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Highlights: 

 June is the consecutive negative 

month for the Bulgarian stock market. The capital 

market seems is in a free fall condition and noting is 

going to change the status quo in the foreseeable 

future. Attractive prices and an anemic demand are 

characterizing the local exchange. Low liquidity and 

falling pricing weigh on the trading.  

 HD Roads won the infrastructure 

auction for building Lot 4 of motor highway Trakia. 

The Company won offering the lowest price, of 210 

mln.BGN. Shares of the infrastructure company has 

jumped in the days following the news release. 

Trace Group Hold is the other public infrastructure 

company participating in the Trakia construction, 

winning the Lot 2 auction in the beginning of 2010.  

The project represents a major transport corridor 

for the European continent and as such is financed 

by EU program funds.  

 Markets have deepened their 

correction in June, though with lower magnitude 

compared to May. Benchmarks we track, largely 

completed with losses.Greek equities were the 

worst performers in the month of June, being on 

the bottom of the table not for a first time. Athens 

stock market indicator has lost 35 percent of its 

value since the start of 2010. Fiscal problems of our 

southern neighbor have its say. 

 

Fig 1.  Export and import trend , y-o-y, % 

 

 

 

 

 

 

 

 

 

 

 Export is recognized as the new 

engine for the Bulgarian economy. April numbers 

and those for the first four months of the year draw 

a very optimistic picture. Exports jumped by hefty 

41 percent for the first four months of the year, 

compared with the same time span a year earlier, 

while exports rose only by 2 percent. Import is a 

ŦǳƴŎǘƛƻƴ ƻŦ ŜŎƻƴƻƳƛŎ ŀƎŜƴǘǎΩ ƛƴŎƻƳŜǎ ŀƴŘ ƻŦ ŎŀǇƛǘŀƭ 

inflows, FDIs for example.  

 Producer prices index keep its 

upward direction in June, which will probably be 

maintained in July as well, due higher prices of 

natural gas. Higher producer prices are not 

transferred in to the consumer basket of goods and 

services, represented by the HICP. 

 Industrial production declined by 0.9 

percent in May, compared to April, but on a yearly 

basis a minimal increase of 0.4 percent is evident. 

Industry is still in a hibernation mode. High natural 

gas prices, introduced in first of July, will 

additionally depress the industry activity. 

 Now, it seems that credit institutions 

have overwhelmed their liquidity problems and 

now cost of funds is on focus. Interest rates on 

newly contracted deposits are dragging down, close 

to the pre-crisis numbers and continue to converge. 

 IƻǳǎŜƘƻƭŘǎΩ ŘŜǇƻǎƛǘǎ ƪŜŜǇ ǘƘŜƛǊ 

winning streak. In May their value passed 26 bln. 

BGN for the first time in history. By contrast, 

commercial banks are repaying their loans to 

mother-banks, situated outside Bulgaria. 

 Interest rates on newly lent housing 

loans and firms loans are converging at a fast pace 

to pre-crisis levels. Consumer loans however remain 

far more expensive than their values before the 

global financial system melt down. 

 Interest rates and volume of new 

business on consumption and housing loans in leva 

and euro are declining, signaling an anemic demand 

and also means that households expectations for 

the economy and their ability to pay debts are 

negative. 
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Equity markets  

Bulgarian capital market in June  ȭςπρπ 

Fiǵ 2.  Indexes calculate d by BSE, monthly 
change 

 
June is the consecutive negative month for the 

Bulgarian stock market. The capital market seems is 

in a free fall condition and noting is going to change 

the status quo in the foreseeable future. Attractive 

prices and an anemic demand are characterizing 

the local exchange. Low liquidity and falling pricing 

weigh on the trading.  

 

²Ŝ ǿƻƴΩǘ ƎŜǘ ǘƛǊŜŘ ƻŦ ǊŜǇŜŀǘƛƴƎΣ ǘƘŀǘ ŦƻǊ ǊŜǎǘŀǊǘƛƴƎ 

trading on BSE, a government inference is needed. 

Now times when commercial banks became 

extraordinary risk averse and even repay some of 

their debt to their foreign mother-banks, a viable 

alternative to bank lending should evolve, and such 

an alternative is working local capital market. No 

need for the Bulgarian government to invent, just it 

has to look to the northeast-to Poland. Warsaw 

stock exchange allowed the Polish state to 

accumulate billion of dollars for helping the filling 

the budget gap, and at the same time to attract 

many portfolio investments in the country. Since 

the start of 2010, investors registered as 

shareholders by the Central Depositary rose by 

hefty 240 thousand people and legal entities. Polish 

government listed some of the state owned 

companies on the WSE. Their shares turned in to a 

magnet for international emerging market 

investment funds as well. Many polish citizens 

invested in listed companies as well. 

Major developments : 
 

HD Roads won the infrastructure auction for 

building Lot 4 of motor highway Trakia. The 

Company won offering the lowest price, of 210 

mln.BGN. Shares of the infrastructure company has 

jumped in the days following the news release. 

Trace Group Hold is the other public infrastructure 

company participating in the Trakia construction, 

winning the Lot 2 auction in the beginning of 2010.  

The project represents a major transport corridor 

for the European continent and as such is financed 

by EU program funds.  

 

Current Bulgarian government proved that through 

transparent and fair tender procedures, the 

taxpayer is the ultimate winner, because of the 

lower price paid. Building the Trakia highway will 

cost 482 mln.BGN, which is far below than 

anticipated. 

 

In the months of June and July most of the public 

companies were held general meetings of common 

shareholders. Nowadays it seems that dividends are 

attracting inveǎǘƻǊΩǎ ŀǘǘŜƴǘƛƻƴ ƳƻǊŜ ǘƘŀƴ ŜǾŜǊ 

before. Total value of dividends voted is above 105 

mln.BGN, and if we exclude BTC from 

consideration, this amount is quite comparable to 

past year dividend payments. Having in mind that 

Bulgaria is in worst phase of the economic 

recession, can be summarized that local public 

companies are more willing in paying dividends, 

and many of them are trying to turn in to predictive 

dividend paying companies, attracting more 

investors in the future.  Companies that are 

distributing part of their profit as dividends are 

Albena (0.5 BGN per share), Unipharm (0.5 BGN), 

Bulgartabac Holding (0.31 BGN), Stara planina Hold 

(0.012 BGN), Druzhba staklarski zavodi (0.133 BGN), 

Kaolin (0.15 BGN), BG Agro (0.09 BGN), Mekom 

(0.06 BGN), Advance Terrafund (0.034 BGN), 

Sopharm Trading (0.10 BGN), Sofia commerce 

pawnbroker (1.5 BGN),  Albena Invest Holding (0.40 

BGN), Alcomer (0.024 BGN), Hidraulic elements and 

systems (лΦмот .DbύΣ ŜǘŎΧ 
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In general, the number of companies paying 

dividends is close to the previous year, with the size 

of the dividend being the difference. It is 

understandable why companies are paying smaller 

ŘƛǾƛŘŜƴŘǎΦ  ¢ƘŜ ƭŀǘŜǊ ƛǎ ŀ ŦǳƴŎǘƛƻƴ ƻŦ ǘƘŜ ŎƻƳǇŀƴƛŜǎΩ 

net income - when the profit decline so is the 

dividend. Three companies- Sopharm, BTC and 

aƻƴōŀǘΣ ǘƘŀǘ ǘǊŀŘƛǘƛƻƴŀƭƭȅ Ǉŀȅ ŘƛǾƛŘŜƴŘǎΣ ǿƻƴΩǘ 

distribute any this year.  

 

Monbat however bought back considerable 

quantity of own shares, with the final effect 

equaling a traditional dividend distribution.  Shares 

buy-backs are positively related to the market price 

of the company, which directly affects the wealth of 

the shareholders.  

 

Over 90 percent of companies traded on the BSE 

are with a clear major ownership structure, i.e. one 

of the shareholders own over 50 percent of the 

common stocks of the company. Always when a 

dividend is paid, the biggest beneficent of funds is 

namely the majority shareholder, who also has the 

biggest interest in company being well capitalized 

and liquid for servicing its liabilities.  

 

In the beginning of June, Monbat announced that 

has bought 51 percent of the capital of Octa light 

Bulgaria, which is involved in the production of 

LEDs. The acquisition is valued at 2.4 mln.BGN. The 

governing board has decided to participate 

proportionally in the capital increase, with 

subscription of 2.23 mln.shares with face value of 1 

BGN each, with total investment of Monbat in the 

project amounting to 4.7 mln.BGN. 

 

Lƴ aŀȅΣ aƻƴōŀǘΩǎ ǊŜǾŜƴǳŜ ǊƻǎŜ ōȅ ур ǇŜǊŎŜƴǘ όȅ-o-

y) to 11.4 mln.BGN, and profit rose by 29 percent to 

1.5 mln.BGN. 

 

Controlling shareholders of Orgachim, have not 

given up of delisting the company. A new tender 

offer is underway, with tender price of 87 BGN per 

share. Controlling shareholders are aiming, first to 

reach 90 percent stake, and then to make a new 

tender offer to the rest of the shareholders for 

buying their shares and delisting the company. 

Quite a few institutional investors are having shares 

of Orgachim and they are considering the price in 

the tender offer to be far below the fair value one 

and proōŀōƭȅ ǿƻƴΩǘ ŀŎŎŜǇǘ ǘƘŜ ǘŜƴŘŜǊ ƻŦŦŜǊΦ 

Institutional investors are holding more than 10 

percent of the shares which secures them that the 

ŎƻƳǇŀƴȅΩǎ ǎǘŀǘǳǘŜ ǿƛƭƭ ǊŜƳŀƛƴ ǇǳōƭƛŎΦ  [ƛƪŜ Ƴƻǎǘ ƻŦ 

ǘƘŜ .ǳƭƎŀǊƛŀƴ ǎǘƻŎƪǎΣ hǊƎŀŎƘƛƳΩǎ ƻƴŜǎ ŀǊŜ ǘǊŀŘŜŘ ŀǘ 

1/10 of their peak value from 2007.  

 

  



International equity markets  ɀ 
Juneȭ2010 

 
Markets have deepened their correction in June, 

though with lower magnitude compared to May. 

Benchmarks we track, largely completed with 

losses. 

 

Greek equities were the worst performers in the 

month of June, being on the bottom of the table 

not for a first time. Athens stock market indicator 

has lost 35 percent of its value since the start of 

2010. Fiscal problems of our southern neighbor 

have its say. 

 

Markets in Croatia, Czech Rep and Austria also 

experienced significant sell-offs, with their indexes 

being also at the bottom of our table. 

 

Ukrainian stock markets keeps its leadership for 

YTD returns and won second place for the June 

monthly performance race. Equities in Ukraine 

recorded very high returns in 2009 as well, but 

having in mind the low liquidity of the market, 

which is similar to the local one, it remind us to a 

move where institutional investors has decided to 

fix their returns, with easily pumping the market 

value of Ukraine stocks.  

 

Stock exchanges in Latvia, Sweden and Slovakia was 

left ignorant to global negative tendencies and 

quite the opposite, they succeed in ascending stock 

values. 

 

 
 

 

Table  1.  International stock indexes  

Index 30.6.2010 M-o-M 
return 

YTD return 

OMX Riga-Latvia 350.2 3.5% 25.5% 
PFTS-Ukraine 758.74 2.7% 32.4% 
Stockholm 30-Sweden 1 005.9 2.6% 5.7% 
SAX-Slovakia 213.6 2.4% -20.0% 
Copenhagen 20-Denmark 393.0 1.1% 16.7% 
ISE100-Turkey 54 839.5 0.8% 3.8% 
PSI-Portugal 2 524.3 0.6% -13.0% 
DAX-Germany 5 965.5 0.0% 0.1% 
SSE index-Slovenia 3 551.4 -0.7% -12.9% 
IBEX35-Spain 9 263.4 -1.0% -22.4% 
FTSE MIB30-Italy 19 311.8 -1.2% -16.9% 
AEX-Holland 316.8 -1.2% -5.5% 
Micex-Russia 1 309.3 -1.7% -4.4% 
CAC40-France 3 442.9 -1.8% -12.5% 
SOFIX-Bulgaria 373.0 -2.3% -12.7% 
NSEL 30 Ns -Lithuania 237.7 -2.3% 13.4% 
ISEQ Overall -Irreland 2 878.7 -2.3% -3.2% 
BELEXline-Serbua 1 237.9 -2.7% -5.6% 
BEL 20 -Belgium 2 386.5 -2.7% -5.0% 
SMI-Switzerland 6 128.1 -2.9% -6.4% 
Bovespa-Brazil 60 935.9 -3.3% -11.2% 
Dow Jones Ind-USA 9 774.0 -3.6% -6.3% 
OMX Helsinki -Finland 6 251.0 -3.7% -3.2% 
RTS-Russia 1 905.3 -3.8% -9.5% 
BET-Romania 4 743.9 -3.9% 1.1% 
OBX Index-Norway 299.4 -4.4% -11.8% 
OMX Tallinn-Estonia 519.95 -4.8% 28.5% 
BUX-Hungary 21 050.4 -4.8% -0.8% 
WSE WIG Index-Poland 39 392.5 -5.1% -1.5% 
FTSE100-England 4 916.9 -5.2% -9.2% 
S&P500-USA 1 030.7 -5.4% -7.6% 
ATX-Austria 2 278.8 -5.9% -8.7% 
PX index ςCzech Rep 1 103.9 -6.2% -1.2% 
CROBEX -Croatia 1 855.2 -6.6% -7.4% 
ASE-Greece 1 434.2 -7.5% -34.7% 

Source: Bloomberg, BSE  
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External trade  

Export is recognized as the new engine for the 

Bulgarian economy. April numbers and those for 

the first four months of the year draw a very 

optimistic picture. Exports jumped by hefty 41 

percent for the first four months of the year, 

compared with the same time span a year earlier, 

while exports rose only by 2 percent. Import is a 

ŦǳƴŎǘƛƻƴ ƻŦ ŜŎƻƴƻƳƛŎ ŀƎŜƴǘǎΩ ƛƴŎƻƳŜǎ ŀƴŘ ƻŦ ŎŀǇƛǘŀƭ 

inflows, FDIs for example.  

 

Exports will play a bigger role for BulgariŀΩǎ 

economic growth and for currency board stability. 

 

 

.   

 

 

 

 

 

 

 

 

 

 

 

 

If the Bulgarian economy is tracking the 

development of Balitc states with some delay, this 

year a positive current account balance might be 

seen, which has not happened for the Bulgarian 

economy since more than a decade.  

No Bulgarian government, for the last twenty years, 

has implemented a long term strategy for reducing 

external imbalances, through stimulating high-value 

added industries and at the same time to reduce 

the dependence on oil and other energy imports.  

This task can be accomplished through 

establishment of a think tank, formed from the 

technical and economic universities in the country, 

for generating ideas, innovations and helping their 

implementation.  

 

Despite the much higher growth rates of exports, 

trade balance is still in the negative territory for the 

first four months. 
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Fig  3.  Export and import trend, y-o-y, % 

Fig 4. External trade, indicators 

Exports, y-o-y change, % 

Imports, y-o-y change, % 

Exports, mln.BGN, (Rhs) Imports, mln.BGN, (Rhs) Exports, % of GDP, (Lhs) Imports, % of GDP, 

(Lhs) 



Macroeconomic data  

Interest rates  

Low interbank interest rates show that the banking 

system in Bulgaria and in the eurozone is liquid. 

YTM on 10 yr government bonds is rising for a 

second month in a row, after reaching a bottom in 

March. 

 

Fig 5. Interbank rates and 10 yr gov bods YTM  
 

 

 

Prices 

Producer prices index keep its upward direction in 

June, which will probably be maintained in July as 

well, due higher prices of natural gas. Higher 

producer prices are not transferred in to the 

consumer basket of goods and services, 

represented by the HICP. 

 

 

 

  

Fig 6. HICP and PPI, m-o-m and y-o-y change, % 

  

Labor market  

 

Fig 7. Unemployment 
 

 
For a third consecutive month unemployment rate 

is drifting downward. This tendency is explained by 
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