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Ukraine

The political environment in Ukraine 
has changed after dual elections held  
earlier this year. For the better, as I hear 
many of my Ukrainian friends say. 

Ukraine is an open economy that made a 
bumpy ride in the last few years. Yet, it has 
steadily undergone reforms, which is now 
bearing fruit with the return to a growth 
pattern. This improvement is founded on  
a strong and prudent macroeconomic poli-
cy, Dmytro Sologub, Vice Governor of the  
Ukrainian National Bank, told GSS Press. 

President Volodomyr Zelenski’s election 
campaign built on a peace-making pledge, 
and he seems to be sticking to it. The odd 
happenings around nationalized Privat-
Bank will be another test for him and his 

cabinet, with an audience of donors and 
other well-intentioned supporters watching 
closely.     

Good news is also coming from the securi-
ties market infrastructure. Based on a new 
legislation and a complete re-launch of the 
CSD, the environment will finally be taken 
to a state-of-the-art level. GSS Press asked 
Mindaugas Bakas, CEO of the National 
Depository of Ukraine, all about the new 
CSD platform and the improvements it will 
bring.  

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

A new perspective
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AT A GLANCE

Five months after the Presidential elections, 
two months after the Parliamentary polls: 
What are we having now?
The result of the latest elections is a rather 
unique situation in the modern history of 
Ukraine, with the President’s party having 
obtained a majority of the seats in Parli-
ament. This allowed the mono-party coa-
lition controlled by President Volodomyr 
Zelensky to appoint the Prime Minister and 
form the government right from the very 
first day of the Rada’s new period. 

The team in power inherited a favorable 
situation in the economy, as the structural 
transformations initiated five years ago 
have started showing results. For the fourth 
year in a row, the country’s economy has 
been growing. The GDP increased by 
3.3% in 2018 and its dynamics in 2019 
are promising: plus 2.5% in the first and 
4.6% yoy in the second quarter of 2019. 
Inflation reached 9.8% in 2018 and ge-
nerally has been keeping slowing down 
throughout 2019. 

Profitable banks 
Another illustration to the economic reco-
very is the record profits registered within 
local banking system after the loss-making 
years 2014-2017. The outstanding results 
of 2018 were the consequence of a sys-
tem clean-up, activation of retail lending, 
decrease of deposit interest rates, and a 
drop in provisioning due to adequate as-
set evaluation and proper provisioning of 
previous periods. There are hopes that the 
positive development will continue with 
the implementation of the new Bankruptcy 
Code this year, which, along with the Law 
on the protection of creditor’s rights, shall 

make the banking system safer and more 
reliable for clients as well as for the banks 
themselves.

The attained economic stability allowed 
launching the long-expected FX reform. An-
nouncements and presentations by the Na-
tional Bank of Ukraine have materialized 
into the Law On currency and currency tran-
sactions. The law, which became effective 
in February this year, envisages incremental 
steps of FX liberalization. Nevertheless, part 
of the provisions, which became effective, 
i.e., the cancellation of 30 restrictions, al-
ready received very positive feedback from 
the involved parties. Thus, local businesses 
celebrate, among other measures, the abo-
lishment of the requirement to sell a portion 
of foreign currency revenues or the repla-
cement of individual licenses for outbound 
transactions with e-limits. Individuals got the 
possibility to make online FX transactions 
and the opportunity to invest more in global 
markets. Non-resident investors can now re-
patriate dividends entirely, while the FX con-
trols for other transactions have also been 
simplified. Complete liberalization will be-
come possible after the full-scale implemen-
tation of the Multilateral BEPS Convention, 
which will enter into force for Ukraine on 1 
December. 

The FX reform, an improvement of govern-
ment bonds procedures and settlement in-
frastructure, as well as consistent work of 
the National Bank of Ukraine and Ministry 
of Finance teams on relations with foreign 
counterparties – Clearstream in particular 
– resulted in a rapid development of the 
government bonds market. To illustrate 
this, the portion of non-residents’ holdings 
in government bonds grew for the eight 
months of 2019 from less than 1% to more 
than 10%, resulting in additional EUR 2.8 
bn of investment.    

The figures of the corporate securities mar-
ket are less impressing, though. The share 
indices of PFTS and UX have shown nega-
tive dynamics since the beginning of the 
year, and overall, the local stock market 
remains a quiet place. This impression was 
nurtured by the processes started during the 
previous years, i.e., sanctions against fake 
issuers, squeeze-outs, simplified procedure 
for the conversion of public joint-stock com-
panies into private ones, changes in the 
listing methodology, etc. The purpose for 
those measures was to clean out the market 
from junk securities, illegal scheme practi-
ces, as well as quasi corporations, which 
emerged in the process of privatization 
and whose public status was legacy of the 
past, rather than a strategic choice. 

 

UKRAINE
Bold reform plans
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Local players can now benefit from a sim-
plified entry of foreign issues to the local 
market. However, so far, the market of 
local corporate securities has been strugg-
ling to compete with government bonds, 
which are becoming more and more po-
pular among all types of investors. As a 
matter of fact, dragging out with nominee 
concept implementation does not help cor-
porate securities looking more attractive vs 
government papers, whose investors can 
take advantage from a simplified market 
entry.    

Have there been any efforts taken to 
change the situation? The regulators belie-
ve that a purified market with a renovated 
infrastructure is a good starting point for 
the market to pick up. So, the IT platform 
modernization project initiated by the  
Central Securities Depository (CSD)  could 
be a positive answer to this question. Ple-
ase find an interview with Mindaugas 
Bakas, CEO of the Ukrainian CSD, who 
kindly agreed to elaborate on this topic 
for RBI GSS Press, further back in this pu-
blication.

Not limiting its activities with capital mar-
kets, the National Securities Stock Market 
Commission (NSSMC) is planning to use 

the modernized infrastructure for brin-
ging the order to the local commodities 
exchange market. The idea is that new 
commodity and financial "hubs", inclu-
ding institutions such as the Central Coun-
terparty, the repository, and operators of 
trading platforms, will serve a transparent 
pricing for Ukrainian commodities. This 
can also boost the development of deriva-
tives. A respective draft law is awaiting its 
consideration by the new Parliament.

Dedicated to reform
On a general scale, over the years, Ukra-
ine kept its reform pace. Thus, important 
changes have been initiated in the social 
welfare (health, education, housing and 
utilities). Given corruption is still a problem 
to address, the creation of an anti-corrup-
tion infrastructure is moving ahead. The 
final link, an anti-corruption court, whose 
existence is an important prerequisite for 
Ukraine’ further cooperation with its inter-
national partners, shall be launched in au-
tumn. However, the reformist efforts of the 
previous governments often had to be put 
through the sieve of conflicting interests of 
different stakeholders in the former Parlia-
ment, which made the law-making process 
extremely extensive and painful in the past. 
This should not be the case anymore.  

Unlike its predecessors, the new govern-
ment can potentially rely on a Zelensky-
loyal majority in approving the laws requi-
red for the implementation of new team’s 
agenda. And these plans are quite bold: 
land reform in 2019, reanimation of big 
privatization, ambitious acceleration of 
GDP growth, and other initiatives pretty 
much in line with the IMF program. 

Time will tell whether and when this will 
be achieved, however, chances for the re-
forms to speed up and positive structural 
changes to happen look promising from 
today’s perspective. 

Bohdana YEFREMOVA 
Head of GSS Ukraine 
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Mr. Bakas, you are working on the imple-
mentation of a new CSD platform called 
DEPEND. In a nutshell, what is it about? 
DEPEND is a central securities depository 
core system. Apart from fulfilling the core 
functions it can handle a lot more: from 
messaging and corporate actions proces-
sing to reporting and providing remote ac-
cess to CSD participants. 

If to look from the inside, our DEPEND pro-
ject is about a complete CSD re-launch with 
a new infrastructure, including both hard-
ware and software, along with remapping 
nearly all internal business processes aiming 
for higher efficiency and standardization.

Up to now, NDU has been running on an 
outdated legacy system which is no longer 
supported by the developer, thus posing 
risks to the Ukrainian corporate securities 
market. This was the major reason why 
back in the summer of 2017 we launched 
an international tender for a CSD system.

The market will have to rebuild its business 
processes, as the new platform provides 
new possibilities such as accounts at CSD 
level, STP, or the implementation of the 
4-eyes principle for the interaction between 
custodians and CSD. It seems you are brin-
ging about a revolution… 
Well, I would not call it a revolution – it 
rather is a delayed evolution of the Ukraini-
an post-trade environment. By coincidence, 
the Ukrainian corporate securities market 
has never regained its pre-global crisis le-
vels of activity, thus business – brokers and 
custodians – were not driving the need for 
changes. At the same time, major elements 
of our market infrastructure lacked coordi-
nation and were fragmented. 

Under the new management NDU has de-
cided to take the lead in initiating changes 
not just by committing to altering the core 
system, but also by launching and actively 
participating in numerous projects and le-
gislative initiatives, like the introduction of 
a nominee concept, creation of new instru-
ments, digitalization of NDU services and 
easing of the post-trade regulation. Taking 
into consideration the level of over-regula-
tion in Ukraine, the latter is a very big and 
lengthy task.
 
There were concerns in the market that with 
DEPEND, the CSD may want to replace the 
existing set-up with a one-level depository 
model. Nevertheless, a significant number 
of local custodians have chosen to maintain 
client accounts at custodian’s level with the 
help of own custody system, while others 
will go directly, with the module provided 
by the CSD. Which model, in your opinion, 
is more beneficial for a market like Ukraine? 

Usually people fear of the unknown, espe-
cially in Ukraine, when it is backed up by 
mistrust in any institution that has rights for 
imperative decisions. And, looking into the 
not too distant history of transformations of 
the Ukrainian post-trade, I can understand 
it: many decisions from 2012 were made 
without consultations with market partici-
pants.

Addressing the issue of one or two level 
accounting models for the Ukrainian de-
pository system, we took a very different 
approach: we tried to look from the per-
spective of NDU’s direct participants, the 
custodians, of which we had more than 
200 at the beginning of the project. We 
have identified two major aspects: the first 
is that NDU’s legacy system also provided 
the mandatory module for all Ukrainian 
custodians to interface with the core sys-
tem of NDU and also acted as a securi-
ties accounting system for the second, 
custodian's, level; the second aspect is 

The evolution of Ukrainian post-trade
With Mindaugas Bakas as CEO, the National Depository of Ukraine (NDU) is undergoing substantial modifications.  
GSS Press found out first-hand how they will affect the market users.  
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fragmentation – it was clear that not all 
200 custodians could make a healthy busi-
ness in the shallow Ukrainian corporate 
securities market, which usually means ab-
sence of a sound financial base to invest 
and develop business. 

Putting these two aspects together, we con-
cluded that not each of them would be able 
to invest into developing their own custody 
system, therefore we basically had to offer 
a possibility to maintain a status quo for 
some of NDU’s participants. They continue 
using the centrally provided solution, i.e. 
one-level account principle. Consequently, 
approx. 60% of custodians opted to migra-
te to one-level, which would result in ope-
ning and migrating balances for almost 4 
mn accounts during the migration weekend 
when launching the DEPEND system on 30 
September. This is an interesting challenge 
on its own.

It is important to highlight that we are not 
advocating for one or two- level accoun-
ting system as in our opinion they can co-
exist quite fine given the flexibility of the 
technological solution – after the launch of 
DEPEND there will still be a possibility for 
NDU participants to migrate between both  
levels in any direction.

Which features spoke in favor of Percival’s 
solution? 
There were quite a few reasons why we 
made this choice, but two of them were de-
cisive: a sound track record of Percival’s 
deliveries of DEPEND to several different 
markets and subsequent support but also 
the architecture of DEPEND that allowed 
us to see the flexibility of the system when 
adjusting to various Ukrainian legal nuan-
ces far-from-orthodox business practices. 
Besides a good pricing, there was another 
reason that looking back I think was crucial 
to our project: geographical and cultural 
proximity to Ukraine – Percival’s team is 
based in Estonia, which allowed NDU to 

run project more dynamically: aiming to 
launch the system 16 months after signing 
the contract.

The implementation of DEPEND will proba-
bly keep you busy throughout 2019. What 
will be next on the list?
There are so many balls in the air! We are 
involved in numerous projects in parallel 
and basically all of them depend on legis-
lative changes, which depend on the poli-
tical situation in the country. Ukraine has 
undergone both presidential and parlia-
mentary elections during the year of 2019, 
thus the political landscape is changing 
dramatically, and we hope for the better. 

Besides the obvious task – consolidation of 
two Ukrainian depositories via NDU taking 
over the depository function from the Nati-
onal Bank of Ukraine for Ukrainian govern-
ment bonds – we are looking into exploi-
ting the newly built infrastructure of NDU 
for less traditional CSD activities, like se-
curitization of warehouse and agricultural 
receipts, providing technical infrastructure 
for the Ukrainian 2nd pillar pension fund 
reform, IaaS and SaaS, and so on. Taking 
into consideration that many areas of Uk-
rainian infrastructure require development, 
the common denominator for all of these 
NDU initiatives is centralization, which 
equals to efficiency on the national level.

We are watching other markets move in 
various directions – some are intercon-
necting, like with T2S, others implement 
DLT models, safekeeping of digital assets. 
Where do you see the Ukrainian market 
infrastructure moving? 
The Ukrainian securities market infrastruc-
ture, just like the whole country, has to do 
a lot of catching up in development via 
standardization with European or global 
practices aiming to be understandable 
and acceptable to international investors. 
In parallel, less “classical” types of busi-
nesses compared to securities depositories 

or stock exchanges that are also regulated 
have advanced in line with global trends. 
So, as in any other country the regulated 
markets and their infrastructures have to fill 
the gaps, but in Ukraine the first tasks are 
to put all key elements of the securities mar-
ket infrastructure on the development path 
and reduce overregulation. 

The Ukrainian CSD has been proactively 
initiating legal changes in the market. How 
were they perceived?
Overall, it was a difficult and complex task 
due to a corporate and political culture that 
got used to living in a highly overregulated 
and as a result – isolated country from best 
global market practices. First of all, we had 
to put NDU on the map as an entity that 
plays an important role not just in the secu-
rities trade settlement, but point out that it is 
also involved in many aspects of corporate 
governance of public companies, that it is 
the key element of safeguarding the secu-
rities property rights and plays an impor-
tant role in attracting foreign investments. 
Also, when introducing new concepts like 
a nominee account holder, we had to do a 
lot of studies on global practices. We have 
been successful, and we are still getting di-
vidends in the form of increased reputation.

When will the Ukrainian depositories’  
consolidation finally happen?
The answer is simple: as soon as the Nati-
onal Bank of Ukraine has enough political 
will to let go the depository function for 
Ukrainian government bonds. Despite the 
facts that this consolidation is foreseen by 
current laws and emphasized in several 
MoUs and national programs like Strat-
egy for Sustainable Development Ukrai-
ne-2020, the preparation work from NBU 
side has just started. NDU will be pushing 
hard for the consolidation to happen by the 
end of 2020.
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Deputy Governor Sologub, following the 
dual elections in Ukraine, has the frame-
work for the economy changed?
The new government has announced struc-
tural reforms and the recent signs of easing 
of the tension of the conflict with Russia are 
encouraging. 
Looking back five years, however, it ap-
pears that politics have not had much ef-
fect on macroeconomy. Based on a strong 
and prudent fiscal policy, the Ukrainian 
economy has been improving, public debt 
declined and inflation is under control. Mo-
reover, the financial sector has recovered. 

Speaking about the financial sector, has it 
overcome the crisis of 2014-2016?
Analyzing the banking crisis from today’s 
point of view, we have to admit that it 
was not triggered only by the economic 
downturn or military aggression. A lot of 
the banks’ problems had accumulated over 
many years, with some of them not even 
acting as real banks but rather financing 
their sole owner’s businesses or even ser-
ving for plain money laundering. 

Those times are gone. The NBU put a lot of 
effort in cleaning up the Ukrainian banking 
industry, which finally returned to profitability.

Ukrainian banking is characterized by 
a high proportion of state-ownership, 
with PrivatBank as the most prominent 
example… 
Indeed, state banks have a 50% market 
share. But since a state usually is not the 
most efficient owner, we strongly advocate 
a reduction of this engagement. Given the 
government spent a lot of taxpayers’ mo-

ney on the banks, the NBU, in co-operation 
with the Ministry of Finance, is engaged in 
improving their corporate governance.    

Is this a preparation for a sell-off of state-
owned banks?
At the moment the focus is on making them 
work better. With the world of banking ha-
ving changed so much lately, it will take 
us even greater effort to make those institu-
tions attractive for potential buyers.  

The NBU has recently rejected candidates 
for a major bank’s supervisory board. A 
demonstration of its mission to lift corpo-
rate governance standards? 
We have a comprehensive conception of 
a functioning supervisory board of a state-
owned bank. It is not enough for a director 
to preserve the shareholder’s interests, but 
they have to keep in mind all other stake-
holders, including the taxpayer. 

The independence of central banks around 
the world is being questioned. In your 
case, the threat is very particular. Do you 
want to comment on the alleged pressure 
on NBU officials?
Of course. It is public that our former 
Governor, a well-recognized personality, 
has been confronted with all sorts of al-
legations connected with her role in the 
NBU. We believe that such accusations 
have nothing to do with herself in person 
but rather aim at reversing the progress 
made. Our reform has been painful; and 
it has doubtlessly harmed many vested in-
terests.  

On that note, I would like to stress that it 
is a must for Ukraine to conduct a struc-
tural improvement in court cycles and law 
enforcement. 

All the stakeholders in mind
As a result of a thorough transformation process, the National Bank of Ukraine (NBU) today presents itself as a modern and 
independent central bank. Even more so, it has turned into a sought-after advisor for other emerging market central banks. 
GSS Press met the NBU’s Deputy Governor, Dmytro Sologub, on the sidelines of a high-level seminar at the premises of the 
Austrian National Bank in Vienna.
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The NBU is very much engaged in the libe-
ralization of the capital flow regime. Can 
you please elaborate on where we stand?
Opposite to the former “everything is prohi-
bited” logic, based in a law written 1993, 
we have taken on an “everything is allo-
wed” direction in terms of currency cont-
rols. We made an end to the cumbersome 
and corruption-prone licence system, which 
was extremely unpopular and harmful for 
companies. 

The reason why the new legislation adop-
ted last year has not yet fully liberalized the 
foreign exchange regime is our focus on 
macroeconomic stability. 

Some of the temporary restrictions induced 
in the wake of the devastating economic 
crisis of 2014-2015 – including the limita-
tions on repatriation of dividends – were 
necessary to stabilize the situation. Most 

of these restrictions are gone now. And 
looking forward, the idea is to have a 
free foreign exchange market once mac-
roeconomic conditions permit it. Also, the  
adoption of laws aimed at prevention of 
unproductive capital outflow from Ukraine, 
in particular, the BEPS-combating draft law, 
is a crucial condition for removing all the 
restrictions.

What will be the next steps in terms of 
liberalization?
Investment abroad is the next big issue on 
our agenda. While foreigners can invest 
quite easily in Ukraine, going the opposite 
direction has its limits. This led to a large-
scale offshorization of the local economy. 
Very often these structures are by no means 
used for money laundering or tax evasion, 
but to protect the property rights over the 
companies, which shows that the trust in 
the local court system is not all-too high. 

Ukraine is in talks with the IMF about ex-
tending the program by USD 5-10 bn. Can 
you provide us with some background 
information?
We have entered negotiations at high le-
vel. Our close co-operation with the IMF 
shall serve as a signal to other investors 
since the new facility, as such programs 
usually do, will come with conditions. Ta-
king the past programmes as a reference, 
the IMF will most probably demand further 
measures against corruption, and further-
more macroeconomic stability, reform of 
the financial system, tax and customs re-
form, privatization, land reform etc.

The same goes for other official donors. 
Both the World Bank and the European 
Commission have expressed their willing-
ness to work with Ukraine.

The NBU itself has undergone a head-to-
toe restructuring. Are you satisfied with 
the result?
When demanding reform from others, 
you’d better reform your own institution 
first! We made the NBU more efficient by 
enhancing its core functions, streamlining 
its support capacities and getting rid of 
non-profile business fields. 

In order to become a transparent organi-
zation, we reshaped our internal processes 
and established a system of internal com-
mittees for our fields of responsibility. I am 
pleased to see that our idea to invite junior 
staff to these committees has not only been 
well accepted but also firms their commit-
ment. To get the best people on board, 
which is not an easy task, you have to ex-
plore new avenues. 
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From Rus to Ukraine
The emergence of this name might also 
have been supported by the processes of 
empire’s disintegration and the need for 
a clear definition of its non-colonial terri-
tories. As a matter of fact, the old name 
Rus remained in Ukraine until the middle of 
the 15th century, as evidenced by numerous 
documents and chronicles, and for some 
parts – until the 19th (Halychyna) and 20th 
(Transcarpathian region) centuries. 

According to most historians, the name Uk-
raine was used in relation to the whole eas-
tern and western borderlands controlled by 
the Kyivan princes, from Galicia and Voly-
nia (modern Ukraine) to far-off Ryazan and 
Murom (today Russian Federation). Histo-
rically, today's Ukraine is located on the 
territory of Kievan Rus, which existed until 
the middle of the 13th century and included 

The name "Ukraine", which today is known 
as the name of the state of Ukraine and  
its territory, had a volatile use during the 
previous centuries. 

For centuries, the term Ukraine was used 
in different contexts and sometimes even 
stood for a different localization, including 
for contemporaries. Sometimes it automati-
cally expanded or it shrank simultaneously 
with the proliferation or reduction of the 
influence of the Cossacks which made the 
military-political organization with a center 
in Zaporizhzhya Sich, existing also as Het-
manate state formation.

"Ukraine" actually consists of two words: 
u and kraina, which means in/inside and 
country. This may also be interpreted as 
land inhabited by its people. This is how 
the metropolis or the ethnic lands of the 
Rusyns - the masters of the empire of Ky-
ivan Rus - was defined, without taking into 
account the colonies. That is, the Rus em-
pire minus its colonies is equal to u-kraina 
(inland). 

The point of view
Germanic languages use a comparable 
term: Inland, which is used as opposed to 
Ausland (other, alien land), home to the 
Ausländer (foreigners). This concept is also 
suggested by the Epatiiv chronicle, where 
the name Ukraine was used for the first 
time in 1187 in the story of the death of 
Pereyaslav Prince Volodymyr Hlibovych. 

various territories. After the Tatar-Mongol 
invasion of Kievan Rus, the Great state 
ceased to exist, transforming into a prin-
cipality that was part of different empires. 
 
The name Ukraina appeared on maps in 
the second half of the XVI century. One 
of the first maps mentioning Ukraine and 
Cossacks is dated 1572.

But until the 20th century, Ukraine was not 
an official name at all. It was not even the 
only label for this territory, as the land was 
divided between Austro-Hungarian and 
Russian empires.

After the proclamation of the Ukrainian 
People's Republic (1917), the Ukrainian 
(Hetman) State (1918), and the Western 
Ukrainian People's Republic (1918), the 
name Ukraine and the Ukrainian people 
were officially established. Under Soviet 
rule, Ukraine was called the Ukrainian 
Socialist Soviet Republic (1919). With the 
proclamation of Independence in 1991, 
the name Ukraine was affixed to the  
Ukrainian state.

Katerina Yevtushenko
Sales and Relationship Manager
GSS Ukraine
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Spotlight news

RO: Indeces beat records 
The Bucharest Stock Exchange (BSE) 
has reached all-time highs during the 
summer, helped by the positive deve-
lopment of the international markets 
and high dividend yields.

The progress has not been replicated 
by the liquidity, as it remained at the 
same level as in the same period of 
2018, accounting for some EUR 9 mn.
According to BSE management, the 
exchange’s efforts will continue to 
focus on increasing the investor base 
through financial education and em-
phasis on the performance of the BSE 
investments during the last years.

Local market institutions have been 
constantly working on improving the 
investment landscape according to 
best practices and EU regulations, 
with a focus on easing investors’ ac-
cess, reducing the trading & settle-
ment cost,  defending investors’ rights, 
simplifying procedures related to pri-
mary markets for equities and bonds 
and developing the market infrastruc-
ture. The significant progress reached 
in all the above-mentioned fields fol-
lowing to the reform process started in 
2014, is a good argument to support 
the classification amongst Emerging 
Markets family.

 

ROMANIAAndrei Mezdrea, Head of GSS Romania

Alternative Investment Funds legislation update

The update of the regulatory frame applicable to alternative in-
vestment funds is about to be completed. Following a number of 
changes in legislation and regulation, the AIF Law, which remains 
the last important gap in the correlation of the local regulatory 
environment with the AIFMD principles, will come into force.

The public consultation process is finalized but the AIF Law is 
presently pending for approval by the Senate. If the Law will not 

be subject to debate into the Senate until 21 September, thus being tacitly approved, it 
will be transferred for approval to the lower Chamber, which is the decisional authority 
in this domain. 

The approval of the AIF Law has been nominated as priority by FSA officials for 2019. It 
will regulate the functioning, authorization and transparency obligations of AIFs. It will also 
allow the diversification of the AIF universe, by permitting the establishment of specialized 
investment funds, e.g. dedicated to professional or retail investors, investing in private capi-
tal, social entrepreneurship, monetary instruments, real estates, etc. 

The Law will abrogate the obsolete Government Emergency Ordinance no. 32/2012 and 
the regulations specifically applicable to the Financial Investments Companies resulted from 
the mass privatization process of the 90’s (the five “SIFs”) and Fondul Proprietatea (created 
to compensate the persons whose assets were abusively confiscated during the communist 
regime), by setting a unitary frame. 

Our view
We may expect the AIF Law to find approval during the current year, thus completing the 
update of the AIF-applicable regulations. 

Fitch: Euro adoption will have net positive rating impact
 

In its recent report "Euro Adoption in CEE Countries: The Next 
Wave", Fitch Ratings agency has indicated that the euro adopti-
on in Central and Eastern European (CEE) countries would be po-
sitive for their sovereign creditworthiness. Fitch Ratings is likely to 
upgrade a sovereign's Long-Term FC Issuer Default Ratings (IDRs) 
by two notches from the country's admission to the Exchange 
Rate Mechanism (ERM II) to joining the euro.

Bulgaria formally started the ERM II process in July 2018. Fitch 
believes the Bulgarian authorities and European partners will remain committed to fina-
lizing the process by end-2019. The earliest date for euro adoption, according to Fitch 

BULGARIABiliana Stefanova, Head of GSS Bulgaria
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MARKET ROUNDUP

Spotlight news

Three seas regional index 
The CEOs of seven stock exchan-
ges, namely Poland, Czech Repu-
blic, Slovakia, Hungary, Croatia, 
Romania and Slovenia, have signed 
a letter of intent concerning the pub-
lication of a new “Three seas region 
exchange index” (CEEplus). 

The launch of the CEEEplus index 
was officially announced at the pa-
nel discussion “Development of a 
Joint Exchange Index of the Three 
Seas Region: Opportunities and Be-
nefits” at the 29th Economic Forum in 
Krynica-Zdrój. 

The CEEplus index portfolio will in-
clude more than 100 of the most 
liquid stocks of companies listed on 
the exchanges of Bratislava, Bucha-
rest, Budapest, Ljubljana, Prague, 
Warsaw and Zagreb. The Warsaw 
Stock Exchange will be responsible 
for the calculation and publication 
of the index.

Companies whose shares will be in-
cluded in the index will have to meet 
the certain liquidity criteria, such as 
an average value of trading per 
session of at least EUR 90,000 in 
six months period. The participation 
of stocks from any single country in 
the index portfolio will be capped 
at 50% (in practice, the cap applies 
only to stocks listed on GPW).

The launch of a joint exchange index 
is a step towards closer regional co-
operation, which will consequently 
make the region more attractive to 
investors, and eventually enable fas-
ter economic growth of the region.

experts, could be January 2023 assuming Bulgaria will be successful in meeting ERM II 
criteria and then the wider convergence criteria. 

According to the report, Bulgaria stands to benefit the most from euro adoption since its 
currency has a pegged exchange rate to the euro, implying that the inherent loss of inde-
pendent monetary policy would have a minimal impact on Bulgaria’s economy. Among 
the other costs of adopting the common currency, Fitch includes macro and financial risks 
from excessive capital inflows (including a potential surge in credit and asset prices), 
potential for severe deflationary pressures in situations where excessive current account 
surpluses are being unwound and the potential obligation to contribute financial support 
to other member states in the event of bail-out programmes.

The benefits on the other hand include the access to reserve currency status, which eli-
minates the risk of self-fulfilling currency crises, supports foreign demand for domestic 
financial assets and adds to fiscal and external financing flexibility, the reduction of FC-
related credit risk for "euroized" economies, access to the ECB's credible monetary policy 
framework and liquidity facilities for banks, lower transaction costs and increased trade 
and capital flows with the rest of the eurozone and additional external funding options 
for countries in distress.

Anna Lewczuk Sales & Relationship Manager, GSS Poland POLAND

Development of a new stock exchange system

The Warsaw Stock Exchange (GPW) has announced that it 
has been granted EU co-financing for research and develop-
ment work on the GPW data system by the National Centre for 
Research and Development (NCBR). 

The project, among the initiatives selected by the National 
Center, is listed as “GPW Data platform: an innovative Arti-
ficial Intelligence system supporting investment decisions on 
the capital market”. Its estimated cost stands at PLN 8.3 mn, 

including NCBR’s co-financing PLN 4.2 mn.

While building the system, GPW aims to use machine learning and artificial intelligence. 
Its objective is to introduce electronic reporting standards in the Inline eXtensible Busi-
ness Reporting Language (iXBRL), automation of access to and analysis of market data 
and developing investors’ proprietary trading algorithms based on artificial intelligence.
The project will be initiated later this year, firstly focusing on the development of financi-
al reporting models compliant with the applicable electronic reporting standards. It will 
then move on to creation of the reporting system and development of investing tools. The 
system is planned to be rolled out in the second half of 2021.

Our view
It is good news that GPW is trying to keep up with the pace of the changing environment. 
The project is one of the #GPW2022 strategic initiatives and is expected to play a crucial part 
in GPW Group’s revenue diversification.
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Where did you start your professional 
career? 
My first work experience – and highly be-
neficial note in my CV – was collected at 
the British Council. It turned out that all 
my future employers acknowledged it du-
ring interviews. 

Being a first-year university student, I 
started to work for American pharmaceu-
tical company Pfizer, where I spent a few 
perfect learning years. But then a univer-
sity course called Investments seduced 
me and persuaded me to move to the fi-
nancial market, which was then showing 
enormous growth. In 2006 I joined Raiff-
eisen Bank Aval, shortly after it had been 
purchased by the Raiffeisen Group. I 
came straight to the Custody team as a 
relationship manager. At the time, lots of 
the processes and products had to be 
rebuilt to operate in a more effective 
manner, oriented towards an absolutely 
new group of clients. 

This summer, after a period of 8 years at 
another custodian bank, I rejoined Raiff-
eisen Bank Aval's Custody team as a re-
lationship manager.

What do you like about your job? And 
what do you find challenging?
End of the working day, and vacation! 
Just joking to cover up the truth. 
The opportunity to communicate with 
people, I guess, is the biggest benefit for 
me. As a relationship manager I interact 
with clients a lot, and I admit that I am 

HAVE YOU MET

lucky meeting only interesting and ple-
asant people; even demanding clients 
usually turn out to be sociable human 
beings. Since our clients are real profes-
sionals and extremely knowledgeable 
and experienced in what they do, busi-
ness meetings very often turn into active 
and instructive sessions. 

I believe the most important aspect of our 
job are the colleagues – people with 
whom you spend much more time than 
with your family. We have a great team 
here at GSS, always ready to support, 
explain and laugh together.

The most challenging part is to professio-
nally smooth out all the inconveniences 
that come with the constantly changing 
regulations, requirements and rules. 

The special spirit of an  
office location

How do you spend your spare time?
My leisure time is always connected with 
obtaining some new insights: informati-
on, experience, emotions. During the 
warm season it is such a pleasure to 
spend your time with close people while 
travelling, enjoying nature, architecture, 
new amazing places. Reading at home, 
going to the cinema and to museums fits 
well into the cold season. Though, still 
nothing can substitute snow creaking un-
der the feet, playing snowballs, skiing 
and enjoying fresh winter air somewhere 
high up in the mountains.

What is your favorite place in your city?
I cherish all the places in the city where I 
was born and live. But the hills of Kyiv’s 
historic center are really amazing, they 
have special spirit which I can feel only 
here. Plus: our office is situated in this 
area, which is a great benefit! 

Katherine Yevtushenko, Sales and Relationship Manager at GSS Ukraine,  
gives an insight into her profession.
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PHOTO OF THE MONTH 
by Attila Szalay-Berzeviczy
 

 75th anniversary of Operation Market Garden.
Arnheim/Netherlands – 17 September 2014

In the morning of 17 September 1944, three divisions of the First Allied Airborne Army began flying from bases in England to  
Nazi-occupied Holland to be dropped by parachute around Arnheim and Nijmegen in order to seize key territory and bridges  
so that ground forces could cross the Rhine.
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