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I. The Bulgarian economy in 2016
Economic growth
In the fourth quarter of 2016 Bulgarian gross domestic product (GDP) rose to 3,5% compared
to the same period of the previous year, according to the preliminary data of the National
Statistical Institute (NSI). The pace of growth was faster than the preliminary 3,2% year-on-year
(Y-o-Y) in the third quarter of 2016. Although, the GDP increase in the period OctoberDecember 2016 was almost twice as faster as the average growth of the 28th European Union
(UN) Member States, which was 1,9% year-on-year. The Bulgarian economy grows even faster
compared to the other EU Member States. The pace of growth was 3,4% in 2016.

Source: Eurostat, NSI, Ministry of Finance

According to the preliminary data of the NSI, the economic growth in the fourth quarter of 2016
was driven mainly by final consumption and exports. In the corresponding period the final
consumption, which includes consumption of households, of non-profit institutions, serving
households (NPISH) and that of the general government, increased to 3,8% Y-o-Y from 1,6%
Y-o-Y, recorded in the period between July and September 2016.
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In the final quarter of 2016 export of goods and services rose to 6,4% on an annual basis, while
the pace of growth of import was slower – 2,8% Y-o-Y. For comparison – in 2015 export rose
by 5,7%, and import – by 5,4%.
In the fourth quarter of 2016 the drop of gross fixed capital formation (investments of the
business) was 7,9% Y-o-Y compared to the decline by 6,9% in the third quarter of 2016. On
the other hand, the share of foreign direct investments (FDI) to GDP declined to 1,5% as of the
end of December 2016 compared to 3,8% in 2015.
Current forecasts of different national and multinational financial organizations and institutions
assume slower pace of economic growth in 2017 and 2018. The forecasts vary between 2,8%
and 3,2% for 2016 and 2,8% and 3,1% for the next year.
Key indicators for the Bulgarian economy
2011
Gross domestic product
GDP (mln. BGN)
GDP (real Y-o-Y growth, %)
GDP (real Y-o-Y growth, %) - forecasts

2012

2013

2014

2015 2016 Q1 2016 Q2 2016 Q3 2016 Q4

80 759 82 040 82 166 83 634 88 571 19 197 22 302 25 336
1,9
0
0,9
1,3 3,6 3,6 3,5 3,2

Total final consumption
2
Private consumption (of Households and NPISH)
2,0
Final consumption of general government
2,2
Gross fixed capital formation
-4,4
Export of goods and services
12,6
Import of goods and services
9,9
Trade balance/GDP (%)
-6,5
Foreign direct investments in Bulgaria (mln. EUR)
1 476,3
Foreign direct investments/GDP (%)
3,6
Harmonised index of consumer prices (HICP) (Y-o-Y change,
3,4
average for the period)

2
3,0
-2,0
1,8
2,0
5,5
-9,5
1 320,9
3,1
2,4

-1,9
2,2 3,8
-2,5
2,7 4,5
0,6
0,1 1,4
0,3
3,4 2,7
9,6
3,1 5,7
4,3
5,2 5,4
-7,0 -6,5 -5,9
1 383,7 1 160,9 1 692,4
3,3
2,7 3,8
0,4

-1,6

-1,1

0,6 0,8 1,6
2,5 1,2 1,6
-6,4 -0,6 1,4
1,4 -0,3 -6,9
3
4,6 7,9
0,9 2,8 4,6
-0,8 -1,8 -2,5
268,0 777,6 1 508,8
0,6 1,7 3,2
-1,1

-2,3

-1,1

2016

25 800 92 635
3,5
3,4
BNB (March 2017)
MF (November 2016)
IMF (October 2016)
WB (January 2017)
EC (February 2017)
EBRD (November 2016)
3,8
1,8
-7,4
-4
6,4
5,7
2,8
2,8
-3,8
-3,8
682,8
682,8
1,5
1,5
-0,8

2016F 2017F 2018F 2019F

3,4
3,2
3,3
3,5
3,3
2,8

2,8 2,9 2,9 3 3
2,9 - 3,2 3,1 3,1
2,9 2,8 2,8 - -

-1,3

Source: NSI, Eurostat, Bulgarian National Bank, Ministry of Finance, International Monetary Fund, World
Bank, European Commission, European Bank for Reconstruction and Development
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Inflation
The year of 2016 was the third subsequent year with deflation. As of the end of December 2016
the harmonized index of consumer prices (HICP) was -1,3% average for the period compared
to -1,1% in 2015. In the final months of 2016 there were signals for reducing the impact of
deflationary processes. HICP rose by 0,8% on a monthly basis, and the drop was reduced to
0,5% Y-o-Y as of the end of December 2016. This was mainly due to price changes of fuel,
food, regulated prices (electricity and heat, for example) and prices of services in the sectors
of transportation and tourism.
The Ministry of Finance (MF) forecasts that HICP will rise to 1,1% in the end of 2017 and to
1,7% in 2019. As of the end of the last year the deflationary pressure in the eurozone and in
the EU also showed signs for easing. But it is not assessed yet to what extent the increase of
consumer price index is a result of one-off effects.
According to the results of the NSI quarterly survey for consumer confidence, household’s
inflation expectations for the next 12 months have been improving since the spring of 2016.
Despite the moderate household’s inflation expectations in 2017, they also suggest the possible
direction of the indicator. This happened at a time when the deflation slowed its annual growth.

Source: NSI, Eurostat, MF
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Labour market
In 2016 the unemployment, measured as a share of the working force, fell to 7,7%. This is the
lowest level of the unemployment since the end of 2009, when it was even 6,8% as before it
was picking up in four consecutive years. The last year was characterized with a fall in the
unemployment level for a third subsequent year.
Although MF forecasts fall in the unemployment level to 6,4% as of the end of 2019, the focus
on the labour market remains high, because of discrepancies between demand and supply of
labour in certain sectors of the economy, shortages of qualified personnel, the substantial
number of people outside the labor force and the slow convergence of the desires between the
business and education sectors. Along with the migration and demographic environment, these
factors have a significant influence on the labour market.
In the „Finance and Insurance“ sector, in which NSI includes banks, insurance companies and
other non-bank financial institutions, the number of employees continues to decline and
reached 56,8 thousand people as of the end of the third quarter of 2016. The employment in
the banking sector is also shrinking every year.

Key indicators for the Bulgarian economy
2011
Labour market
Unemployment (as a share of the working force) (seasonally
11,3
adjusted)
Employed (15+ years) (thousands)
2 965,2
Employed in "Finance and Insurance" sector (thousands), of
55
which:
Employed in the banking sector (thousands)
33,9
Average montly gross wage in "Finance and Insurance" sector 1 438

2012

2013

2014

2015 2016 Q1 2016 Q2 2016 Q3 2016 Q4

2016

12,3

13

11,4

9,2

7,1

7,7

3 005,9

-

2 934

8

8

7,5

2 934,9 2 981,4 3 031,9 2 975,1 3 033,4 3 052,7

52,7

51,6

60,5

62,3

65,2

56,8

56,8

-

-

33,5
1 459

32,8
1 508

31,7
1 578

30,7
1 608

1 639

1 764

1 612

1 699

1 709

Source: Eurostat, MF, NSI, ECB
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Public sector
According to the MF’s preliminary data, the budget for 2016 had a positive balance of BGN 1,5
billion (EUR 765,8 million). The surplus was 1,6% equaled of GDP and this has been the first
positive balance registered since 2008. The surplus was due to the higher revenues exceeding
the expenditures which were lower compared to the planned.
The amount of the budget revenues and grants according to the Consolidated Fiscal
Programme for 2016 was BGN 33,953 billion (EUR 17,36 billion, or 37% of GDP). It grew by
5,4% on an annual basis. The growth, compared to 2015, was attributed to the higher tax and
non-tax revenues, while revenues, concerning grants (reimbursements by the European
Commission), were lower.
Budget expenditures (including Bulgaria’s EU budget contribution) for 2016 were at the amount
of BGN 32,481 billion (EUR 16,61 billion, or 35,4% of GDP). In comparision, the budget
expenditures in 2015 were BGN 34,685 billion (EUR 17,73 billion). The lower absorption of
expenditures in 2016 was associated primarily with the slowdown of capital expenditures
(mainly on EU funds accounts) due to lower payments in the initial stage of implementation of
projects under the new programming period 2014-2020.
As of 31st of December, 2016, the fiscal reserve totaled BGN 12,9 billion (EUR 6,6 billion), of
which BGN 11,1 billion (EUR 5,68 billion) in the form of deposits at the BNB accounts and in
the banks and the other BGN 1,8 billion (EUR 920,3 million) in the form of EU funds claims for
certified expenditures, advances and others.

Source; MF, Eurostat
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Moreover, while for February 2017 the MF expects budget surplus at the amount of BGN 822,4
million (EUR 420,5 million, or 0,9% of GDP), for the whole year of 2017 the budget deficit is
expected to be BGN 1,33 billion (EUR 680 million, or 1,4% of GDP).
The share of the government debt to GDP was 28,7% as of the end of the third quarter of 2016.
Bulgaria is among the countries with the lowest government debt and it is third after Estonia
and Luxembourg. The level of the government debt to GDP ratio for Bulgaria is below the EU
average, which was 83,3% as of the end of September 2016. The increase in the ratio for 2016
was due to the issued eurobonds for approximately EUR 2 billion on the international capital
markets in March 2016. The funds will be used for repaing outstanding maturities of government
bonds in 2017. The issue policy of the government does not consider any issuances on the
international capital markets in 2017.
The Long-term Interest Rate for Convergence Assessment Purposes (LTIR) decreased to 1,8%
as of the end of 2016 from 2,43% as it was as of December 31, 2015. For comparison, as of
the end of 2016 the LTIR in Romania was 3,73%, in Poland – 3,54%, and in Hungary - 3,31%.
As of the end of the third quarter of 2016 the share of gross external debt decreased to 72,7%
of GDP from 75,3% in the end of 2015. The share of external liabilities of the banking sector
dropped to 8,1% of GDP from 9,1%.

Source: BNB, own calculations

The monetary base coverage with foreign currency reserves was 163,4% as of the end of 2016,
according to the calculations on the basis of the data of BNB’s Issue Department. This means
that the monetary base is substantially secured by foreign reserves.
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Key indicators for the Bulgarian economy
2011
Public sector
Budget revenues and grants (mln. BGN)
Budget revenues and grants/GDP (%)
Budget expenditures (mln. BGN)
Budget expenditures/GDP (%)
Budget balance (Deficit(-) / Surplus(+)) (mln. BGN)
Budget balance/GDP (Deficit(-) / Surplus(+)) (%)
Fiscal reserve (end of period) (mln. BGN)
Government debt and external liabilities of the banking
sector
Government debt/GDP of Bulgaria (%)
Government debt/GDP of EU (%)
Long-term Interest Rate for Convergence Assessment
Purposes (LTIR) (end of period) (%)
Gross external debt/GDP (%)
External liabilities of the banking sector/GDP (%)

2012

25 378,1 27 469,4
31,4
33,5
26 866,6 27 828,3
33,3
33,9
-358,8
-1,9
-0,4
4 998,8 6 081,0

2013

2014

2015

2016 Q1 2016 Q2 2016 Q3

28 977,3
35,3
30 418,2
37
-1 440,8
-1,8
4 680,6

29 409,1
35,2
32 482,0
38,8
-3 072,9
-3,7
9 170,4

32 199,5
36,4
34 684,8
39,2
-2 485,2
-2,8
7 872,9

9 096,7
9,9
7 234,4
7,9
1 862,3
2
11 866,3

8 612,7 7 942,8
9,3
8,6
7 404,3 7 650,9
8,1
8,3
1 208,4 291,9
1,3
0,3
14 131,5 14 286,7

2016 Q4

2016

12,9

33 953,1
36,8
32 480,5
-35,2
1 472,5
1,6
12,9

15,2
81,1

16,7
83,8

17
85,7

27
86,7

26
85

29,6
84,4

29,4
84,2

28,7
83,3

-

-

5,2251

3,4391

3,4294

2,9578

2,4318

2,655

2,4038

2,1501

1,7964

1,7964

87,9
14,7

89,9
16,3

87,9
14,3

92,0
12,8

75,3
9,1

73,2
8,7

73,9
8,8

72,7
8,1

73,9
8,9

73,9
8,9

Source: MF, Eurostat, BNB
GDP for 2016 – BGN 91,873 billion (BNB forecast)

Capital market
In 2016 compared to 2015 the main indices on the Bulgarian Stock Exchange-Sofia (BSE)
increased as follows: SOFIX by 27,4%, BGBX40 by 19,9%, BGREIT by 11,4% and BGTR30
by 19,6%. The growth of the Bulgarian index SOFIX was the second highest among the major
stock market indices in the Central and Eastern Europe.
As of December 31, 2016 the market capitalisation increased to 10,45% of GDP from 9,7% in
the end of 2015. The BSE’s turnover grew by 1,3% on an annual basis to BGN 416 million
(EUR 212,7 million), while the number of deals increased by 2,7% to 58 442. Last year the
sixteenth banks, members of the BSE-Sofia, incured 7% of all deals and 9% of the turnover on
regulated market.

Source: BSE-Sofia, own calculations
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In the autumn of 2016 the Council for the Development of the Bulgarian Capital Market
was created. At the same time the exchange-traded fund (ETF) Expat Bulgaria SOFIX UCITS
ETF, tracking the performance of the major index SOFIX, started working. In regional plan, the
number of exchanges, joined the SEE Link project, had increased.

№

Country

Index

1
Hungary
BUX
2
Bulgaria
SOFIX
3
Russia
MICEX
4
Croatia
CROBEX
5 Macedonia MBI 10
6
Serbia
BELEX
7
Poland
WIG
8
Slovakia
SSI
9
Turkey
ISE 100
10 Slovenia
SBITOP
11
Greece
ASE
12 Romania
BET
Czech
13
PSE
republic

31 December 30 November
2015
2016
23 920,65
30 014,04
460,90
562,82
1 761,36
2 104,91
1 689,63
1 997,81
1 833,26
2 206,82
1 380,42
1 531,84
46 467,38
48 618,64
292,35
305,20
71 726,99
73 995,20
696,15
690,72
631,35
628,75
7 004,32
6 833,93
956,33

31 December
2016
32 003,05
586,43
2 232,72
1 994,84
2 134,91
1 569,43
51 754,03
318,57
78 138,66
717,59
643,64
7 072,28

Monthly
change
6,63%
4,19%
6,07%
-0,15%
-3,26%
2,45%
6,45%
4,38%
5,60%
3,89%
2,37%
3,49%

Change in
2016
33,79%
27,24%
26,76%
18,06%
16,45%
13,69%
11,38%
8,97%
8,94%
3,08%
1,95%
0,97%

921,61

4,58%

-3,63%

881,22

Key indicators for the Bulgarian economy
2011
Capital market
Market cap/GDP
SOFIX
BGBX40
BGREIT
BGTR30
Turnover on BSE-Sofia (thousand BGN)
Number of deals on BSE-Sofia
Source: BSE-Sofia, Bloomberg, own calculations
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15,4%
322,11
113,69
51,25
264,5
717 023
109 260

2012

2013

12,0% 12,1%
345,46 491,52
125,11
100
79,62
88,66
257,87 349,03
864 038 1 522 000
68 855 87 069

2014

2015

2016

11,7% 9,7% 10,45%
522,1 460,9 586,43
104,61 92,82 111,3
98,75 97,03 108,11
407,5 383,82 459,19
774 900 410 800 416 003
118 074 60 047 58 442

II. The banking sector in Bulgaria in 2016
Balance sheet statement (Statement of financial position)
Assets
The banking sector’s assets growth in 2016 was 5,2% on an annual basis to BGN 92,1 billion
(EUR 47,09 billion). The share of total assets of all 27 banks, operating in Bulgaria, to GDP is
again above 100% and as of December 31, 2016, reached 100,4%. The indicator rose because
of the banking sector’s assets growth and higher economic growth.
The five biggest banks in terms of assets kept their market share unchanged at 57,3%, as it
was as of the end of December 2015. The banks from the second group increased their market
share to 40,3% compared to 38,8% a year earlier on the back of foreign bank’s branches, which
comprised 2,4% of the amount of the total assets.

Source: BNB, own calculations
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As of December 31, 2016, 60,9% of banking system’s assets were in the form of loans and
receivables, totaling BGN 56,1 billion (EUR 28,68 billion). Cash balances, which were BGN
18,2 billion, comprised 19,7% of the assets. The share of investments in financial assets (heldto-maturity, for trading, available-for-sale, designated at fair value through profit or loss) as the
amount of BGN 13,5 billion (EUR 6,9 billion) was 14,7%. As of the end of 2015 their shares
were 62%, 20% and 12,7%, respectively. The indicator, which defines the level of financial
intermediation in the economy – the share of loans and receivables to GDP, was 53%.

Source: BNB, own calculations

12

Banks’ excess reserves in the BNB decreased to BGN 5,6 billion (EUR 2,86 billion)
as of the end of October 2016 compared to BGN 7,37 billion (EUR 3,77 billion) as of the end of
2015.

Source: BNB, own calculations

Liabilities
Banking system’s liabilities were in the amount of BGN 79,962 billion (EUR 40,88 billion) and
also rose by 5,2% compared to the end of 2015. The first group of banks comprised 56,8% of
the liabilities (BGN 45,45 billion), second group – 40,4% (BGN 32,32 billion), and the others
roughly 2,8% (BGN 2,19 billion) – of banks in the third group.
The growth was driven by the rise of deposits, which formed 98,3% of the total liabilities. From
the statement of financial position of the system it was evident that the value of deposits grew
by 5,7% on an annual basis to BGN 78,585 billion (EUR 40,18 billion). A year ago the share of
deposits was lower – 97,9%. The share of the entry „Provisions“, which includes unsettled legal
issues and lawsuits, credit commitments, guarantees, pensions and etc., accounted for 0,2%,
or BGN 176,4 million in absolute terms. The share of financial liabilities, held for trading and
other liabilities were respectively 0,2% and 0,5%. The shares of all other remaining liabilities is
negligible, complementing the sum up to 100%.
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Equity
As of the end of 2016 the equity in the banking system increased by 5,3% Y-o-Y to BGN 12,133
billion (EUR 6,2 billion) from BGN 11,523 billion (EUR 5,89 billion). The dynamic of the positions
was mainly due to changes in profit and dividends. The equity of the banks in the first group
was at the amount of BGN 7,321 billion (EUR 3,74 billion), and that of the second group – BGN
4,789 billion (EUR 2,45 billion).

Statement of profit or loss
Net profit
For the banking sector the year of 2016 finished with net profit of BGN 1,262 billion (EUR 645
million), as the profit grows for a third consecutive year. The increase was by 40,5% compared
to 2015. The profit after taxes is the highest since 2008, when the system recorded BGN 1,39
billion (EUR 711 million) net profit.

Source: BNB, own calculations

The main factors contributing to the high profit were the stable income and lower costs. The
deal between Visa Europe and Visa Inc. had a one-off effect on the financial result for 2016.
The BNB assessed it at BGN 186 million (EUR 95,1 million), which, if excluded, will show a net
profit of BGN 1,08 billion (EUR 552 million). Тhus, the adjusted profit grew by 20,2% on an
annual basis compared to BGN 898,4 million (EUR 459,3 million) in 2015. The one-off effect
was registered in June 2016 when the system earned BGN 271,4 million (EUR 138,8 million)
for the month. Practically, the one-off effect comprised the half of the growth in the net profit in
14

2016 in absolute terms, which was at the amount of BGN 363,9 million (EUR 186,1 million).
This has to be considered when comparing the net profit, expected for 2017 to the one
registered for 2016.

Source: BNB, own calculations

The loss for the system in December 2016 was mainly due to additional impairments and
provisions, incurred in the month.
Eventually, the first group of banks generated 70,9% of the profit in 2016, the second group –
29%, and the third group – 0,1%. As of the end of 2015 the five biggest banks in terms of assets
registered 82,1% of the financial result after taxes, and second group – 19,5%.

Source: BNB, own calculations
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Net interest income
As of the end of 2016 the net total operating income of the banking system was in the amount
of BGN 4,08 billion (EUR 2,07 billion) compared to BGN 4,198 billion (EUR 2,15 billion) as of
the end of 2015. The net interest income formed 68,8% of it, which was BGN 2,81 billion (EUR
1,44 billion). The growth rate slowed to 1,2% on an annual basis. Its level was formed by the
difference between interest income and interest expenses.
As of December 31, 2016, the interest income dropped by 9,2% Y-o-Y to BGN 3,32 billion (EUR
1,67 billion). Interest expenses were in the amount of BGN 510,8 million (EUR 261,2 million),
which was by 42% lower on an annual basis.

Source: BNB, own calculations
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Net fees and commissions income
As of December 31, 2016, the net fees and commissions income grew by 3,5% Y-o-Y to BGN
921 million (EUR 470,9 million). It made 22,6% of the net total operating income of the system.
The growth of income from fees and commissions, which in the end of 2016 was at the amount
of BGN 1,06 billion (EUR 542 million), slowed to 3,6% from 8%, registered a year ago. Fees
and commissions expenses slowed their growth to 4,3% compared to 11,6% and as of the end
of 2016 they were in the amount of BGN 142,5 million (EUR 72,9 million).

Source: BNB, own calculations
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Operating expenses and impairments
The banking sector improved its financial result, because of the lower costs, too. The
administrative expenses, which include staff expenses, were by 14,2% lower compared to 2015
when they equaled to BGN 1,588 billion (EUR 811,9 million). The total operating expenses, as
a sum of administrative expenses and depreciation, decreased by 12,8% on an annual basis
to BGN 1,763 billion (EUR 901,4 million).
The net effect of roughly BGN 94 million (EUR 48 million) from banks’ contributions in 2015 to
the two funds – the Resolution and Restructuring Fund and the Deposit Insurance Fund – also
had an effect on banking systems’ profit compared to 2016. While in 2016 the banks had to
contribute with BGN 246,28 million (EUR 125,9 million) in total, in 2015 the amount was BGN
340,27 million (EUR 194 million). The higher contributions in 2015 decreased the profit in that
year, which changes the level in comparison with the profit for 2016.
The banking system made less impairments in 2016. They have dropped by 22,1% for a year
to BGN 911 million (EUR 465,8 million) from BGN 1,169 billion (EUR 597,7 million) a year ago.

Source: BNB, own calculations

The tax expenses, related to profit or loss from continuing operations, of the banking system
increased to BGN 147,6 million (EUR 75,5 million) in 2016 from BGN 114,3 million (EUR 58,4
million) in 2015. The cost/income ratio declined to 43,2% from 48,16%, as it was a year ago.
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Source: BNB, own calculations

Financial indicators
Liquidity
As of the end of 2016 the liquid asset ratio, calculated in accordance with the BNB Ordinance
№ 11, increased to 38,24% from 36,71% as of 31st of December 2015. The increase of cash
and cash balances of the banks in the BNB and of the financial assets contributed to the growth
of the liquid assets. The liquid asset ratio for the first group of banks was 38,8%, for the second
group – 36,14%, and for the third group – 57,65%.

Source: BNB
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Capital adequacy
As of the end of 2016 the common equity tier 1 (CET 1) of the banking system increased to
20,41% from 19,98% in the end of 2015. In the first group of banks the indicator increased to
21% from 20,41%, and in the second group – to 19,6% from 19,36%. On a system level the
total capital ratio increased to 20,88% from 20,46% at the end of 2015. As of the end of
December 2016 the level was 21,66% for the first group and 19,81% for the second group.
The level of capital adequacy for the Bulgarian banks is above the EU banks average, which,
according to the latest ECB data, was 13,7% for CET 1 and 17,19% for the total capital ratio as
of the end of September 2016.

Source: BNB
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Profitability (ROA и ROE)
The growth of assets, profit and equity of the banking system led to substantial increase of the
profitability indicators.
As of December 31, 2016, the value of Return on Assets (ROA) increased to 1,42% from 1,05%,
recorded as of December 31, 2015. The value of the indicator was 1,75% for the first group of
banks, 1,04% for the second group and 0,05% for the third group.

Source: BNB, own calculations

The Return on Equity (ROE) increased to 10,57% from 8,12%, as it was a year earlier. For the
first group of banks the ratio was 12,39% and for the second group – 7,81%.

Source: BNB, own calculations
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Loans and deposits
In 2016 the lending activity showed a distinct signs of revival. The total amount of the credit for
the non-government sector (non-financial corporations and households) recorded its first
positive growth since 2012 (the change in 2013 was zero). According to the BNB’s monetary
statistics in 2016 the amount of outstanding loans for the businesses and households rose by
1% Y-o-Y to BGN 49,09 billion (EUR 25,1 billion) compared to the drop of 0,7% in 2015. In
2016 the amount of loans on new business for the non-government sector increased by 13,7%
to BGN 20,6 billion (EUR 10,53 billion).
After the BNB excluded Corporate Commercial Bank (KTB) from the statistics in the end of
2014 the total amount of loans has not passed the BGN 50 billion mark yet, and thus the credit
for the non-government sector remained relatively constant in the last three years. At the same
time, the GDP grows in nominal terms. Thus the ratio loans to non-government sector/GDP
declined and as of the end of December 2016 it reached 53%, compared to 54,9%, registered
at the end of December 2015.

Source: BNB, own calculations
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As of the end of last year the share and the volume of non-performing loans continued to decline
– in all segments and by banking groups. As of December 31, 2016, the volume of nonperforming loans (excluding Central Banks and Credit Institutions) declined to BGN 6,99 billion,
while the tendency for the decline was kept. According to calculations based on the data of the
Banking Supervision Department the share of non-performing loans in the banking system
dropped by 12,83% compared to 15,35% as of the end of 2015. The share is the lowest since
2011. The share of non-performing loans to non-financial corporations declined to 15,14% from
17,46%, while the decline in the segment of consumer loans was to 11,18% from 13,67%, and
for loans to house purchases the drop was to 7,72% from 10,45%.
As of the end of 2016 the level of non-performing loans to non-financial corporations declined
to BGN 5,02 billion (EUR 2,57 billion) from BGN 5,81 billion (EUR 2,97 billion) as of the end of
2015. In the segment of consumer loans the amount dropped to BGN 980,3 million (EUR 491,2
million) from BGN 1,12 billion (EUR 572,6 billion) and in the housing loans segment – to BGN
670,2 million (EUR 342,7 million) from BGN 911,4 (EUR 466 million) as of the end of 2015.
In the first group of banks the share of non-performing loans declined to 14,45% compared to
14,36% a year ago, while for the second group of banks the ratio fell to 10,92% compared to
15,36%, recorded in the end of 2015.

Source: BNB, own calculations
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The deposits, attracted by the banks, continue
their growth. The total outstanding amount of
deposits in the banking system reached BGN
68,189 billion (EUR 34,86 billion) despite the
historically low interest rates.
This was an evidence for the confidence in the
system, which was due to the still high
propensity to save by the households and the
cautious investments by the non-financial
corporations, although the pace of deposits’
growth slowed to 7% in the end of 2016
compared to 10,6% as of the end of 2015.

Source: BNB, own calculations

Loans and deposits of households
In 2016 the outstanding amount of consumer loans grew by 0,6% to BGN 7,31 billion (EUR
3,74 billion), which is the first annual increase since 2013. Consumer loans on new business
increased by 15% on an annual basis to BGN 3,34 billion (EUR 1,71 billion), as 97% of them
were agreed in BGN.
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Source: BNB, own calculations

The outstanding amount of housing loans registered their first annual rise since 2012 with a
growth of 1,4% Y-o-Y to BGN 8,77 billion (EUR 4,48 billion). In 2016 the new business on
housing loans increased by 18,9% compared to 2015 and reached BGN 2,26 billion (EUR 1,16
billion). Approximately 86% of the new loans for house purchases were agreed in BGN, and
the rest – in EUR.

Source: BNB, own calculations

In 2016 the amount of deposits to households and NPISH grew with a slower pace – from 6,6%
compared to the growth of 8,5% in 2015. In December 2016 deposits from households crossed
the BGN 45 billion (EUR 23 billion) mark for the first time and as of the end of last year reached
BGN 45,38 billion (EUR 23,2 billion). On the other side, households comprise almost two thirds
of the deposits in the banking system (66,5%).
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Source: BNB

Credit and deposits of non-financial corporations
In 2016 the outstanding amount on deposits from non-financial corporations increased by 6,3%
Y-o-Y to BGN 19,369 billion (EUR 9,9 billion).
Last year the outstanding amount on loans to non-financial corporations grew by 0,3% to BGN
30,58 billion (EUR 15,64 billion) and thus has been recorded their first annual growth since
2013. Except overdrafts, loans to non-financial corporations recorded faster pace of growth of
2,3% on an annual basis, reaching BGN 21,57 billion (EUR 11,03 billion).
The new business on loans to non-financial corporations increased by 12,6% in 2016 to BGN
15 billion (EUR 7,67 billion). The share of new loans, agreed in BGN, was 49%, those in EUR
were 48%, and the rest (3%) was the share of new loans in USD.

Source: BNB, own calculations
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Interest rates
The previous year was characterized with a decline in the average interest rates on new
deposits in all sectors and currencies. There was a downward dynamics in the interest rate
levels on newly agreed loans due to the low bank funding costs and increased volume of
attracted funds in the banking system. The competition between the banks and the absence of
investment alternatives also contributed to this trend.

Interest rates on interbank money market
The interest rates on the interbank money market declined substantially in the first months of
2016. This was mainly due to the new Ordinance № 21 of the BNB, which as of January 1,
2016, introduced negative interest rates on banks’ excess reserves when the interest rate on
the deposit facility of the ECB is negative. The zero interest rate remains applicable to excess
reserves when the interest rate on the deposit facility of the ECB is positive or zero. The
changes in the Ordinance contributed to the faster transmission of the effects of the ECB’s
monetary policy on the quotes on the interbank money market in Bulgaria. As of December 31,
2016, the base interest rate was 0%, LEONIA, the one month EURIBOR, all maturities of
SOFIBID from overnight to 10 months and those of SOFIBOR from overnight to 3 weeks had
negative values.

Source: BNB, ECB
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Interest rates on deposits
The interest rates on newly agreed term deposits continued their smooth decline. In 2016 the
average interest rate on deposits with agreed maturity for households on new business in BGN
declined by 81 basis points to 0,67% from 1,48% as of the end of December 2015. The decline
in euro was by 66 basis points to 0,51% from 1,17%. The average interest rate of new business
on deposits with agreed maturity for non-financial corporations has fallen to 0,14% from 0,5%
for deposits in BGN and to 0,26% from 0,62% for deposits in EUR.

Source: BNB

Interest rates on loans
Last year was characterized by a substantial drop in the interest rates on loans, mainly on
housing loans, but also on loans for non-financial corporations.
In 2016 the average interest rates on housing loans declined to 4,37% for those, agreed in
BGN, and to 4,11% for those in EUR. The interest rate on housing loans in BGN has fallen
below the 5% mark in the second half of 2016, while the interest rate on housing loans in EUR
dropped below 5% for the first time in December 2016. For the first time since 2012 the average
interest rates on housing loans in EUR are below those, agreed in BGN.
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Source: BNB

The average interest rate on consumer loans in BGN fell to 10,8% as of the end of December
2016 compared to 11,53% in the end of December 2015. The interest rate on consumer loans
in EUR fell to the historically low 5,45% compared to 6,44% a year ago and the maximum value
of 11,9%, recorded in May 2009.

Source: BNB
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As of the end of December 2016 the annual percentage rate, which includes the interest rate
component and the component of all other fees and commissions, dropped to 4,86% for
housing loans in BGN and to 4,47% for housing loans in EUR from 5,91% and 6,46%
respectively a year earlier. The decline was to 11,63% for consumer loans in BGN and to 7,9%
for those in EUR. As of December 31, 2015, the annual percentage rates were 12,47% and
7,09%, respectively.
The average interest rates on new business on loans for non-financial corporations fell to 3,9%
for loans in BGN and to 4,16% for loans in EUR. The decrease was respectively from 5,15%
and 4,59%.

Source: BNB

On the other hand, the lower interest rates give grounds for expanding the lending activity and
for maintaining, or even increasing, the economic growth.
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Disclaimer
This document is for information purposes only and is prepared, using materials and data,
published by NSI, BNB, MF, ECB, EC, IMF, WB and EBRD.
The information in this publication is general in nature. It cannot be perceived as a
recommendation for buying or selling financial instruments or securities and it is not a proposal
or prospectus within the meaning of the Law on Public Offering of Securities, the Law on
Markets in Financial Instruments or other related regulatory acts, including foreign ones.
Neither the Association of Banks in Bulgaria, nor its members cannot be held responsible for
the accuracy or completeness of this information.
All historical rates, statistical data and graphs are up to date, up to and including March 7, 2017,
unless otherwise stated. The views provided are those prevailing on March 7, 2017.
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