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Magnetic field
Thanks to their location, the Western Balkan
countries have found themselves in the focus
of interest of many major powers throughout
history. Today, it is the likes of China, Turkey,
Russia, the United States and the EU that are
keen to establish their influence in this region.

Ivan Steriev, emphasizes in an interview he
gave this publication. And SEE link continues to grow: The Montenegro Stock Exchange is ready to join the platform in due
course, as GSS Press learned from talking to
CEO Goran Maksimović.

We are examining Montenegro and FYR
Macedonia in this issue of GSS Press, not
only because some of our readers might not
have made up their minds on their summer
vacation yet. These two markets have been
in our GSS offer for many years and we are
pleased to seem them widen their scopes.

Both trading places are undertaking a lot to
broaden their investor base and the number
of issuers. Their successful efforts in bringing
the respective legislation to international
standards will support this endeavor.

The Macedonian Stock Exchange has been
a founding member of SEE link, the platform
of regional stock exchanges, as its CEO,
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Kind regards,
Attila Szalay-Berzeviczy
Executive Director
Head of Group Securities Services
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AT A GLANCE

MACEDONIA
MONTENEGRO
Magnetic field
“Western Balkans” may be an artificial
term, but the aspirations of the European Union to boost regional cooperation
among the Western Balkan countries and
their European integration are real.
Participants of the latest Western Balkans
summit in Sofia mid-May included the leaders from the 6 Western Balkans partners:
Albania, Bosnia and Herzegovina, Serbia,
Montenegro, the Former Yugoslav Republic of Macedonia and Kosovo. Supportive
perspectives are gaining importance in fending off geopolitical interests from various
sides, all of which bear a distinct tendency
towards disintegration of this region.
In trade, however, the EU is still by far the
largest economic partner of the region
overall. It accounts for an average of 60%
of total FDI across the six countries. In the
international exchange of goods it is also
60% of exports that go to the EU. Russia,
Turkey and China play minor roles altogether (source: wiiw), although, recently
China has been showing more and more
interest in this region by competing (and
often winning) major infrastructure projects
(i.e. construction).
Kotor, Montenegro

Claiming the name
One of the predominating questions throughout the so-called Berlin Process, the EU led
platform dedicated to the Western Balkans,
has been the naming of the FYR Macedonia. From the beginning of its existence as
an independent state, the country has been
confronted with animosity from neighboring Greece, who claims to possess that
name too. In addition to that, the row over
the nationality of Alexander the Great has
dampened the mood.
Recent rapprochements, though, give reason to hope for a solution in both areas, which would significantly improve
Macedonia’s position regarding EU accession. A potential NATO membership is also
linked to solving those questions.
A recent government change triggered positive momentum on the market, so hopefully “sunny” days are ahead for Macedonia.

At RBI GSS we have been covering the
Macedonian stock market in co-operation
with our partner Komercijalna banka.
Who will be finishing first?
Montenegro, being the most developed of
all Western Balkan countries, seems in the
position to be the first to enter the EU as well
as NATO.
The country located by the southern Adriatic Sea is comparable with Macedonia in
being a small, open economy entertaining
close relationships with the larger neighbor
Serbia. RBI GSS actively covers the Montenegrin market through NLB Podgorica as
our co-operation partner.
Waiting room…
15 years down the road from the promise
made in Thessaloniki, the Western Balkans
are ironically referred to as the EU’s waiting room. Hopes for a fast EU accession
have oftentimes been deceived, which has
worn out the enthusiasm among the population.
Yet, things are slowly moving in the right
direction and an integration of the Western
Balkans, in one way or another, seems inevitable. In the end, going with one partner
potentially means losing track with another,
so many rationales have to be taken into
consideration.
Mensur Hodžić
Head of GSS Croatia
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AT A GLANCE

The 19th Macedonian Stock Exchange Conference
In May, the local capital market met in Ohrid for the annual Macedonian
Stock Exchange conference. This key industry event took place in a very
positive spirit.
Domestic and international experts examined the current macroeconomic
trends and discussed future expectations. Macedonian Minister of Finance
Dragen Tevdovski was present at the event, which was much appreciated
by the participants.
In his opening remarks, Ivan Steriev, President of the Board of MSE, highlighted the positive momentum on the local stock market (pictured right). He
pointed out that the first quarter of 2018 was the best quarter within the
last decade.
Few international investors
Although things are improving in Macedonia, the participation of foreign
investors on the market (excluding block transactions) is exceptionally low.
Taking into account that the price increases are mainly triggered by domestic retail investors, it cannot be sufficient for long term stability and market
growth. Moreover, volumes are still extremely low.
The main reasons for the absence of international investors are the missing
depth of the market, poor accessibility and a lack of good companies to
invest in.
As all Western Balkan markets are rather small, foreign investors usually
don't enter specific countries but look at the whole region as one market.
As a result, the supply side would be well advised to start thinking that way
as well.
We hope that any possible measures will be taken to make their markets
more attractive for investors from abroad to the benefit of all sides.
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TALKING POINT

Assembling a new marketplace
Gojko Maksimović, CEO of the Montenegro Stock Exchange (MNSE), sees a lot of opportunities coming up
in the next few years. GSS Press spoke with him about recent developments.

Mr. Maksimović, could you please describe
how the current business environment
reflects on Montenegro Stock Exchange?
I think that the business environment in Montenegro is better compared to a few years
ago. This can be concluded from the Doing
business report and our progress in the respective rankings. Having in mind the progress in the EU negotiations and our NATOmembership since last year, I would argue
that our economy has improved its position.
We hope that the favorable condition of the
general economy will spill over to the capital market. For now, I may confirm that this
mood has already contributed to a cleaning
process within the market, kicking out dysfunctional companies, intermediaries and
financial products. With a bigger and more
solid economy we hope to bring the capital
market closer to the people and to the companies. Looking at the increasing amount
of bank savings against an environment of
low interest rates, we believe that the capital
market could be an alternative for citizens
as well as for companies.
That said, we need additional products and
issuers in order to attract new investors. Taking into account that our financial system is
mainly based on bank financing, I hope that
banks will find interest in transferring corporate debt to the market via bonds or shares.
According to your presumptions, how will
the new Capital Market Act reflect on the
capital market in Montenegro?
We look forward to the Capital Market Act,
which will be completed in accordance with
EU legislation. It could bring new participants to our market and I hope that it will
open a new page in the capital market of
Montenegro.
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Unfortunately, the new law in the first place
will reduce the number of investment companies because they will be forced to have
a strong capital base. For small players it
will be next to impossible to comply with all
the requirements. On the other hand, I expect improvements in transparency and corporate governance. Also, I hope that more
banks will approach the capital market and
create one-stop-services for their clients.
With the introduction of the new regulations, the MNSE will become a multilateral
trading platform. What will be the impact
on trading activities?
With the new Capital Market Act, the Montenegro Stock Exchange will become the operator of the regulated market and the MTP
segment. The latter could be interesting when
it comes to developing a market for small
and medium enterprises in Montenegro.
Moreover, we think that this law will give us
the opportunity to create an OTP market for
some non-standard exchange products such
as electricity, FX, ETF and CFD. In that sense
we could become the single place for all trading instruments and assets in Montenegro.
Another effect of the new legislation will be
a better protection of investor rights. Based
on improved rules I hope that we can welcome international participants on the market, which will increase the liquidity.
Do you expect any fee increase at MNSE?
No, in the near term we are not planning to
raise the cost of our services.
What are the current initiatives on the Stock
Exchange?
Our intention is to make the MNSE a small
but powerful exchange offering different

market segments for a significant line of
financial products.
Soon we will become part of the regional
platform SEE Link, which will open a new
investor base and connect our market to the
region.
On top of that, we are in the process of becoming partners of Funderbeam, a crowdfunding platform which might offer solutions
for Montenegrin start-ups.
Where do you see the Montenegrin market
in the next few years?
We at MNSE have plans for strategic development, based on a sound capital base.
So, we hope that we will meet understanding and support from Government side
which could certainly play a major role in
the future development of capital market in
Montenegro.

4

TALKING POINT

BEST performer
2018 started with the best quarter in the last decade on the Macedonian Stock Exchange, both in terms of total turnover
and of trading volume. The stock exchange’s CEO, Ivan Steriev, explains the reasons for GSS Press.

Mr. Steriev, the yields achieved on the
Macedonian Stock Exchange in the last
months were favorable. Do you think that
the stock market reflects the real state of
the Macedonian economy?
Our market performance in the first four
months of 2018, analyzed historically and
comparatively, is more than good, with
around EUR 82 mn total turnover on all
market segments. For the entire 2017, for
illustration, this figure was around 77 mn.
Besides, the block trades, which account for
around 70% of the turnover, trading in shares and bonds in our trading system (BEST)
increased as well (41% and 210% respectively compared to the previous quarter).
The average daily turnover in BEST is over
EUR 300.000 and the average number of
transactions is close to 100 per day.
Moreover, the price level continues to increase – our main index MBI10 is up about
16% YTD, after last year's annual rise of
over 18%. The total profits of listed companies, based on reported unaudited annual
accounts, grew by over 6% and amounted
to approximately EUR 196 mn.
Yet, there was no strong correlation between
the stock market and the performance of the
overall economy. Many big and profitable
companies are not listed, especially those
which are foreign-owned.
One of the drivers of the current market performance has been the heavy weighting of
bank stocks, a sector which operates successfully. Macedonia counts the biggest
number of listed banks in the region. In
addition to that, the stock exchange offers
several well-established companies from
other industries with a strong domestic or
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even regional position. Among them are
pharmaceuticals, construction, telecommunications and tourism.
Investors, however, are mainly interested in
companies that form part of the MBI 10 index, which is composed of 10 companies
with 5 of them being banks.
In your opinion, is there any room for more
growth or have we reached the end of the
cycle?
It is always difficult to define the current positioning point of a market cycle. Especially,
if you ask the management of the market
operator.
The length of a particular price pattern created on one market is always a complex topic, both from a practical and a theoretical
standpoint. However, having in mind the recent market performance at our exchange,
the logical question as to whether this is a
sustainable trend arises.

In any event, we are now witnessing a good
combination of positive factors that are obviously strongly affecting the market dynamics: a quite favorable market sentiment, a
relatively long duration of continuous price
growth, a strong performance of the major
listed companies, increased volumes in the
most liquid stocks and a repositioning of
investors, the seasonal effect of shareholders meetings and dividend payment, low
interest rates, increased expectations for a
breakthrough in the Euro-Atlantic integration
of our country, the announced legal extension of the mandatory listing program, to
name the most important points.
At the recent Stock Exchange Conference
you mentioned that market growth is
generated mostly by domestic investors.
Do you think the size and depth of the
Macedonian market poses a problem for
foreign investors?
In the last few years the share of foreign
portfolio investors in the buy-side of the
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turnover has been between 8% and 11%.
During the first months of 2018 this percentage, on average, was even lower. This is
clearly different from the boom period one
decade ago when the main market drivers
were foreigners, mainly from Slovenia and
Croatia.
The significant price correction that occurred afterwards made these investors exit our
market or simply hold their positions. As a
consequence, investors from these regional
EU markets are still very conservative in
their approach.
So, it is not only the size and the depth of
the market – these are always liming factors
for small markets – but also the visibility, the
risk perception and the assessment of appropriate timing.
On the other hand, this once again shows
that our market needs the return of foreign
portfolio investors as a catalyst for more stable dynamics. Therefore, we have repeatedly emphasized our priority to be the various
forms of institutional networking with other
regional markets.
Considering this, we have played a very important role in creating the regional SEE Link
order routing platform, gathering currently
seven markets from our region.
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What can be done to attract more foreign
investors?
At the end of 2017, the Capital Market Development Council (CMDC) was established
in the Republic of Macedonia. We hope
that this will allow for far easier and more
efficient mobilization of all relevant institutions and private market players to support
activities aimed at sustainable development
of the national capital market.
There are a few areas on which this body
will focus – legislation, taxation, pension
system, improving the market supply and
demand, corporate governance, promotion, financial education etc. These activities
will not be directed exclusively to attracting
foreign portfolio investors, but to anything
to improve the market ambiance, organization and practice will indirectly mean bigger
likelihood for having more foreign investors
trading and investing at our exchange.

tory listing on the MSE for an additional two
years. We have welcomed this nonconventional measure as experience showed that this
increased transparency and quality of public
reporting of the companies and contribute for
more informed investments decision.
Also, the new legislation affects our Central
Securities Depository. Having in mind the
need for improving the post-trade crossborder practice in the region, it is very important that now it is legally possible for our
CSD to connect with foreign depositories
and/or settlement institutions for clearing
and settling cross-border trades.

We believe in this project. Coming back to
your question, the scope of activities in the
area of cross-border settlement will be especially important.

How do you see the future of the Macedonian market in the medium term?
We are aware that we cannot directly influence many developments that affect the
market. Hence, the MSE will primarily focus
on providing efficient and modern services
to all market participants, with an emphasis
on the maximum possible use of new technologies and effective implementation of its
basic function of connecting supply and demand and the pricing.

A new Law on securities has been adopted.
How does it affect the Macedonian stock
market?
The latest changes in the Securities Law,
among other things, extended the manda-

At the same time, the MSE will be always
ready to assist issuers who decide to finance
their growth via the capital market. This encompasses expanding its services to smaller
companies including start-ups.
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Bogdana Yefremova,

Head of GSS Ukraine

UKRAINE

Market regulator to amend terms and conditions
for license issuance
The National Securities and Stock Market Commission (NSSMC)
has published amendments to the licensing conditions for securities trading activities and to the procedure and conditions for
issuing licenses for certain types of professional activity in the
stock market. These are measures to bring the documents in line
with the updated Ukrainian legislation on accounting, financial
reporting and audit.
As of now, when submitting the license documents, an applicant
has to submit an audit report and/or a report on the interim financial report review drawn
up by the auditor or an audit firm included in the Register of Auditors and Audit Entities.
According to the new rules, a licensee, which is a public joint-stock company and/or a
bank, has to publish the annual financial statements and annual consolidated financial
statements, signed in accordance with the requirements of legislation, not later than before April 30 of the year following the reporting period, together with the full audit report,
on its website.

Spotlight news
BG: BNB commits to FX Global Code
of Conduct
In mid-May, the Bulgarian National Bank (BNB) issued a Statement
of Commitment to the Foreign Exchange Global Code of Conduct, a
move already undertaken by other
central banks in the European System of Central Banks.
With this statement, the BNB commits itself to adhering to the principles of the Code when acting as foreign exchange market participant,
ensuring that its internal practices
and processes are aligned with
the principles of the Code and undertakes to encourage foreign exchange market participants to adhere to the Code.

Other licensees, including newly created companies, whose first reporting period is less
than 12 months but more than 3 months, have to publish the annual financial statements
together with the full audit report not later than by 1 June of the year following the reporting period.
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Draženko Bobaš,
Head of GSS Bosnia and Herzegovina

BOSNIA AND HERZEGOVINA

Developing the capital market of the Republic of Srpska
(Banja Luka)
The major players on the capital market of the Republic of
Srpska held a meeting at the headquarters of Securities Commission in Banja Luka in mid-April. Representatives of the Securities Commission, the Central Registry, the Stock Exchange,
custody banks and brokerage houses discussed the state of
the market and possibilities to improve both legislation and
environment.
The Securities Commission openly declared its readiness to alter existing legislation
and remove barriers in order to make the capital market easier, better and compliant
with international standards.
At this meeting, representatives of Raiffeisen Bank BiH pointed out measures that need
to be changed in the upcoming period in order to significantly improve the capital
market:
- Introduction of an exact payment date for dividend payment,
- Introduction of special accounts for worthless securities,
- Amendment of the definition of omnibus accounts opened at CSD – to allow
transfer of securities of individual persons and legal entities to an omnibus
account (currently only securities of global custody banks and Investment
funds can be transferred on omnibus accounts),
- Abolishment of the capital gain tax for individuals,
- Admission for banks from the Federation of BiH to offer fund administration
services to investment funds from the Republic of Srpska (at the moment only
banks with headquarters in the Republic of Srpska can offer this service),
- Reduction of the supervision fee imposed on local custody banks (currently
8% of gross income).

Spotlight news
RO: Central counterparty
The shareholders of the Bucharest
Stock Exchange (BSE) voted in favor
of establishing a central counterparty (CCP) and approved, in principle,
an investment of up to EUR 7 mn to
allow BSE to become a shareholder
of the CCP. The vote was taken at
the extraordinary general meeting
of shareholders on 16 April.
The establishment of a CCP will
create the premises for increasing
the liquidity in the context of granting access to new capital market
participants, who condition the trading of the Romanian ﬁnancial instruments with the existence of a CCP.
While the implementation period
remains unknown, the ﬁrst step in
developing a Romanian derivatives
market was taken.

All participants will now send their proposals in written form to the SEC, who will analyze them and organize an additional meeting for further discussion on changes
in legislation.
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Ohrid – Pearl of the Balkans
Ohrid is not only the place where the
Macedonian capital market community
meets, it is an ancient town with an incredibly rich history. Trade, art, spirituality
and religion blend into each other a this
spot.
There are many names by which the city
of literacy is recognized, this city situated
on the hillside, as the legend says about
the origin of its name "Ох-Рид" meaning
"On the hill".
Ohrid is the city of Tsar Samoil (Samuel),
whose fortress to this day testifies for the
past. The ancient structure is situated on a
hill that overlooks the whole city, and most
importantly, the stunning blue lake.

butterflies and – the people. Cheerful,
talkative and equally characterized as
“endemic type”.
Ohrid is also a city of tradition. In the Old
Bazaar, one can see shoemakers, barbers, tailors. Its entrance is market by the
famous “Chinar”, a 1,200 year-old Plane
tree, that has welcomed countless generations. Visitors are strongly advised to
try the boiled bagel called “Gjevrek” and
yogurt for breakfast, eat some delicious
Ohrid trout for lunch, and taste the “Ohrid
Gjomleze”, a soft pie from the oven.
Snezana Pashoska
Komercijalna Banka AD Skopje

Ohrid’s cosmopolitanism is most visible through the fact that Ohrid is a multireligious, multinational and multicultural
environment. The best way to witness it, is
to go down a little below the Samoil Fortress and come to St. Clement's Monastery
on Plaoshnik. The entrance is uncommon:
a port, a minaret, an archaeological site
and finally, the most gorgeous churches
in the area. At Plaoshnik, to this day, you
can see how Muslims and Christians are
praying together for health and happiness, showing respect for each other.
Famous for its limitless flat surface, Lake
Ohrid is a habitat of valuable fish and endemic species such as the Ohrid Trout.
Other unique distributions include trees,
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Lipa Cave – going underground
With its beautiful and wild system of 2.5
km of passages and halls, Lipa Cave is one
of the largest cave monuments in Montenegro.
The cave’s beauty was recognized by
King Nikola I and Petar II Petrović-Njegoš,
who played a very important role in the
Montenegrin history. In Lipa Cave nature
created playful and unique forms of cave
ornaments (stalagmites and stalactites).
In 2015 the cave was opened for visitors, while it is preserved in line with high
environmental conservation standards.
The temperature in the cave is always
between 8-12 degrees, which makes it a
great choice to cool off from the summer
heat.
Located in the ultimate vicinity of Cetinje,
the charming ancient capital sitting up in
the mountains, Lipa Cave is among the top
destinations for visitors to Montenegro.
Danilo Vujević
NLB banka AD Podgorica
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This analysis is fundamentally based on generally available information and not on confidential information which the party preparing the document has obtained exclusively
on the basis of his/her client relationship with a person. Unless otherwise expressly stated in this publication, the publisher deems all of the information to be reliable, but
does not make any assurances regarding its accuracy and completeness. The publisher shall not have any liability for any representations (expressed or implied) regarding
information contained in, or for any omissions from, this document or any other written or oral communications transmitted to the recipient in the course of its preparation.
The information in this publication is current, as of the creation date of the document. It may be outdated by future developments, without the publication being changed.
The data and statements contained in this document are strictly limited to the matters stated herein and shall not to be read as extending by implication to any other matter.
This document is intended for institutional investors only. Neither this document nor any part of its content may be relied upon by any other person. This document is not
intended for retail/private investors. Requests resulting from this document will only be responded to, if the respective person is an institutional investor.
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ATTILA‘S PHOTO BLOG

PHOTO OF THE MONTH

by Attila Szalay-Berzeviczy

This year's Memorial Day coincided with the centennial of the first offensive major battle American forces fought in World War I,
during the Battle of Cantigny.
27 May 2018, Belleau Wood/France - Aisne-Marne American Cemetery and Memorial
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