
ger protection of depositors respectively 
of banks in case of need for restructuring, 
and an impulse for reforms to achieve a 
higher degree of convergence.

The main risks are a speculative price in-
crease when converting them from BGN 
to EUR, a faster equalization of prices with 
those in the euro area and potentials for 

internal dissatisfaction – instrumentalizi-
ng the euro as cause of all failures in the 
national economy and economic policy "if 
it were not for the euro, we would…". 

On a macro-economic level, one might 
say that Bulgaria has proven a similar 
stability orientation and adjustment ca-
pabilities under a fixed exchange rate 
like its Baltic peers. The latter are all euro 
area members as of today.

Gunter Deuber
Head of Raiffeisen Research,  
Raiffeisen Bank International

Emil Kalchev
Head of Research,  

Raiffeisenbank (Bulgaria)
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This is more than just a headline!
Valerie Brunner, Group Head of Institutional Clients at RBI, in her talk with GIS describes the huge effort to prepare for the role 
of a pioneer in climate protection and ESG transformation. 

Ms. Brunner, you are known as a passi-
onate advocate for Environmental, So-
cial and Corporate Governance. How 
can a financial institution of the size 
of RBI adjust itself towards sustaina-
ble development goals?
The Board of RBI decided to take a com-
prehensive approach by adopting the ESG 
goals into their strategic goals for the Bank 
as whole. While there had been many indi-
vidual initiatives in different corners of our 
large organization, the vision to become a 
pioneer in ESG-related topics has now fully 
been embraced by our top management. 
This may sound like an easy exercise, but it 
was not at all! 

I am very proud that in January RBI beca-
me an official Signatory of the UN Prin-
ciples for Responsible Banking and that 
we were the first bank in Austria to do so. 
Banks that comply with these principles 
operate under a framework that goes way 
beyond traditional regulation.

This charter, consisting of elaborate gui-
delines and medium-term goals, comes 
with a huge amount of various working 
streams, all to be integrated in the banks 
processes from the business lines, to Fi-
nancial reporting and Risk Management. 
At the moment we are re-evaluating all 
necessary steps, so that we can well prio-
ritize what will still need to be undertaken 
by our organization, so that we can confi-
dently claim that we are well on track for 
our role as ESG pioneer in Central and Eas-
tern Europe.  

The pleasant side-effect of this extra ef-
fort is a newly written purpose statement, 
which is most appealing to our staff. Our 

hopes regarding the acceptance of this 
new aspect in the vision for the Bank were 
high but the reality exceeded our projec-
tions by far. In fact, this process has mobi-
lized unexpected energies, maybe because 
these aspects are of relevance outside the 
Bank as well.   

How do the activities of subsidiaries 
like Raiffeisen Centrobank and Raiff-
eisen Capital Management come into 
play here?
Our Markets area is blessed to have these 
two forward-looking entities that signed 
the UN Principles of Responsible Invest-
ments already years ago. They started 
creating ESG-compliant investment funds 
and structured products early enough so 
that they can respond to the massive de-
mand that we have been observing lately. 
Over a medium-term, Raiffeisen Capital 
Management intends to be managing the 
entire range of funds according to ESG cri-
teria.

GIS is supporting sustainability goals 
with its GIG platform that is also open 
to clients. 
The Global Investor Gate platform is a fan-
tastic asset. It allows asset managers to 
keep track of their assets’ ESG compliance 
and supports their own transparency re-
porting obligations. But the GIS tool is so 
advanced that it can do more than that. By 
simulating the effects of potential adjust-
ments in the portfolio it can assist invest-
ment managers in improving their score 
and filter investment funds according to 
their green flag.

It goes without saying that we created this 
ESG scoring system in-house. Where else 

would we find the experts with such deep 
analytical skills?

How does this new approach translate 
into the Bank’s decision-making pro-
cess? In other words: Do you find your-
self saying “we are sorry” to business 
opportunities more often than before?
Well, I guess that’s one of the logical con-
sequences of operating with a stricter ru-
lebook. While our standards were already 
rather high in the past, we are now taking 
reputation and trust by our clients in RBI’s 
ESG commitment into account as well. Our 
aspiration to pursue only good business 
opportunities puts us in a pioneering role, 
particularly in Central and Eastern Europe, 
but we want to be certain that each credit 
decision fits our ESG matrix.

Do you have the impression that RBI’s 
corporate clients are on the same 
page when it comes to submitting 
business strategies to ESG rationale?
As a matter of fact, it has turned out that 
we match with our large corporate clients 
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in Austria, often stock exchange-listed 
companies, many of which follow a similar 
mission. By the way, they appreciate our 
ESG scoring system a lot because it sup-
ports their self-assessment.  

Moreover, new opportunities emerge as 
well. Just think of the huge and actively 
growing market of renewable energy. 
Corporates have adopted new policies 
here as well.

And the banks?
Banks in the western hemisphere tend to 
be equally ESG-minded and will regard hig-
her standards as a quality feature. Further 
to the east, the pressure on banks in this 
respect is less developed. But it will even-
tually come, and I see a lot of potential for 
RBI to advise banks who want to level up 
their standards in time.   

From a global perspective, has the 
pandemic been detrimental to ESG 
commitments? Is the coronavirus can-
nibalizing climate protection and soci-
al justice?
Not at all! In my view the opposite is true, 
looking at the unprecedented level of co-
operation at a global scale that the co-
ronavirus has triggered. We are now ob-
serving that societies can work together 
when it comes to tackling larger issues. 

Just take the common sense on lockdown 
policies. Never would I have imagined our 
business without travelling. None of us has 
set a foot on a plane for a year – and we 
are still there! And so are the economies in 
which we are operating. 

In light of the fight against the virus, clima-
te protection may not have progressed as 
fast as expected, but the principles have 
not changed.  

How has RBI adapted its ways of client 
servicing under the Covid-19 restric-
tions? 
Let me take GIS as an example as it is an 
important cornerstone of our product of-
fering. Our clients were impressed at how 
seamlessly the business continued to run 
also during times of 100% remote work. Not 
even the steep rise in transactions posed 
any problems. The colleagues at GIS under-
stood that they needed to stay in contact 
with their clients more intensely than ever 
before. As a result of passing this long-term 
de-facto continuity test and proving our 
resilience even under spectacular circum-
stances, we gained new business.  

Other departments made similar expe-
riences. Product sales and relationship 
managers in all areas were constantly 
available and assured clients that their 

main business partner is in good shape, 
thus successfully mitigating concerns and 
doubts.

Not only became video tools a widely ac-
cepted means of communications, we also 
have become much more efficient in put-
ting the right people on one call. While in 
the past it was next to impossible to have 
the whole range from trade finance to re-
search and credit risk to compliance in one 
meeting, all of a sudden, we can bring all 
the required specialists to the client in one 
shot. This way we provide a much more 
complete picture of who we are and what 
we can deliver.       

You have been in charge of the full 
range of institutional clients at RBI for 
nearly two years now. Has this orga-
nizational split into client relations vs. 
service management vs. product res-
ponsibilities been a game changer in 
terms of service quality?
I can wholeheartedly agree. Our expert 
teams masterfully adopted this concept, 
showing their determination to further im-
proving the processes and raising the level 
of service quality.  

This split increased our face time with our 
clients immensely. Relieving relationship 
managers from administrative tasks and 
leaving only very client-specific compli-
ance and risk management duties within 
our client coverage team, opened unex-
pected new possibilities to significantly 
increase the number of touchpoints with 
our clients. Even more so, client interac-
tions today are structured and tailored to 
the situation. Our clients tell us that they 
appreciate receiving our prepared mate-
rial including valuable data analysis well 
ahead of the meetings. 

Our results indicate that we are on the 
right way. A closer look on 2020 shows that 
we boosted our business in the institutio-
nal client sector, also thanks to an increa-
sed number in clients.   
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Mr. Golemanski, already in 2018, the 
Central Depository acquired a licen-
se certifying that the Depository is 
compliant with the EU Regulation on 
improving securities settlement in 
the European Union and on central se-
curities depositories. At the time, the 
CDAD was one out of only five institu-
tions in the EU to hold such a license. 
How did you manage to achieve that?  
We submitted all necessary documents 
in accordance with the requirements to 
acquire the license. Many of the existing 
rules and procedures were updated and 
adapted. The Rules of Procedure of the 
Central Depository were adjusted and 
the Law on Public Offering of Securities 
and Ordinance Nr. 8 on the requirements 
for the activities of central securities de-
positories was amended. Moreover, the 
central register of securities and other 
persons carrying out activities related to 
the settlement of securities was introdu-
ced. The User Committee at the Central 
Depository is fully operating, and additi-
onal functions within the CSD have been 
established. 

In essence, the new requirements demand 
all European depositories to provide im-
proved services, since they are now ope-
rating in a new, competitive environment.

We at GIS observed the great efforts 
of the CSD team realizing the well-ti-
med introduction of the new electronic 
platform for submitting corporate ac-
tions information in ISO20022 format. 
Are you considering any other initiati-
ves for improving communication bet-
ween the issuers and shareholders? 

The Central Depository is always open for 
discussion! Any constructive ideas regar-
ding to the improvement of the communi-
cation between issuers and shareholders 
are welcome. The latest functionalities 
introduced by the Central Depository are 
related to the implementation of the Law 
on Public Offering of Securities, which in-
troduced the requirements of Directive 
(EU) 2017/828 as regards the encourage-
ment of long-term shareholder engage-
ment and the applicable regulation.

Embracing digitization, the Central 
Depository offers the bilingual EPOS 
platform that facilitates issuers to 
conduct general meetings with online 
participation and voting. Why, in your 
view, are most local issuers still reluc-
tant do utilize this innovative solution, 
especially during a pandemic? 
When the first Covid-19 lockdown was im-
posed in March last year, the Central De-
pository called on issuers to use our new 
Electronic Platform for General Meetings, 
EPOS. We believe that in a state of emer-
gency, in which the Bulgarian business is 
still operating, EPOS is the most approp-
riate means to hold a general meeting. It 
complies with all the requirements of Bul-
garian law, meets European standards for 
holding general meetings, but most im-
portantly, it supports issuers who do not 
wish to postpone events or disrupt their 
corporate calendar. 

The interest in the EPOS platform may still 
not be where we would like it to be, but we 
are convinced that it will eventually grow. 
It makes us confident that in the extraor-
dinary year 2020, the Bulgarian-American 

A whole new level
After having pioneered the European CSD scene in terms of licencing, the Bulgarian Central Depository (CDAD) is now 
on a digitization course. Vasil Golemanski, Member of the Board of Directors and CEO of the CDAD,  laid out the cur-
rent initiatives for GIS Press. 

Credit Bank held its regular General Mee-
ting through EPOS with the aim to comply 
with the anti-epidemic measures. BACB 
was the first public banking institution to 
use the platform in our country and soon 
after, in September last year, Sirma Group 
Holding was the first and largest public IT 
company to confide in EPOS for its AGM. 
Both issuers and investors, especially the 
foreign ones, greatly benefited from the 
flexibility given the pandemic restrictions 
on meeting attendance. The EPOS plat-
form is a prime example of how techno-
logy can take the e-voting process to a 
whole new level.

Does the CDAD envisage any initiati-
ves to change in the regulatory regime 
with the aim to encourage issuers to 
use the remote method of holding 
meetings?



GIS Press | February 2021 7

I would like to point out that the Bulga-
rian Stock Exchange has been using the 
platform for its General Meetings for the 
last three consecutive years already. Our 
positive experience encourages us that 
public companies, and not only, soon will 
appreciate the benefits of EPOS. 

Are there any considerations regar-
ding offering EPOS to custodians? This 
would largely reflect the spirit of the 
EU Directive promoting the long-term 
commitment of shareholders. 
Certainly. The functional possibility to 
provide access for custodians and allow 
them to cast votes on behalf of their cli-
ents, based on instructions they received, 
was taken into account already at the 
earliest stage of development. 

Presently, on record date the respective 
foreign global custodian appears as the 
holder at the Central Depository. Please 
bear in mind that according to local law, 

TALKING POINT

only foreign global custodians, but not lo-
cal custodian banks or agents, can open 
an omnibus account at the CDAD. Starting 
from this day until the day of the General 
Assembly, the platform is open for voting. 
Access to the EPOS platform for each hol-
der, in this case foreign global custodians, 
is based on a valid electronic signature. 
The custodian may choose how to vote, 
either by preliminary voting or online du-
ring the meeting. 

In line with EU law, the Central Depo-
sitory has introduced monetary sanc-
tions and "buy-in" procedures in case 
of failed settlement. What are your 
observations so far on their effect on 
settlement discipline?
At present, each depository applies mea-
sures for timely and successful settlement 
- fines have been introduced for faulting 
participants, and separate mechanisms 
are in place for guaranteeing settlement. 
They are the result of approved market 

practices and will protect the counterpar-
ties of the failing parties in the settlement 
process, as well as the final investors.

We understand that the Central Deposi-
tory team is about to finalize the impro-
vement of the Clearing and Settlement 
System. 

We are well in time with that part of our 
information system. It covers the require-
ments towards the Central Depository to 
notify our members and respectively the 
final investors regarding the performed 
corporate events. We are also upgrading 
the technical standards regarding settle-
ment discipline.
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The stock exchange as a  
green thought leader 
New listings, new products and a Green Centre - Manyu Moravenov, Member of the Board of Directors and CEO  
of the Bulgarian Stock Exchange (BSE), is bursting with news in his interview  with GIS Press. 

Dr Moravenov, what was 2020 like for 
the Bulgarian capital market? What 
challenges did you have to face in the 
last nine unusual months?
We had a very different year in 2020, with 
the Covid-19 pandemic affecting all as-
pects of our lives. And the year was par-
ticularly challenging for all players in the 
Bulgarian capital market, as well as for the 
BSE itself as a market operator.

On a short notice, we all had to work al-
most entirely remotely. Interestingly 
enough, this in no way affected the dy-
namics of stock trading. On the contrary, 
in the first months of the pandemic, BSE’s 
liquidity increased significantly as inves-
tors rebalanced their portfolios. As for in-
dex movements, we had a high correlation 
with European and global markets. Unfor-
tunately, this correlation has since gradu-
ally weakened, and we did not follow the 
other markets as they recovered later in 
the year.

The pandemic affected all companies 
traded on the exchange, with SOFIX blue-
chips, i.e., the leading and most liquid com-
panies on the main stock exchange index, 
plunging particularly hard. Early in the 
pandemic and during the first lockdown in 
the spring of 2020, SOFIX fell by about 18% 
due to downward corrections in almost all 
its components, with some greater than 
20%. This can be attributed to the fact 
that the leading companies are also the 
most liquid ones, i.e., it is easiest for share-
holders to convert those stocks into cash 
in order to use it for other purposes during 
the pandemic.

As mentioned, unlike the international 
markets, which had an impressive recove-
ry in the second half of the year, with some 
of them reaching record highs, the losses 
accumulated in Bulgaria largely remained.

How have the listed companies been 
doing?
The pandemic naturally had a negative 
impact on the activities of most compa-
nies listed on the exchange. If we look back 
at the SOFIX companies as a benchmark 
and their results in the first 9 months of 
2020, their sales revenues on average fell 
by about 12% compared with the first 9 
months of 2019, and the net profits decli-
ned on average by about 25%.

Despite the economic difficulties that 2020 
brought to the Bulgarian economy, many 
positive things happened on the BSE. The 

results of stock exchange trading in 2020 
show that transactions increased by 39% 
and turnover by over 19% compared to 
2019. In addition, the exchange strengthe-
ned its position as an environment where 
capital can be successfully raised by cur-
rent stock exchange companies. In 2020 
alone, they attracted over BGN 321 mn new 
capital, which is an increase of 11% com-
pared to the previous year and the highest 
value of this indicator for the last 12 years.
The most significant event on the BSE last 
year was probably the listing of the tech-
nology company Telelink Business Services 
Group, which managed to gain more than 
300 new shareholders, who have so far 
made a return of more than 68%. 

Moreover, I would like to highlight is the 
successful IPO of the venture capital fund 
Eleven, which took place in the most dif-
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ficult initial period of lockdown in late April, 
with the company successfully raising over 
BGN 2 mn through the stock exchange. 
Another particularly positive sign was the 
successful capital increase of the techno-
logy company Alterco, which raised BGN 
9 mn in October and substantially incre-
ased its individual shareholder base. All 
this points to the fact that there are many 
good and successful companies on the BSE 
that manage to raise capital and grow de-
spite the pandemic.

Congratulations on the Exchange’s ef-
forts to accelerate the development of 
the SME Growth Market BEAM, which 
aims to give small and medium-sized 
businesses the opportunity to raise 
capital on less easier terms than on 
the regulated market. Do you see more 
potential for strengthening BSE’s role 
in developing the local capital market? 
We are making great efforts to raise awa-
reness of the BEAM market as an attrac-
tive opportunity for small and medium-
sized Bulgarian companies to raise capital, 
as well as the fact that, starting from 2021, 
capital gains from trading on this market 
will be tax-free for five years, similar to the 
BSE regulated market. The successful IPO 
of Biodit, whose shares literally sold out in 
seconds, is indicative of the potential of 

this market. We know of at least four more 
companies that are currently preparing for 
an IPO on the BEAM market.

We still have a lot of work to do with our 
partners from the Fund of Funds, EBRD and 
BDB to structure opportunities for finan-
cing companies for IPOs both on the BEAM 
market and the regulated market. Our 
regular initiatives need to be ramped up 
together with the professional investor or-
ganizations (investment firms, banks, ma-
nagement companies and pension funds). 

Is the exchange undertaking any other 
initiatives to stimulate the develop-
ment of the primary and secondary 
market?
The most significant of the latest BSE initi-
atives is the launch of the new beamUp lab 
program, which represents the first-ever 
partnership between the business sector 
and the BSE and other key financial institu-
tions with access to investment resources, 
namely: Fund Manager of Financial Instru-
ments in Bulgaria, the Bulgarian Develop-
ment Bank and the EBRD.

The first strategic meeting in the beamUp 
lab program took place in late November, 
attracting great interest. The main topic of 
discussion were the opportunities for risk 

and equity financing, with a presentation 
by our partners from the Fund of Funds. 
In addition, venture capital funds, con-
sultants and the companies themselves 
shared their experience in the field. The 
meeting ended with four participants 
presenting an investor pitch. 

The companies that took part at this mee-
ting left me with the impression that they 
are developing and growing very fast, 
and it is very important that they have 
a venue for dialogue with both investors 
and financial institutions. New ideas for 
structuring and financing options were 
born during the discussions with them, 
and it became clear that some of them 
are ready to successfully attract large 
international investors or launch an IPO. 
Some of the participants in the program 
already have joint projects with our insti-
tutional partners. Together with the Fund 
Manager of Financial Instruments, we ini-
tiated the allocation of funds through the 
new operational program to set up an IPO 
fund that will invest in new companies in 
the Growth Market BEAM.

Does the exchange have plans to 
expand the range of classes of finan-
cial instruments tradable on the BSE?
I think one of the significant problems of 
our country’s stock exchange is the insi-
gnificant number of high-income small 
investors. Those people have come to 
expect the provision of financial services 
to be as convenient and easy as possib-
le – with a few clicks on a mobile phone, 
without excessive red tape. In this regard, 
the BSE is working to increase the variety 
of investment products and facilitate ac-
cess to trades in them.

We are currently working on launching an 
international instruments section called 
BSE International. My expectation for the 
second half of 2021 is that BSE investors 
will have access to 100 of the most liquid 
foreign stocks and ETFs.
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We intend to deepen BSE’s cooperation 
with exchanges in the region, but also with 
large exchanges which offer access to in-
ternational investors. I am convinced that 
the right path for the growth of Bulgarian 
public companies and their future listing 
on the global stock markets lies through 
the BSE.

What about derivatives?
The BSE, together with the Central Depo-
sitory, is also exploring the possibilities of 
launching a derivative market, including 
energy derivatives, as well as creating 
better conditions for listing and trading of 
structured products. An important step in 
this direction is the establishment of the 
joint stock company Clear EX, which is de-
signed as a clearing house for transactions 
in electricity, natural gas and goods on or-
ganized markets and for which we are cur-
rently gearing up to apply for the required 
operating permits. 

What are the BSE’s priorities reflecting 
the UN Sustainable Stock Exchanges 
Initiative?
In October, the BSE joined the UN’s global 
platform on environmental, social and cor-
porate governance issues in stock exchan-
ges, the UN Sustainable Stock Exchange 
Initiative, which opens up another channel 
for up-to-date information and the trans-
fer of good practices to stakeholders in our 
country.

After nearly a year of preparations, we 
held a meeting in January with over 30 
prominent leaders, where the BSE presen-
ted its new ESG initiative, namely the crea-
tion of the Green Centre, a think-tank for 
sustainable finance and energy. The mee-
ting was very positive, and I am certain the 
centre will be successfully established and 
start its first projects before the end of 
the first quarter. The Green Centre will be 
structured to focus the efforts of business, 
the state and other stakeholders on trans-
forming the national economy and energy 
sector to enable sustainable development. 
In addition to the CEOs of the BSE and IBEX, 
other actors involved in the Centre’s work 
will be C-level leaders in the following are-
as: the state, academia, public companies 
and energy companies, non-governmental 
organisations, consultants and auditors.

The Green Centre will strive to establish 
itself as a think-tank for policies in sustai-
nable finance and energy, as well as to lead 
the public debate on these topics in Bul-
garia. It aims to partner with the govern-
ment in developing and finalizing legisla-
tion and implementing specific policies to 
change the environment. As a think-tank, 
the Centre’s activities will largely be aimed 
at analyzing the environment necessary 
to understand and integrate sustainability 
into corporate practices, especially in the 
following three areas: environmental, soci-
al and corporate governance.

How do you see the Bulgarian capital 
market in the next 2-3 years?
I believe that Bulgaria has all the prere-
quisites for the gradual recovery of our 
capital market over the next 2-3 years. 
Until the beginning of 2021, the SOFIX fell 
continuously for three years in a row. I can 
tell you that the SOFIX currently trades at 
very attractive ratios of the main indica-
tors P/E and P/B. The same applies to the 
ratings most Bulgarian companies are tra-
ded at, which are much lower than those 
of their counterparts not only in developed 

markets but also in other emerging ones. 
As the pandemic begins to wear off and 
the world’s economies gradually recover, 
investors’ risk appetite will increase. On 
a separate note, given the record values 
of the indices in some developed markets 
such as the United States, we can expect 
some capital to flow into emerging mar-
kets, including Central and South-eastern 
Europe.

I believe that more and more Bulgarians 
and foreign investors will take advantage 
of the untapped potential of our capital 
market. One such advantage is the large 
number of companies paying out annual 
dividends. Despite the challenges of 2020, 
more than 50 public companies distri-
buted dividends to their shareholders in 
the year, with an average gross dividend 
yield of 3.82%. Let’s compare this return 
with the current levels of the most tradi-
tional savings product for households in 
the country – bank deposits, which are 
about 0.17%. 

What is the participation of retail in-
vestors?
It is a well-known fact that we Bulgarians 
are quite conservative investors, often 
preferring to put our money into immo-
vable assets such as real property. Never-
theless, I believe that even if a very small 
part of the BGN 58 bn currently held by 
households in deposits is redirected to-
wards the Bulgarian stock exchange, it 
would provide additional opportunities 
for individual investors to make a decent 
profit, as well as diversify their savings 
across different types of assets.

And finally, I do expect an increase in the 
number of IPOs on the BSE in the coming 
years, which will inevitably attract the 
attention not only of small but also of 
institutional investors, including pension 
funds.
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Spotlight news

HR: ECB extends euro line 
The European Central Bank (ECB) 
and the Croatian National Bank 
(CNB) have agreed to extend the 
euro liquidity line until the end of 
March 2022. It allows the CNB to 
borrow up to EUR 2 bn from the 
ECB, and to maintain a strong cre-
dit line.

The liquidity lines were estab-
lished in 2020 to provide euro li-
quidity to financial institutions 
through national central banks. 
The main objective of these lines 
is to address possible euro liqui-
dity needs in non-euro area coun-
tries in the presence of market 
dysfunctions due to the Covid-19 
pandemic. 

Furthermore, they aim at ensuring 
a smooth transmission of ECB mo-
netary policy by preventing poten-
tial spillover effects on euro area 
financial markets and economies. 

The euro liquidity line with the CNB 
had been initially set to expire by 
the end of 2020 and was later ex-
tended until the end of June 2021. 

Prevention of money laundering and terrorist  
financing in the securities sector   
 

The Head of GIS BiH represented Raiffeisen Bank d.d. BiH at 
an online workshop on the prevention of money laundering 
and terrorist financing in the securities sector in January, 
organized by the Ministry of Security of BiH. 
The workshop was attended by representatives of all other 
relevant regulators: the Entity Banking Agencies and both 
Securities Commissions, brokerage houses, custodian banks 
and insurance companies. After a discussion about the re-
sults achieved in the last two years the common conclusion 

was that market participants have significantly improved their anti-money laun-
dering measures over this period, but there is certainly a need to further improve 
the full client identification process and the origin of the money used for trading 
securities.

Draženko Bobaš,  
Head of GIS Bosnia and Herzegovina 

BOSNIA AND HERZEGOVINA

SI ENTER Market joined the list of ECB eligible  
markets 

The Ljubljana Stock Exchange (LJSE) announced that it has 
successfully completed the process of listing the SI ENTER 
market on the list of acceptable non-regulated markets 
of the European Central Bank (ECB), in cooperation with 
the Bank of Slovenia. This was one of the criteria for debt 
financial instruments to be considered as eligible marketable 
assets, so as to serve as collateral for Eurosystem credit ope-
rations. In practice, eligibility for debt financial instruments 
as collateral for Eurosystem credit operations depends on 

compliance with the general eligibility criteria as laid down in the General Conditions 
of the Bank of Slovenia on the Implementation of the Monetary Policy Framework. 
Moreover, they must be issued or guaranteed by central banks of Member States, 
public entities, agencies, credit institutions, financial and non-financial corporations, 
multilateral development banks or international organizations. Eligibility criteria 
include the condition that debt financial instruments must be listed on one of the 
acceptable markets for marketable assets, such as the LJSE, and certain non-regula-
ted markets that meet the principles of security, transparency and accessibility, and 
which are included by ECB in the list of eligible non-regulated markets. 

Our view: 
The inclusion of the SI ENTER market on the list of eligible markets of the ECB 
opens new possibilities on the Slovenian capital market regarding the listing 
of debt financial instruments.

Mensur Hodžic, Head of GIS Croatia SLOVENIA
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Established in 1879, the Bulgarian Natio-
nal Bank (BNB) is one of the oldest institu-
tions in modern Bulgaria. It gained inde-
pendence from the Minister of Finance in 
1885 and took over the right to issue Bul-
garian lev. Along with central banking the 
first private banks started to appear on 
the scene. Shareholders in those private 
institutions were large foreign entities - 
mainly French, German and Italian. 

The first cooperative credit institutions 
appeared at the same time, such as cre-
dit unions and people’s banks. The period 
before the First World War was relatively 

HISTORY

successful for the private banks in Bulga-
ria. They increased their capital, partici-
pated actively in the country's trade and 
were managed by prominent economists. 
The Great Depression in 1929, however, 
found Bulgarian banks unprepared and 
some of them went bankrupt. In 1931, a 
currency monopoly was established, by 
way of which only the BNB had the right 
to grant foreign currencies to companies 
and individuals. 

During the Second World War military re-
gulations guided the financial sector. The 
subsequent introduction of socialism in 

A long way home  

Bulgaria in 1944 deeply affected the or-
ganization of the banking sector, also be-
cause it was quickly nationalized. All in-
dependent joint-stock banks ceased to 
exist and their assets and liabilities were 
passed to the BNB. In the beginning there 
were some exceptions such as the Bulga-
rian Mortgage Bank and a few savings 
companies. After further reorganizations, 
the BNB became the central body regula-
ting the entire circulation of money, using 
the people’s banks as its branches. Thus, 
the BNB took over typical commercial 
banking functions. 

Furthermore, the State Savings Bank was 
established with a wide network of cash 
desks across the country. In 1964, the Bul-
garian Foreign Trade Bank – a fully state-
owned bank, was established, specializi-
ng in foreign exchange and credit 
operations, servicing the international 
trade of the state-controlled economy. 
The BNB was directly subordinated to the 
Council of Ministers. 

Communist commercial banking
In 1986 the establishment of "commercial 
banks" was allowed for the first time in 
the centrally planned economy. Banks 
which were under the control of the BNB 
were reorganized into commercial banks. 

For centuries the territory of Bulgaria was part of the Ottoman Empire. After the liberation in 1878, a modern 
banking legislation was adopted to regulate the country’s future financial and economic development. And now, 
Bulgaria is on its way into the eurozone.
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Currency peg
To control negative consequences of a 
potential crisis situation a currency board 
was introduced in 1997, marking a change 
in the monetary regime from traditional 
discretionary policy to simple, rigid rules. 
Thus, the BNB stopped financing the bud-
get, refinancing commercial banks and 
open market operations. Although the 
banking system’s fragility as well as low 
foreign exchange reserves level limited 
the central bank’s monetary policy, Bul-
garia gradually developed a modern Eu-
ropean banking system. 

Finally in the EBU
The recognition of the sector’s quality 
was the admission of Bulgaria as a mem-
ber of the EU Banking Union and to the 
“waiting room of the euro area”, the ERM 
II, in 2020. 

Following the trend of optimization and 
consolidation, currently 19 banks and four 
branches of foreign banks operate in the 
country with EUR 63 bn assets, which 
slightly exceeds the size of the country's 

GDP. The major large banks belong to 
well-known European financial groups: 
UniCredit, OTP, KBC Group, Eurobank 
Group, and of course Raiffeisen Bank In-
ternational. As a matter of fact, foreign-
owned banks (mainly from the EU) ac-
count for a relative share of 78% in the 
sector. 

With the membership in the Banking Uni-
on, the ECB has taken over direct supervi-
sion of some of the country's largest for-
eign-owned banks.

Emil Kalchev 
Head of Research, 

Raiffeisenbank (Bulgaria)

The following year saw the most compre-
hensive banking reform since 1947, laun-
ching a two-tier banking system. Eight 
new banks emerged from this reform, 
each of them servicing certain sectors of 
the economy. 

With the political changes that took place 
after 1989, the transition of Bulgarian 
banking from a centrally planned into a 
market-oriented system began. The first 
step in this direction was the adoption of 
the Law on the BNB in 1991, according to 
which the BNB began to act as a typical 
central bank in the framework of a two-
tier banking system. It became the bank 
of banks, the bank of the state and the 
bank that stores and manages the 
country's foreign exchange and gold re-
serves. In 1992, the Banking and Credit 
Act came into force, which laid the found-
ations of a modern commercial banking 
and regulated the banking supervision 
done by the BNB. In the same year the 
Banking Consolidation Company was es-
tablished with its main goal to reorganize 
and privatize the banking sector.  
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Where did you start your professional 
career?
I knew from an early age that I wanted to 
go into finance. During high school I atten-
ded several competitions setting up finan-
cial schemes and business plans. Math 
was my passion as I loved numbers. In the 
last grade my father took me to New York, 
where we visited Wall Street. I was fasci-
nated and from then on, I knew I wanted 
to be a banker.

So, I moved to Vienna and began to study 
Business Administration at the Vienna Uni-
versity of Economics and Business (Wirt-
schaftsuniversität Wien). Beside my stu-
dies I worked at different banks as a 
trainee, in different areas/departments 
but mostly treasury, structured products, 
funds and equity sales. 

In 2008 I started at Raiffeisen, first as a fi-
nancial analyst part-time and after my 

HAVE YOU MET

master’s degree 2009 I moved internally to 
Fund and Fund Administration Sales, whe-
re I am until now.

What do you like about your job with 
Raiffeisen Bank?
I’ve been working for Raiffeisen Bank In-
ternational for 13 years now and it was 
never a dull. I never felt unchallenged and 
saw me grow gradually professionally. RBI  
is an international company with count-
less  nationalities and very diversified. This 
makes it special and brings opportunities 
for development.

Which challenges ahead do you see for 
Global Investor Services?
There is no doubt that the main challenge 
for us all, not only for GIS, is to overcome 
the pandemic's consequences. But we 
should not forget the legal requirements 
and restrictions that are mounting with 
the years.

Passion for Wall Street

How do you spend your spare time? 
I mostly spend my free time with my fami-
ly and friends. We like travelling a lot, visit-
ing different countries and cultures. On 
the weekends we do often day trips here 
in Austria or we visit museums, opera or 
theater. We also like going out for dinner 
and drinks. But I also enjoy staying at 
home and cooking for my family, playing 
with my kids or reading books. One of my 
hobbies is sewing. Mostly I sew clothes for 
kids or patchwork plaids.

A fix part of my daily routine is sports. I run 
3-4 times per week and do yoga.

Would you tell us about your home-
town, please?
I was born in Shkodra, a historic city in the 
north of Albania. Located between the 
foothills of the Albanian Alps and the lake 
of Shkodra, which is the largest lake in 
Southern Europe. The city is surrounded on 
three sides by the rivers Kir, Drin and Buna. 
The Adriatic Sea, where I spent most of my 
summer holidays as a kid, is only a 15 min 
drive away. 

Historically, Shkodra has its roots back in 
the 4th century BC, the times of the ancient 
Illyrian tribes. This makes it a very special 
city with a lot of tradition and a very own 
culture, where legends are passed from 
generation to generation, with tasty food 
and a music that touches souls.

The legend of Rozafa castle, the majestic 
castle situated in Shkodra, is one of the 
most interesting and yet saddest legends 
of the country. It is about the strength of 
women who sacrifice their lives for so-
mething bigger.

Emersona Fleck, Relationship Manager at GIS, provides an insight into her profession. 
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