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Value in production
Bulgaria is extraordinary in many ways: it
is among the European countries with the
lowest public indebtedness and a budget
surplus ranking among the top three, and it
has been showing robust growth over the
last few years. Its cost structure makes it
one of the top destinations for industrial
outsourcing, which is underpinned by
Volkswagen’s decision to include Bulgaria
in the short list of potential new production
sites.
The lev, Bulgaria’s currency that has been
pegged to the euro and previously the
Deutsche Mark, may soon be replaced by
the common currency, as we are reporting
in this publication. Rumor has it that the Bulgarian version of the euro coin will picture
the Madara Rider, a huge medieval rock
relief showing a horseman killing a lion.
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There is a touch of irony in the fact that
the term “lev” means “lion” in ancient
Bulgarian…
We are pleased to offer our readers
interviews with two influential personalities
from the Bulgarian capital market. Ivan
Takev, CEO of the Bulgarian Stock
Exchange, identifies new listings on the
horizon. At the same time, the infrastructure is constantly being optimized, as
Vasil Golemanski, CEO of the CDAD,
emphasizes. All of this is good news for
SEE Link, the platform of South-East European stock exchanges.
Kind regards,
Attila Szalay-Berzeviczy
Executive Director
Head of Group Securities Services
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AT A GLANCE

BULGARIA
On the way to
the euro
Entry into the exchange rate mechanism
(ERM II) and the euro area has been an
idea of the Bulgarian political leadership
since the country’s EU accession in 2007. It
is coming closer.
Bulgaria’s currency has been maintaining
a fixed exchange rate to the Deutsche
mark since 1997 within the framework of
its Currency board, later re-pegged to the
euro after its introduction in 1999. In fact,
Bulgaria was taking all euro risks for the
last 20 years, without being able to participate in the euro area’s benefits (e.g. lender
of last resort, low rates, etc.). Yet, despite
the current practical euroization of the economy and the fulfillment of the Maastricht
criteria as confirmed by the latest three
ECB/EC Convergence Reports, the lack of
progress in the negotiations for entry into
ERM II was until recently attributed mainly
to the stalled structural reforms (judiciary,
energy sector, health care, education) and
the widespread corruption in the country.

Formal application
Following the end of country’s Presidency
of the EU Council in June 2018, Bulgaria
submitted a formal request to enter into
ERM II taking a number of commitments
in policy areas such as banking supervision, tackling other financial sector issues
and strengthening institutional quality and
governance. The European Commission
put forward a mandatory prerequisite for
its acceptance into the ERM II, namely
Bulgaria’s entrance into the Banking Union.
In line with this agreement Bulgaria
officially requested a close co-operation
with the European Central Bank (ECB). This
implies that Bulgaria will simultaneously
join ERM II and Banking Union. The government came up with an action plan and
began to implement reforms to strengthen
financial sector and to improve the work
of institutions under the supervision of the
European Commission and the ECB.
Many of the steps in the government’s plan
regarding adoption of banking legislation
have already been fulfilled, while others
are currently being addressed, i.e. improving of the insolvency framework, introduction of borrower-based macro-prudential
tools into the Law on Credit Institutions, revising and aligning the legislation on State
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owned enterprises with the OECD Guidelines
on Corporate Governance, adopting a
draft law transposing the Fifth Anti-money
laundering Directive.
An asset quality review (AQR) of 6 Bulgarian banks, currently being carried out by
the ECB, will be finished by July. Most likely, the results of the AQR will be the core
factor in the decision for acceptance of
Bulgaria into the Banking Union. The ECB
is expected to conclude its comprehensive
assessment within approximately one year
after Bulgaria's formal application for entering the Banking Union. Within a period of
6 to 12 months, if the ECB approves the implementation of close cooperation and Bulgaria meets the additional commitments,
Member States have committed to support
Bulgaria’s ambitions to enter the ERM II –
the first step to the adoption of the euro as
a national currency, in 2022 at the earliest.
Undoubtedly, despite the justified current
speculations about the future of the euro,
joining the eurozone will be a positive
move for Bulgaria.
Emil S. Kalchev
Financial Analyst
Raiffeisenbank (Bulgaria) EAD
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TALKING POINT

Building a better and more efficient
capital market
The Bulgarian primary market is more active than ever before. Ivan Takev, CEO of the Bulgarian Stock Exchange (BSE), is
confident to see more public offerings this year.

Mr. Takev, what is moving the Bulgarian
capital market at the moment?
Despite the low trading volumes over the
past couple of years, I see a lot of positive signs around. For instance, local capital markets proved they could really be
an effective capital raising mechanism for
private companies. In mid-2018 we had
the second largest IPO in our history. A
major food producer was bold enough to
reach out for funding through local capital
markets and proved to be successful. More
than 1,000 retail and institutional investors
took part in the IPO and helped the company expand its business. It is now the fourth
largest company in terms of market cap
and recently joined our main index, SOFIX.
Secondary offerings through local capital
markets have also been substantial for the
past couple of years and in each of them
it surpassed the previous five years com-

bined. We expect this trend to continue in
2019 as some large SPOs are already underway.
And it is not just that. Other, predominantly
small-sized private businesses already announced plans to go public. Most of them
may be still in their early years but have
quite innovative products and are expected
to grow in a very dynamic way. These companies have been created from scratch and
are run by open-minded managers who
wish to explore every opportunity. That is
a clear evidence that the stock exchange
has remained in focus regardless of the
dominant position of bank lending. This is
particularly encouraging as it will help us
in our mission over the years to transform
the market and create a reputation of a trading venue where this new breed of listed
companies belongs to.
What do you consider to be the biggest
achievements for BSE lately?
Our most recent achievement was the regulatory approval of our new SME Growth
Market, called BEAM. It went live in the
last days of 2018 and we have already
accepted our first advisor. Although it is
quite early for the first listing application
to be filed with us, the news provoked significant interest from the private sector. We
will try to promote the market as much as
we can since it packs some significant reliefs
for companies that need financing but due
to its nature, the market is still relatively
unknown.
Together with our government we also managed to arrange a mechanism for smaller
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companies that plan to go public to cover
their listing costs via EU structural funds. Of
course, one cannot reasonably expect that
a company will make an IPO just because
its costs will be compensated but this scheme comes as a nice addition to any business that has already decided to make that
step. It is also worth mentioning that similar incentives for small- and medium-sized
enterprises are currently discussed on EU
level as a part of the Capital Markets Union implementation measures. In this sense,
Bulgaria has already achieved something
that the others consider positive but have
not introduced it yet.
Are there still any obstacles for the capital
market?
Regulation, undoubtedly. The financial sector has been overwhelmed with so much
regulation which is step by step bringing
everyone to the point where it is an utmost
effort to operate in a sustainable manner.
This is especially true for smaller trading
venues where compliance costs have
skyrocketed in relative terms. Regulation is

by no means a bad thing but should be
applied proportionally.

foreign investors and make them seek opportunities elsewhere.

What do you see as a potential for
strengthening BSE’s role in further developing the local capital market?
BSE has a pivotal role in building a
better and more efficient capital market
in Bulgaria. We fully realize that fact and
we are quite happy to be a driving force.
Strengthening the market, however, requires combined efforts of all stakeholders: regulator, brokers, banks, listed companies.
If the investment community is not united in
achieving its common goals, even modest
results will be beyond anyone’s isolated efforts. For example, if we were not supported in promoting our SME Growth market
by our advisors (which are supposed to get
private businesses closer to what it means
to be a listed company), probably it would
not be as successful as it could be.

What are the mid-term priorities for BSE
and how do you see the Bulgarian capital
market in the next 2-3 years?
Our main priority over the years will be to
position ourselves as an active supporter
of private businesses from their early years and remain as a partner as they grow.
That is why we created the SME Growth
Market, which is an ideal tool for a
smaller company to raise money and make
its transition to the regulated market in a
few years’ time.

What can be done to attract more foreign
investors?
Foreign investors will come once local investors get more active. There must be some
critical mass so we can reasonably expect
that international investors will turn an eye
on us. Because of their size, the markets in
South East Europe are not that investable
as foreign investors typically come with larger tickets that are difficult to be filled. We
need to grow our markets, help our listed
companies develop their businesses so that
at one point we will start seeing more capital inflows from abroad.
What we also have make sure that there
are no barriers for cross-border investments. We need to streamline all market
practices with the developed world and offer a similar “investing experience”. Some
may be beyond our immediate reach like
taxation and currency regimes but even if
minor hurdles exist, these may discourage
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We have gone even earlier in a company’s
lifecycle by providing an opportunity to raise up to EUR 1 mn without a prospectus
for public offering. In doing so, we plan
to partner with private equity and venture
capital firms. Lastly, once it becomes completely clear how crowdfunding platforms
will be regulated in the EU, we will delve
deeper into this.
Are there any activities around
blockchain?
The proliferation of blockchain technology
is a fact that pre-determines our efforts in
the next years. I believe traditional financial instruments will coexist with the new
digital assets and they even may be interchangeable. This provides a great opportunity for stock exchanges to benefit from the
technology and everything that it packs:
simplicity, easier access from investors,
lower transaction costs and disintermediation.
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Listening to the clients
Vasil Golemanski, CEO of the Central Depository AD (CDAD), told GSS Press about the numerous initiatives
to improve the market infrastructure.

Mr. Golemanski, looking back, what were
the biggest achievements of CDAD in the
last few years?
First of all, I would like to mention the
fact that the Central Depository has been
licensed as a securities depository according to EC Regulation 909/2014. The
Central Depository was granted the license
by the Financial Supervision Commission
in September 2018. This was the result of
more than two years of focused preparation of the rules and procedures and the
internal organization at the CDAD in order
to meet all the requirements stipulated by
the regulation. It should be noted that by
that date the Central Depository was the
fifth EU depository to be licensed.
Moreover, we have finalized a number of
projects worth mentioning. We managed
to gain access to the European payment
system TARGET2 with a status of an ancillary system. This project was very important

to the Central Depository since its completion offered the Bulgarian market the possibility for euro settlement. It also opened
the doors of the CDAD to other markets,
fostering direct relations with other depositories in the EU.
Another project successfully accomplished
was the establishment of a connection with
the Bulgarian National Bank – the depository for government securities. This allowed
the Central Depository to safekeep government securities in its register for its clients
and to perform settlement of government
securities between market participants.
This is an important step in the promotion
of government securities as a tool for investing for a wider range of market participants.
The CDAD also launched a new service
We introduced an Internet-based system
for holding general meetings called EPOS.

The platform allows each shareholder to
actively and fully participate in general
meetings via the Internet. EPOS also supports proxy voting –something that many
foreign investors and global custodians
wanted to see on our market.
Recently, the CDAD has significantly improved its infrastructure. What are the next
initiatives on your list?
The Central Depository consistently follows
all regulatory requirements of European
and Bulgarian legislation in the field of financial instrument markets and is keen to
keep up in technical terms too.
The opinion of our clients – investment
intermediaries, banks and others – does
matter to us. It is important to meet their expectations in respect of quality and range
of services. This is the reason why we con-
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tinuously strive to improve the infrastructure
– software and hardware – and ultimately
the services we provide. Eager to respond
by implementing best international practices, we have finalized our initiative for the
notification of corporate actions of public
companies through the CDAD system.
Another important initiative is the single
entry point project…
This project, funded by the European Commission, includes the three institutions: the
Bulgarian Stock Exchange, the CDAD and
the regulator, i.e., the Financial Supervision Commission (FSC). The main aim of this
project is to create a single point of entry
for all users of the services provided by
three institutions, while managing the document flow generated between them. This
will allow for a dramatic reduction of the
administrative burden on consumers and
financial market participants.

What are the strategic priorities that you
have identified for the Central Depository?
The CDAD has to comply with all changes
in European legislation and at the same
time broaden the range of services offered.
The strategic goals in the coming years
are the establishment and licensing of a
fully functional clearing system and as a
first step the provision of such services on
the Bulgarian market by a European clearing house through the Central Depository

System. This would allow the Bulgarian
capital market to develop different financial products, for example derivatives of
financial products such as energy and
commodities.
Another important goal is to join TARGET
2 Securities. This would enable the Central
Depository to participate in the European
financial instrument settlement at a very
affordable and competitive price for Bulgarian customers.

Finally, we are currently working on a project to receive accreditation from GLEIF
(Global Legal Entity Identifier Foundation),
which will allow the Central Depository to
become a local issuer of LEI codes for Bulgarian legal entities.
How would you describe the regional cooperation in south-east Europe from the
perspective of the Bulgarian Central Depository?
The CDAD maintains active relationships
with our colleagues from the central depositaries in the Balkans. One of the main
goals of this collaboration is to adopt a
solution for clearing and settlement of transactions executed through the SeeLink platform.
Our view is that none of the Balkan markets
is large enough and individually none of
them are as attractive as a common capital
market would have been. That is why mutual co-operation and the securing of a unified access to capital markets in the region
for foreign investors is necessary.
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Mensur Hodžic,

Head of GSS Croatia

CROATIA

SLOVENIA

Zagreb and Ljubljana Stock Exchange held their
first presentation in the U.S.
The joint event held at the NASDAQ premises, the world's second largest stock exchange, met exceptionally good response
from US-based investors. This was the first time that Croatian
and Slovenian stock exchanges have organized an investor
conference outside Europe.

Spotlight news
RS: New SC Chairman
Marko Janković was appointed new
Chairman of the Securities Commission by the Serbian Parliament
in April. His mandate will run until
November 2021.

Among the participating issuers were AD Plastik, Arena Hospitality Group, Atlantic Grupa, Podravka and Valamar Riviera
from Croatia and Krka, Petrol and Triglav Group from Slovenia.
Soon the Ljubljana and Zagreb Stock Exchanges will be hosting the 6th Slovenia and
Croatia Investor Days in Zagreb. The event has become a traditional event taking place
every year in May and offering investors one-on-one meetings with blue chip companies. The main goal of the event is to facilitate Slovenian and Croatian listed companies access to local and international investors and, thus, strengthen their visibility and
liquidity.
Zagreb and Ljubljana Stock Exchange will continue their individual and joint activities
in order to increase investors’ interest in their capital markets and strengthen the confidence of domestic and foreign investors.

Mensur Hodžic,

Head of GSS Croatia

MONTENEGRO

Montenegro taps the bond market
The Montenegrin government made a decision to issue new bonds in order to obtain
funds for financing the country's budget for 2019.
The offering will address local investors, with right to purchase for domestic and foreign
legal entities, as well as citizens. The issue will include two tranches with a nominal
value of 1,000.00 EUR per bond.

Our view
The idea of issuing new edition locally with a lower nominal value is to bring closer such
a type of investments to the citizens. It should encourage them to redirect domestic funds
into an investment for which the state is a guarantor.
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Ivana Novakovic,
´

Head of GSS Serbia

SERBIA

Updated index calculation
In an effort to stimulate trading activity and efficiency, the Belgrade Stock Exchange decided to change the method of trading for all securities included in the MTP Belex. The index calculation will be altered from single price to continuous trading.
More than 500 individual instruments are quoted in the continuous trading segment at the moment.

Our view
The changed method will significantly improve the price discovery mechanism. Fair market
prices as well as price fluctuations will be reduced as a measure of market instability.

BEHIND THE SCENES

Best Emerging Market Relationship Management & Client Service for Europe
RBI’s Group Securities Services (GSS) business line receives the prestigious award
from the Global Custodian.
In March, the magazine honored the
best performers from its customer surveys
conducted throughout 2018 along with
editors’ choice, innovation and network
management categories. We are very
proud that we have been selected Best
Emerging Market Relationship Management & Client Service for Europe by the
Global Custodian. As this award is based
on real customer feedback – collected
by the magazine’s editors via a series of
client surveys – it represents our clients’
appreciation of our services.
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The acknowledgement not only reflects
on the Relationship Management team
but on each and everyone within the GSS
business line at RBI in Vienna and the network banks contributing to client servicing
without whom the Relationship Managers
could not provide such outstanding services to the clients.
Last year, RBI received an award for “Innovation in Securities Services” for its
groundbreaking direct market access to
10 CSDs (Central Securities Depositories)
in CEE.
Bettina Janoschek
Head of GSS Sales and Relationship
Management
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All European eyes on Bulgaria
Following the Presidency of the Council of
the European Union during the first half of
2018, Bulgaria is in the limelight again. Plovdiv, symbolic of the country’s history, is holding the title of European Capital of Culture.
The origin of the Bulgarians according to
the Encyclopedia Britannica is still a matter
of academic dispute especially in relation to the Bulgars, one of the three ethnic
groups together with the Thracians and
Slavs, that formed the Bulgarian nation.
Slavic tribes settled in the eastern part of
the Balkan Peninsula in the 6th century BC,
and are believed to have assimilated to
a large extent the local Thracian culture,
which had roots in the 4th century BC.
The name Bulgars appears for the first time
in sources dated around the 5th century,
when they settled north of the Black Sea.
In 681 the Bulgars established the First Bulgarian Empire which was officially recognized by the Byzantine Empire. During that
period Bulgaria’s ethnically and culturally
diverse people united under a common religion, language and alphabet which formed and preserved the Bulgarian national
consciousness.
Linguistic significance
Bulgarian, a South Slavic language, was
the first within the language family with
written evidence. The Bulgarian alphabet
was developed during the 9th century AD
at the Preslav Literary School in the First
Bulgarian Empire by the two brothers St.
Cyril and St. Methodius – both Christian
theologians and missionaries.

In its earlier form it was known as Glagolitic, later as Cyrillic alphabet, based
on Greek characters. Cyrillic was the first
alphabet used to transcribe Old Church
Slavonic (or Old Bulgarian) language. It
also served as a basis of alphabets used
in various contemporary languages, especially those of Orthodox Slavic origin. It is
estimated that 250 mn people across Eurasia use Cyrillic as the official alphabet
for their national languages.
With the accession of Bulgaria to the European Union on 1 January 2007, Cyrillic
became the third official script of the European Union, following Latin and Greek.
Plovdiv – European Capital of Culture 2019
Together with Matera, Italy, Bulgaria’s
second largest city is representing the European Capital of culture. The year-long
celebrations will be marked by 500 festivals, exhibitions, performances, shows
and much more. Plovdiv has a rich history,
since pretty much every empire from the
Persians to the Romans and the Turks has
set its foot on this land. The city, known for
its abundance of cultural events, is home

of numerous museums, art, galleries and
cultural institutions.
Originally situated on seven hills, the ancient and medieval Plovdiv combines millennial old ruins with mansions from the 19th
century. The well-preserved 2nd-century
Roman Theater is one of the finest archeological sites in Eastern Europe, while the
cobbled Old Town, with its colorful houses and warren-like streets, is perfect for
a Sunday stroll.
There are more than 200 archaeological
sites in Plovdiv, 30 of which are of national
importance. Not to be missed are the sparse ruins of Eumolpias, a Thracian settlement in 5000 BC, the Dzhumaya Mosque,
one of the oldest Ottoman religious buildings on the Balkan Peninsula, the Roman
Odeon, once the seat of the city council
and the Roman Forum Philippopolis, both
constructed at the end of the 1st century AD
during the reign of Emperor Vespasian, the
ancient peristyle house – Eirene residence
– with its lavish mosaic floors built in the
middle of the 3rd century AD.
Emilia Atanassova
GSS Sales & Relationship Management
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Strong team – tangible results
Alexander Stoyanov, Head of the Markets and Investment Banking Back Office Department at Raiffeisenbank Bulgaria,
gives an insight into his profession
Where did you start your professional
career?
21 years ago, after graduating in Finance at
the University of National and World Economy in Sofia, my first job was at the Bulgarian National Bank (BNB). After spending
almost four years in the secondary market
of the Government Securities Department,
I was invited to join Raiffeisenbank’s back
office unit. I literally went through all positions there. Currently I am managing the
department responsible for processing securities deals, settlement and safekeeping,
corporate actions, income collection, fund
administration, FX, derivatives and MM
deals, deals with precious metals, regulatory reporting, brokerage and investment
banking administration etc.
This year I was elected First Chairman of the
Committee of Users of the BNB’s System for
Registration and Settlement of Government
Securities (ESROT).
What do you like about your job? And
what do you find challenging?
My occupation at the Bulgarian National
Bank was extremely challenging, since during those years it was a pretty conservative
organization. I am proud to have contributed to changing the status quo by improving
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collaboration between the different departments within the division as well as external
communications with commercial banks. At
that time the primary and secondary market
in government securities was really dynamic
and I am glad that I had the opportunity to
participate in the development of the ESROT
system.
Over the years, here at Raiffeisenbank I
have built a great team that consists of strongly motivated and highly skilled professionals. Together we can face all kinds of issues and situations with great confidence.
Our responsibilities cover a wide range of
business fields, which makes our jobs challenging and interesting.
How do you spend your spare time?
I like to spend my free time with my family.
Every winter we go skiing together and in the
summer we head to the sea. Moreover, we
aim to travel every year to an interesting destination abroad. I also like travelling with
friends in Bulgaria, to enjoy our unique nature and interesting places. Last but not least,
I am a huge sports fan and love to watch
football, ski, Formula 1 and other sports.
Which challenges ahead do you see for
Group Securities Services?

Our business has become extremely regulated. In the last few years many European
directives were issued, which led to lots of
changes in the local legislation, most of
which came with a quite big delay while
others were pretty unsuitable for the local
market. All of this resulted in a significant
change in our business organization, and it
inflated reporting and IT investments.
What is your favorite place in your city?
I love Sofia. I was born here and my children too. I love strolling through our parks,
where I played as a kid. I also feel great
when I have a chance to walk around the
small ancient streets in the center and enjoy
a delicious pizza and beer or wine with my
friends.
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ATTILA‘S PHOTO BLOG

PHOTO OF THE MONTH

by Attila Szalay-Berzeviczy

Mozambique’s stunning landscape. In April it was hit by a tropical storm of unprecedented power.
January 2018
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