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2023 will be a key year for Bulgaria on the way to the 
euro area

Rositza Velkova  
Minister of Finance

As the date of 1 January 2024 approaches the topic of preparing 
for the adoption of the euro as a national currency is gaining 
momentum in the country’s public and political life.

We often hear the question: “Is the Bulgarian economy ready 
for this change?”. I can firmly say that the Bulgarian economy 
has advanced significantly in its preparation for the introduction 
of the euro and for its future successful functioning in the euro 
area. The process of nominal and real convergence is taking 

place in a sustainable way, the banking system is liquid and sustainable, public 
finance legislation fully complies with the EU framework and structural reforms 
aimed at improving the competitiveness of the economy are being implemented. 

Along with the economic benefits, the introduction of the euro is also expected 
to lead to institutional convergence with the developed EU countries, especially 
as far as the quality of the Bulgarian institutions and the citizens’ confidence in 
them is concerned. The great importance of Bulgaria’s institutional convergence 
with euro area member states is conditioned by the expectation that the 
improvement in the quality of Bulgarian institutions will have both social and 
economic benefits. 

I believe that our country’s accession to the most developed economic and 
monetary union in the world and the introduction of the second global reserve 
currency as official currency will make Bulgaria more prepared for both the current 
and the subsequent crises that it may face. Achieving long-term sustainability 
will be facilitated if our country is a member of the euro area. 

The deepening of the integration processes on the common market, capital 
and financial markets and the availability of a number of supranational policy 
instruments expands the ability of governments to plan their actions and address 
the challenges of the future. All this leads to predictability and greater stability, 
which favours businesses by galvanizing investment, which in turn benefits 
citizens, as it leads to increased employment and improved quality of life and 
well-being. 

And yet, it is important to underline that we need to be careful about the 
potential challenges of euro area membership. They mostly result from the 
“incompleteness” of the Economic and Monetary Union, in view of the absence 
of a fully-fledged fiscal union. It should be noted that the Economic and Monetary 



Union is an ever-evolving and developing ‘organism’ and, for instance, after the 
global financial crisis of 2008-2009, the fiscal governance framework underwent 
significant changes, with some shock-addressing mechanisms having been set 
up and the NextGeneration EU instrument having been created in the context 
of the COVID-19 pandemic. The philosophy behind structuring this instrument 
is the turning point in the development of the European economic governance. 
In this sense, it could provide the prerequisites for a decisive leap ahead in the 
process of European integration and the conclusions of its operation could be 
the basis for a future debate on the setting up of a permanent fiscal capacity to 
contribute to the process of completing the architecture of the Economic and 
Monetary Union.

These challenges can be addressed by preserving the achieved macroeconomic 
stability, which must continue to be protected through structural reforms and 
strict fiscal discipline. Although the introduction of the euro is a factor that will 
create preconditions for the acceleration of Bulgaria’s convergence to the 
developed EU countries, it is not a “panacea” for dealing with all its difficulties 
and targeted policies are needed to increase productivity and support growth in 
order for Bulgaria to make the most of the introduction of the single European 
currency.

We are entering the new 2023 year with some progress made under the Action 
Plan for the implementation of the subsequent commitments following the 
accession of the Bulgarian lev to the Exchange Rate Mechanism II. We continue 
our hard work towards the final implementation of the remaining commitments 
in the non-banking sector, some aspects of the framework of public enterprise 
governance, the insolvency and anti-money laundering framework, with the 
relevant legislative changes having been made and submitted to the National 
Assembly.

Another aspect where the efforts made turned out effective is the fulfilment 
of the nominal criteria for euro area membership. The estimated government 
deficit for 2022 on an accrual basis is expected to amount to around 2.9 % of 
GDP, which is within the criteria of the Stability and Growth Pact and provides a 
sound outlook for the convergence assessment in the report of the European 
Commission and the ECB. At this stage, the only serious challenge for us is to 
meet the inflation criterion.
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Another year of strategic challenges

Dimitar Radev  
Governor of the BNB

The succession of critical tribulations over the last years has 
testified to the high adaptability and resilience of the banking 
sector in Bulgaria. This is also evidenced by the current volatile 
macroeconomic environment dominated by external factors 
with a high level of risk and uncertainty, alongside an unstable 
internal political framework. The banking sector’s ratios of 
capital adequacy, liquidity, and profitability continue to exceed 
the averages for the European Union.

The beginning of the year is a time to focus on the upcoming tasks and strategic 
challenges. For the banking sector these are largely related with the need for 
successful completion of the process of Bulgaria’s accession to the euro area. 
This process has already deployed considerable effort and resources both of 
the Bulgarian National Bank and of the banks.

The major risk involved in the accession process within the set timeline is the 
development of the political situation in Bulgaria. The success of this process 
requires active political consultations with our external counterparts and an 
extensive legislative activity inside the country over the next few months. The 
ongoing political crisis brings into question both the political and the legislative 
actions supporting the accession process. 

In such a political environment a totally legitimate question is ‘What should be 
the approach of the BNB and the banking sector to the accession process? The 
answer to this question must take into consideration two important premises. 
Firstly, in spite of the political crisis, at the end of last year the Parliament 
approved, with nearly a constitutional majority, a decision which obliges the 
Government and the BNB to speed up the preparations for Bulgaria’s accession 
to the euro area, with the target date of 1 January 2024; and secondly, the BNB 
and the banking sector are already very much part of the euro area after Bulgaria 
effectively joined the European banking union on 1 October 2020.

Therefore, the BNB and the banking sector must actively continue the 
technical preparation that has already started. As the process is predetermined 
strategically, the outcomes of this preparation will still be necessary even if the 
speed of the process would possibly slow down in the context of the political 
situation over the next few months.

From the BNB’s position, the preparations for euro area accession would not 
change the framework or the operation of banking supervision. This is due to 
the above mentioned fact that for over two years now Bulgaria has been a full 
member of the Single Supervisory Mechanism (SSM) after the country joined the 
European banking union and after close cooperation was established between 
the BNB and the European Central Bank. An inseparable part of this process 
was also the inclusion of the Bulgarian Lev in the Exchange Rate Mechanism II 
in July 2020.
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At the same time the BNB is currently performing a large spectrum of other 
tasks associated with the introduction of the euro, which tasks are within the 
competencies and responsibilities of the Central Bank. For this purpose we have 
provided the required organisation and resources. In the 2023 BNB budget, 
adopted last month by the BNB Governing Council, there is around BGN 110 
million earmarked exclusively for activities related with the preparations for 
the euro adoption, and around BGN 53 million more in the BNB’s investment 
programme, again earmarked for these preparations.

The BNB is a leading part of the institutional mechanism of the euro adoption 
process in Bulgaria. The BNB Governor is a co-chair (together with the Minister of 
Finance) of the Coordination Council for Preparation of the Republic of Bulgaria 
for Euro Area Membership. Also, the BNB is in charge of three working groups 
formed within the Coordination Council: ‘Cash (banknotes and coins)’, ‘Credit 
and other financial institutions’, and ‘Payment systems and payment service 
providers’. Each of these groups matches the scope of activity of each of the 
three BNB departments and is headed by the relevant BNB Deputy Governor.

The BNB’s responsibilities under the established organisation cover broad 
spheres. Among the working tasks are selecting the designs of the Bulgarian 
euro coins, withdrawing the Bulgarian Lev from circulation, adjusting the ATM 
software for operation in euros, and supplying and distributing euros to banks.

One of the above tasks, for example, a task of high timing priority and of significant 
public interest will be to choose the national sides of the future Bulgarian euro 
coins. In view of the advanced stage of the practical preparation, there are 
arguments (also following the example of other countries which joined the euro 
area before us) that the Bulgarian euro coins should reproduce the designs of 
the current Bulgarian circulating coins. This would facilitate the recognisability 
of, and the transition to, the new coins in Bulgaria and would ensure continuity in 
the history of the Bulgarian monetary units; it would also strengthen the national 
identity by means of the well-known symbols of the Bulgarian Lev – now across 
the entire euro area and with the spread of the euro worldwide.

Furthermore, the BNB’s current tasks include coordinating the preparations of 
the entities supervised by the BNB, as well as adjusting the payment systems, 
the government securities registration and settlement system, and the BNB’s 
internal accounting systems to operating in euros.

The BNB’s activities specified in the National Plan for the Introduction of the 
Euro in Bulgaria translate into organizational and functional issues within the 
BNB. They involve adjusting or building new systems and processes needed for 
the Central Bank to practically integrate into the Eurosystem.

That is why the BNB’s overall scope of activities on the preparation for the euro 
area (both related with the implementation of the National Plan and with in-house 
processes and projects) are subject to regular reporting to the BNB Governing 
Council. This closes the full cycle of work in the BNB on the preparation for the 
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introduction of the euro – planning, resource provision, coordination of projects 
and processes, and accountability.

In addition to the BNB, banks also play an important role in the infrastructure 
preparation and the effective introduction of the euro. They are already 
implementing an intensive timetable with numerous practical projects related 
with joining the euro area. The coordination between the BNB and the banks is 
at a good level and informs the assessment of the overall progress in the process 
of preparing for the euro. For this purpose, periodic and specific reporting from 
banks already arrives at the central bank, including with regard to the costing for 
the upgrades of their systems.

The banks’ benchmarks for the upcoming tasks and responsibilities, just as 
those for the BNB, with regard to the introduction of the euro, are outlined in 
the National Plan. The plan describes the need to prepare for activities such 
as the currency conversion of deposits, loans, securities and other financial 
instruments, as well as participating interests. Before the date of introduction of 
the euro, banks must prepare their information systems for dual display in BGN 
and EUR by basic bank documents and transactions (account balances, bank 
transfers, ATM withdrawals, fees and commission tariffs, principal and interest 
payments, interest on deposit accounts).

On the day of the introduction of the euro, an automatic conversion of bank 
accounts from lev to euro will be carried out. All funds in BGN on current, deposit, 
savings and other accounts in banks and other payment service providers will 
be converted free of charge into EUR. As a result of the automatic conversion 
from lev to euro, there will be changes in the nominal value of collateral pledged 
or mortgaged in favour of banks.

Banks will also have important responsibilities in the exchange of banknotes 
and coins in the months before the introduction of the euro and after that. For 
example, two weeks before the date of the introduction of the euro, the BNB will 
start supplying banks in advance with euro banknotes and euro coins with the 
Bulgarian national side. In the same period, banks will start supplying traders 
and Bulgarian Posts EAD with euro banknotes and euro coins with a Bulgarian 
national side (free of charge) – the so-called secondary pre-feed.

In the first 6 months after the introduction of the euro, banks (together with 
Bulgarian Posts EAD) will provide free exchange of banknotes and coins from 
BGN to EUR. After the first 6 months to 1 year following the introduction of the 
euro, banks will be obliged to continue exchanging banknotes and coins from 
BGN into euro, and will then be able to apply a fee for this service. After 1 year 
from the introduction of the euro, the service of exchanging banknotes and 
coins from BGN into euro, again with the possibility of applying a fee for this 
service, will be provided by banks at their discretion. The BNB will continue to 
exchange banknotes and coins from BGN into euro free of charge and for an 
indefinite period.

In conclusion, all of the above does not exhaust the areas where months of 
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utmost mobilisation for the banking sector, the BNB and other institutions, 
are forthcoming, besides in a complex political environment. For example, as 
has been pointed out, the legislative agenda is key to successful and timely 
accession to the euro area. The National Assembly has already managed to 
adopt important acts, such as amendments to the BNB Law, related with the 
implementation of recommendations in previous ECB reports on the assessment 
of Bulgaria’s convergence. However, further important legislative changes are 
forthcoming, for example related with the legal integration of the BNB into 
the Eurosystem and the need to adopt a Law on the introduction of the euro 
in Bulgaria regulating the framework principles, rules and procedures for the 
introduction of the euro as an official currency in Bulgaria.

All this illustrates the seriousness and significance of the upcoming tasks and 
projects. Progress on them and the achievement of the goal of joining the euro 
area as of 1 January 2024 will continue to depend on the development of the 
political situation and the motivation for common and coordinated efforts of all 
institutions involved in Bulgaria. The coming months can redefine and give a 
decisive impetus to the strategic development not only of the banking sector, 
but also of the Bulgarian economy as a whole.
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Tzvetanka Mintcheva  
Deputy Chairperson  

of the Executive Board of the ABB  
Chairperson of the Management Board 

 and Chief Executive Officer 
of UniCredit Bulbank

The topic of sustainable development in all its aspects, 
summarized in the acronym ESG - environmental, social and 
governance factors, quickly took over the public agenda. 
Forums, professional meetings and conferences as well as 
numerous publications in the media put a strong emphasis every 
day on the role of each of us in our common mission - to meet 
the challenges of the climate change, so as to leave the planet 
to the next generations at least in the same form in which we 
know it. And this must happen through a fair transition. This is an 
even more significant condition for a country like ours, where in 
five out of a total of six regions the GDP per capita is only 75% of 
the average for the European Union (North-West, North-Central, 

North-East, South-East and South-Central).

Each of us has their own individual role in this process. But even more significant 
is our responsibility as a sector. It is not a coincidence that five years ago, in 
2018, the European Commission adopted its ambitious action plan for financing 
sustainable growth, which aims at reorienting capital flows towards sustainable 
investments, promote long-term investments and manage the financial risks 
arising from the climate change, resource exhaustion, environmental degradation 
and social issues.

In connection with the achievement of these goals, within a short period of 
time, numerous legislative acts were developed by the EC, which are yet to be 
implemented, including by the banks, and outline significant challenges in our 
activities in the short run. Three of the main legislative acts, the implementation 
of which in practice represents a serious challenge, are the Sustainable Finance 
Disclosure Regulation /SFDR/, the Taxonomy Regulation, which is actually 
a completely new Regulation, as well as the recently adopted Roadmap for 
sustainable development of the European Banking Authority.

The main challenges related to the implementation of these pieces of legislation 
are caused mainly by the consistency and availability of data and the readiness 
of the affected parties to implement the requirements of the SFDR, and with 
regard to the Taxonomy Regulation, the challenges are mainly related to the 
implementation of a single classification and the avoidance of the so-called 
Green washing (the vicious practice of presenting measures or results as 
sustainable when in fact they are not) and the development of standards and 
labels for green investments, both at national and European level. The main 
challenge is the deadlines related to the implementation of the regulations, 
which require a “quick adjustment” of the activities of the various companies - 
financial and non-financial - in the short term.

By the end of this year the ECB expects banks to integrate climate and 

The road to a sustainable future goes through 
sustainable finance
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environmental risks into their governance, strategy and risk management. 
In other words, the ECB is setting a deadline for banks to gradually meet all 
supervisory expectations by the end of 2024 at the latest, as indicated by 
Andrea Enria, Chair of the Supervisory Board of the ECB. In 2023 the ECB will 
also continue its inspections of banks for the fulfilment of this condition.

For banks, ESG is also an important topic that arises not only from the legislative 
acts created in recent years at the European level. ESG is a topic that lies in 
bank policies and management mentality and finds realization in initiatives that 
become a sustainable part of the bank policies over the years. Of course, the 
legislative framework created at European level will accelerate the transition to 
a sustainable economy, and banks will establish themselves as an important and 
durable partner.

It is essential for the banks in order to be an important system for financing the 
transition of the economy towards sustainability and green business models and 
to participate in this process at scale and efficiently to synchronize their loan and 
investment portfolios with the national goals and deadlines for achieving net 
zero emissions. For the effective achievement of this goal of being a strategic 
partner in financing the transition to sustainability and green business models, 
it is essential to define national mid-term goals and priority sectors. Examples of 
promoting and supporting the sector include:
• Development of strategic documents, such as, for example, the Carbon 
Neutrality Strategy (with specific deadlines for the decarbonization of the 
economy, the promotion of green sectors and jobs), as well as the Strategy for 
sustainable and green financing. Guidelines and rules can also be drawn up to 
avoid Green washing;
• Development of plans for a sustainable partnership with the financial sector to 
bring its goals for carbon neutrality and adaptation to climate change in line with 
those set at the national level;
• Creation and maintenance of public registers on the energy efficiency of the 
existing and newly constructed building stock;
• Development of a green financing program, for example, issuance of 
government green bonds or such goals related to sustainable development in 
a broader sense (an interesting example in this direction was the issuance of 
government debt of Slovenia at the beginning of the year, which attracted huge 
investor interest);
• Participation of financial institutions (e.g., BDB, Fund of Funds and others) in 
financing the green transition, as these institutions could mobilize private capital 
for clean and sustainable growth on a large scale;
• Activation of the country’s participation in international initiatives and platforms.
 
Our wish for all of us is that 2023 will be the year in which, by common forces 
– namely those of the institutions we represent and our society, to take our foot 
off the gas and get off the highway of climate change. Let’s be responsible to 
ourselves and the future generations and use all the opportunities we have to 
be the change we want to see.
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IN BRIEF

   In November, the ABB nominated representatives to participate in the 
Interdepartmental Working Group for the Preparation of the Euro Adoption 
Act to the Ministry of Finance, of which the Bulgarian National Bank and the 
Ministry of Finance were notified. The ABB‘s representatives are Mrs. Irina 
Kazandjhieva, Head of Division “Banking Policy and Analyses” at the ABB, Mrs. 
Eleonora Hristoforova, Legal Adviser at the ABB and Mr. Vasil Dimitrov from DSK 
Bank EAD, member of the Temporary Working Group on Euro Adoption to the 
Executive Board of the ABB. 

   In December, the ABB and its members participated in the eighth consecutive 
information campaign European Money Mule Action (EMMA) organized by 
the Europol against the recruitment of “money mules”. The campaign aims at 
informing the financial services customers about the most common ways of 
recruiting “money mules” as well as the risks and dangers they are facing by 
being involved in those activities and what steps to take in order to protect 
themselves. More information about the campaign as well as the informational 
materials may be found here.

   On the 6th of December, the ABB celebrated Banker‘s Day with a conference 
dedicated to the economic and social conditions in which banks will operate in 
the coming year, as well as the new trends in banking that are developing in 
the financial services market. Representatives of the banking community, the 
financial sector, the executive and legislative authorities, academia and media 
attended the event. The conference was opened by the Chairperson of the 
Executive Board of the ABB - Mrs. Diana Miteva and was held in two panels: 
„New realities - macroeconomic factors and regulatory environment“ and 
„Looking forward - the banks and their customers“. After the conference, the 
traditional celebratory cocktail held annually by the ABB on the occasion of the 
Banker‘s Day took place.
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