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— MACROECONOMIC ENVIRONMENT AND POLICIES IN BRIEF 

 Short-term business statistics reported an improve-

ment in economic activity - industrial production and turno-

ver, as well as retail sales, accelerated in July. Construction 

production index moved to positive territory boosted by posi-

tive developments in civil engineering, while the business cli-

mate indicator showed no change in September. 

 Unemployment rate went further down to 10.7% in Au-

gust, supported by the ALMM implementation, while prelimi-

nary data showed a sustained downward trend in September. 

August producer price inflation gained momentum, as 

higher energy and food costs pushed the headline rate. 

Shrinking wheat supplies have been leading cereal markets in 

recent months. Nonetheless, international grains prices re-

ceded in August and September. 

 External sector developments once again proved posi-

tive, as the overall balance of payments came in positive at 

EUR 985.5 mln in July with all three accounts contributing to 

the surplus. The Eurobonds issue in the beginning of July trig-

gered an increase in long-term government indebtedness, 

thus the latter climbed to 8.7% of GDP in July from 6.9% at 

the end of June. Although being high, this level is still sub-

stantially below the Maastricht upper-threshold and stands 

well in peer comparison. 

 Budget position improvement continued, as general gov-

ernment budget balance registered a fourth consecutive 

monthly surplus. The latter came in at 0.1% of GDP at the 

end of August, an improvement of 1.1 pps from a year earlier. 

 Yet another successful 10Y GS auction has been held on 

September 25. The average weighted yield fell to a record 

low in the 10Y maturity segment since 2005. The improve-

ment happened despite a bid to cover ratio of just 2.79, com-

pared to 5.47 a month earlier. The overall nominal value of 

the issue after this auction is BGN 250 mln, which makes it 

one of the most liquid issues on the domestic market during 

the current issue year. The serious downward trend observed 

in the long-term segment of the debt curve found yet another 

even clearer display, as a historical low yield of 0.54% was 

achieved at the auction for the sale of 2Y GS held October 8. 

 According to the recent financial sector survey, financial in-

termediaries have a positive assessment of the current 

economic situation in Bulgaria, furthermore their expecta-

tions for the short-term economic growth improved.  

This issue of Recent Economic Developments Review is based on materi-

als and statistical data received up to October 5, 2012. Contents of the 

Monthly Report on Bulgarian Economy may be quoted or reproduced 

without further permission, however, due acknowledgment is request-

ed. The estimates and projections published in this issue should not be 

regarded as advice or recommendation. 

The current report, as well as previous issues, is available at the Ministry 

of finance website. For any questions or comments, please contact the 

Economic and Financial Policy Directorate at 102, Rakovski Str., 1040 

Sofia, Bulgaria, or to secretary.evp@minfin.bg. 

http://www.minfin.bg/en/page/542
http://www.minfin.bg/en/page/542
mailto:secretary.evp@minfin.bg
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— RECENT ECONOMIC DEVELOPMENTS

Industrial turnover accelerated further to 9.2% yoy in July, 

as both domestic and foreign turnover contributed for the posi-

tive developments. After a 3.9% decrease a month earlier, for-

eign industrial sales increased by 9.9% yoy. Energy goods con-

tributed the most for the registered growth. Although manufac-

ture of basic metals, which has the largest share in industrial 

turnover for foreign markets, continued on the decrease, its 

negative contribution narrowed compared to the previous month. 

Meanwhile, domestic turnover continued to increase reaching 

8.7% annual growth. Electricity, gas, steam and air conditioning 

supply as well as manufacture of food products and manufacture 

of chemical products had major contribution for the registered 

growth. 

Industrial turnover 

(%, yoy) 

 
Source: NSI 

 

Industrial production also gained momentum and accelerated 

its growth to 1.7% in yoy terms. That trend was mainly due to 

the contribution of energy goods and consumer non-durable 

goods while goods for intermediate consumption continued to 

affect negatively the industrial activity. 

Retail sales increased for a second straight month in July and 

reached 1.3% yoy from a 0.6% growth a month earlier. Similar 

to their development in the previous months, retail sales of med-

ical and orthopedic goods increased the most, up 10.2% yoy. At 

the same time, retail sale of computers, peripheral units and 

software, as well as retail sale of automotive fuel in specialized 

stores, also accelerated their growth rates to 5.8 and 5.1% re-

spectively. 

Construction production index moved to positive territory, up 

by 3.4% yoy. The latter was almost entirely the result of positive 

development in civil engineering, which increased by 10.7% yoy, 

while the slump in building construction narrowed to 2% yoy. 

The business climate indicator showed no change in Septem-

ber. The growth reported in construction new orders and retail 

trade sales offset the worsening of the assessments in the ser-

vices sector. 
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Business climate 

(balance) 

 
Source: NSI 

Jobless rate went further down to 10.7% in August, supported 

by the ALMM implementation. Unemployment number totaled 

351.5 K, down 1.4% over July. Both the inflow and outflow of 

unemployed contributed to the downward monthly dynamics. 

The newly registered in the employment offices were 16% lower 

on a month earlier, being positively influenced by the seasonal 

employment. Unemployment outflow stepped up by 1.2%, driven 

by the higher number of persons who started working in August 

– 20.1 K. The latter rose 9.7%, almost fully on account of the 

larger number of persons who found jobs under the implemented 

ALMM, in particular those included in measures financed under 

the OP “Human resource development”. The primary labor mar-

ket activity in hiring new people decreased over the active sea-

son, however, labor demand increased on a month earlier, large-

ly led by the administrative and subsidiary activities and educa-

tion before the start of the new school year. 

 

Inflow, outflow and total number of unemployed people 

(in thousands) 

 
Source: EA 

Preliminary figures proved a sustained downward trend in Sep-

tember, thus unemployment narrowed to 10.6% largely on ac-

count of the higher number of persons who found jobs with the 

school year beginning. 

Higher energy and food costs pushed the HICP inflation further 

up to 3.1% yoy as of August. Domestic producer price infla-

tion accelerated to 7.1% yoy in August, up 1.4% mom. More 

than 2/3 of the registered monthly increase was driven by price 

dynamics of refined petroleum products, which contributed by 

almost 1 pp to the rise in the overall index. Prices in the manu-

facture of food went up 1.8% mom, thus adding another 0.21 

pps to the monthly headline rate. Shrinking wheat supplies have 

been leading cereal markets in recent months. Nonetheless, in-

ternational grains prices receded in August and September, fol-

lowing the announcement by the Russian Federation that it 
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would not impose restrictions on exports. The strengthening of 

the euro against the USD helped in this direction. However, the 

grain-intensive pig and poultry sectors recorded particularly 

strong gains, leading to a strengthening of dairy and meat pric-

es, the UN Food and Agriculture Organization (FAO) reported. 

World demand for milk products remained firm which, combined 

with increasing feed costs, is underpinning world prices. 

International prices and domestic PPI* dynamics 

(%, yoy) 

 
* producer price index 
Source: NSI, MF 

The overall balance of payments came in positive at EUR 

985.5 mln in July with all three accounts contributing to the sur-

plus. The EUR 360.6 mln current account surplus registered 

during the month reduced the deficit accumulated since the be-

ginning of the year to EUR 487.7 mln or 1.2% of GDP compared 

to a surplus of 0.8% of GDP a year ago. Among the articles, 

trade balance deteriorated yoy, services balance remained prac-

tically unchanged, while income and net transfers improved 

compared to the same month of 2011. Both exports and imports 

growth rates decelerated further in July, but exports rate of 

change (0.6% yoy) remained below that of imports (5.1% yoy). 

Trade deficit amounted to EUR 2 417 mln in January-July, equal 

to 6.1% of GDP. 

FDI, Current and Financial Account  

(January-July, billion euro) 

 
Source: BNB 

In the services sector, the increase in transport receipts and 

the stable tourist performance were almost offset by higher 

payments for import of other services and other business ser-

vices in particular. As a result, the balance changed marginally in 

yoy terms. The accumulated services surplus reached 3.4% of 

GDP in January-July, up 0.1 pps yoy. The contraction in the In-

come deficit due to shrinking direct investments payments con-

tinued. The balance for the seven months of 2012 was negative 

at EUR 721.4 mln (1.8% of GDP). Current transfers balance was 

slightly above its last year level in July and the accumulated flow 

in 2012 was 17.2% higher yoy.  
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Financial account surplus stood at EUR 504.4 mln, thus the 

accumulated balance for the first seven months reached EUR 

1 148.5 mln or 2.9% of GDP. Revised FDI data showed inward 

investment in 2011 at the amount of EUR 1 746 mln, being EUR 

846.2 mln in January-July 2012. According to detailed BNB data, 

most of the investments in H1 were in equity capital. After 

switching positive and negative monthly balances since the be-

ginning of the year, other investments came in at a deficit. The 

accumulated deficit stood at EUR 154.4 mln compared to EUR 

1 549.8 mln deficit in January-July 2011. Portfolio investment 

balance was determined by the Eurobonds issue in the beginning 

of July, reflected in an increase in liabilities towards non-

residents. 

Eurobonds also triggered some upward gross external debt 

(GED) dynamics. Their issue led to an increase in long-term gov-

ernment indebtedness, thus the latter climbed to 8.7% of GDP in 

July from 6.9% at the end of June. Although being high, this lev-

el is still substantially below the Maastricht upper-threshold and 

stands well in peer comparison. Foreign indebtedness of all other 

institutional sectors declined over the previous month. After a 

slight increase in June, bank GED narrowed again, as foreign de-

posits declined mom and yoy. The indebtedness of the banking 

sector fell to 14.2% of GDP compared to 16.6% a year earlier. 

The FDI indebtedness in the form of intercompany lending edged 

down 0.4% mom, while being up 3.4% yoy. As of end-July, total 

GED stood at EUR 36 422.8 mln or 92.1% of GDP compared to 

revised 94.7% twelve months earlier. 

 

Coverage with FX Reserves 

 
Source: BNB, MF 

International reserves posted a significant monthly growth, up 

3% mom, reaching EUR 15.5 bn at end-September. As a result, 

their annual growth rate accelerated and reached 18.8%. Their 

monthly dynamics was driven by an increase in bank reserves 

and the Government deposit, up 8.1 and 3.7% respectively. 

Monetary base coverage remained unchanged at 192.3% from 

the end of August. International reserves were enough to cover 

6.6 months of imports or 157.5% of the short term external debt 

at the end of July. 

Money supply growth went to 8.8% yoy at the end of August 

being 10% a month earlier. Even though overnight deposits’ an-

nual growth decelerated to 10.7% from 15.5% in July, deposits 

with agreed maturity gained some momentum, up by 6.2% yoy 

compared to 5.2% at the end of the previous month. Broad 

money expanded by 0.3% mom in August triggered by a 1.9% 

increase of money outside MFI and a 0.4% increase of deposits 

with agreed maturity, while the overnight deposits contracted by 

5.0

5.5

6.0

6.5

7.0

7.5

8.0

90

110

130

150

170

190

210

03 06 09 12 03 06 09 12 03 06 09

2010 2011 2012

Monetary base, lhs (%)

Short term external debt, lhs (%)

Imports, rhs (months)



 RECENT ECONOMIC DEVELOPMENTS,  BULGARIA  |  SELECTED ISSUES ,  SEPTEMBER 2012   

 6  

1.1% mom. Total deposits were up by 8.6% yoy as of end-

August, but slowed down compared to 10% yoy in July due to 

smaller contributions from non-financial and financial corpora-

tions. In August alone, total deposits grew marginally by BGN 11 

mln in nominal terms. 

Credit growth 

(% change, yoy) 

 
Source: BNB, MF 

Credit to the private sector reported 3.9% yoy growth, com-

pared to 4.2% a month earlier. The growth of credits to non-

financial enterprises came down to 6.5% yoy, being 6.9% at the 

end of July. Consumer credits continued to contract faster, down 

2.9% at end-August, decreasing by 2.3% yoy a month earlier. 

Mortgages showed some positive developments, as their annual 

rate went up from 0.1% to 0.4% yoy. Bad and restructured 

credits growth decelerated to 13.3% yoy (15.1% in July) and 

their share in credits to households and non-financial enterprises 

remained unchanged at 18.6%. 

Interest rates and volumes of time deposits in BGN up to 1 year 

 
Source: BNB, MF 

Weighted average interest rate on corporate credits dropped 

significantly, down 1.9 pps in August, but the volumes of newly 

lent credits came in 36.6% lower compared to July. Consumer 

credits were by 0.2 pps more expensive than in the previous 

month, posting a 0.6% drop in volumes. The price of mortgages 

was marginally down by 3 bps, despite new credits were down 

6.3%. The weighted average interest rate on deposits denom-

inated in BGN decreased by 5 bps in August, while rates on de-

posits in EUR and USD went up by 8 and 1.2 bps respectively. 

The amount of new deposits came down by 7.9% (BGN 287.3 

mln) from July. 

Budget position improvement continued, as general gov-

ernment balance registered a fourth consecutive monthly sur-

plus. The latter came in at BGN 107.6 mln (0.1% of GDP) on a 
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cash basis at the end of August, down 1.1 pps from a BGN 731.1 

mln deficit for the corresponding period a year earlier. 

Consolidated Budget 

(monthly value, mln BGN) 

 
* Incl. contribution to EU budget 
Source: MF 

Total revenue for the first eight months accounted for 61.9% of 

the 2011 annual plan, up by 9.6% yoy in nominal terms. Tax 

revenues increased by 7.4%, mostly owing to indirect taxes - up 

12.2% yoy, while VAT receipts in January-August came 15.6% 

higher compared to the same period of 2011. Excise duties in-

creased as well, up 6.9% yoy. Direct taxes, social and health in-

surance contributions and non-tax revenues grew by 4.9, 1 and 

8.4% respectively. Grants collected during the first eight months 

again had the highest positive contribution for the overall reve-

nue rise, up by 61.3% yoy. Nevertheless, grants received so far 

(25.7% of grants planned) were much below the targeted level.  

Total expenditure, including Bulgarian contribution to EU 

budget, accounted for 59.3% of the annual plan. Compared to 

the same period of 2011 overall outlays grew by 4.3% in nomi-

nal terms, mainly due to higher expenditures on capital (up 

32.1% yoy), followed by social and health spending (up 4.7%). 

Expenditures on wages and salaries, social and health insurance 

contributions and interest also went up. The impact of these 

spending items’ increases on total expenditure dynamics was 

partially offset by lower payments on maintenance (a 0.8% de-

crease) and subsidies (-28.2%). 

Fiscal reserve amounted to BGN 6.9 bn (8.9% of GDP) at end-

August. 

General government debt, including government guaranteed 

debt, stood at 18.9% of GDP. External debt amounted to 11.5% 

of GDP, domestic debt - to 6% of GDP, while guaranteed debt 

came to 1.4% of GDP. 
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— KEY ECONOMIC INDICATORS 
 

  2008 2009 2010 2011 Q3'11 Q4'11 Q1'12 Q2'12 III'12 IV'12 V'12 VI'12 VII'12 VIII'12 

— GDP                              

Gross Domestic Product
1
 %, yoy 6.2 -5.5 0.4 1.7 1.4 0.9 0.5 0.5       

Consumption %, yoy 2.6 -7.3 0.5 -0.3 1.5 -1.8 1.5 3.2       

Gross fixed capital formation %, yoy 21.9 -17.6 -18.3 -9.7 -7.4 -10.5 -5.4 -2.1       

Export %, yoy 3.0 -11.2 14.7 12.8 5.3 11.9 -0.1 3.9       

Import %, yoy 4.2 -21.0 2.4 8.5 8.9 5.2 0.0 8.6       

Agriculture %, yoy 32.4 -9.5 -6.2 -1.1 0.0 4.9 12.7 9.6       

Industry %, yoy 6.0 -5.7 -6.3 6.6 6.9 2.9 1.2 1.1       

Services %, yoy 4.1 -1.3 4.4 -0.1 -2.5 1.4 -0.1 1.4       

Adjustments %, yoy 5.7 -16.5 -0.5 0.8 2.3 0.9 8.1 5.1       

— SHORT TERM BUSINESS STATISTICS                

Industrial production %, yoy 0.7 -18.3 2.0 5.8 3.9 1.3 -2.6 -0.1 -2.9 -2.6 2.0 0.3 1.7  

Industrial turnover %, yoy 13.7 -20.2 14.1 17.2 14.2 6.8 2.0 4.1 -1.7 2.3 8.9 1.2 9.2  

Retail trade turnover %, yoy 8.9 -7.7 -8.4 -1.9 -3.0 -4.3 -3.1 -0.6 -1.4 -1.4 -1.2 0.6 1.3  

Construction output %, yoy 12.2 -14.3 -14.5 -12.9 -11.3 -9.2 -1.7 0.3 1.7 1.6 4.5 -4.6 3.4  

Total business climate balance 38.0 10.2 9.6 14.2 15.2 13.5 11.5 16.9 12.2 15.4 18.2 17.0 18.1 14.8 

Industrial confidence balance 39.9 12.3 13.4 22.4 24.1 21.0 21.3 22.8 21.4 23.2 23.6 21.6 23.5 20.7 

Retail trade confidence balance 41.3 13.5 10.1 17.3 20.2 25.5 10.5 18.1 11.5 13.8 24.1 16.4 17.8 16.1 

Construction confidence balance 40.3 8.5 5.1 2.8 3.9 -1.9 -4.1 4.2 -5.2 3.5 4.5 4.6 6.2 -0.7 

Services confidence balance 28.7 5.1 5.6 5.9 3.8 1.8 8.2 16.4 11.8 13.3 15.1 20.8 19.3 17.3 

— LABOUR MARKET                

Participation rate (15+) level 53.8 53.0 52.0 51.3 51.9 51.5 51.8 52.7       

Employment rate (15+) level 50.8 49.4 46.7 45.6 46.6 45.7 45.1 46.2       

Employment (LFS) %, yoy 3.3 -3.2 -6.2 -3.4 -2.8 -2.3 -1.8 -1.1       

Unemployment rate (LFS) level 5.6 6.8 10.2 11.2 10.2 11.4 12.9 12.3       

Unemployment rate (Employment agency) level 6.3 7.6 9.5 10.1 9.5 10.0 11.4 11.0 11.5 11.4 11.0 10.8 10.8 10.7 
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  2008 2009 2010 2011 Q3'11 Q4'11 Q1'12 Q2'12 III'12 IV'12 V'12 VI'12 VII'12 VIII'12 

Nominal wage %, yoy 26.5 11.8 6.4 9.1 8.6 8.7 8.9 8.4 9.4 7.0 8.6 9.4   

Real wage
2
 %, yoy 13.0 9.1 3.3 5.6 5.3 5.9 6.9 6.5 7.6 4.9 6.6 7.7   

Labor productivity (GDP per employed) %, yoy 3.5 -3.0 5.3 6.2 7.3 2.6 2.6 3.8       

Real ULC (GDP) %, yoy 3.7 8.1 2.7 -3.7 -2.7 8.1 4.6 0.4             

— PRICES                

National index of consumer prices (CPI) %, yoy 12.3 2.8 2.4 4.2 3.9 3.1 2.0 1.6 1.7 1.7 1.7 1.6 3.1 3.9 

Harmonized index of consumer prices (HICP) %, yoy 12.0 2.5 3.0 3.4 3.1 2.5 1.9 1.8 1.7 2.0 1.8 1.6 2.4 3.1 

Domestic producer prices %, yoy 13.3 -4.3 7.2 8.6 7.2 5.5 4.8 4.2 4.6 5.0 4.3 3.3 4.5 7.1 

— CONSOLIDATED FISCAL PROGRAM (CUMMULATIVE)               

Revenue and grants mln BGN 27313 25041 23933 25378 18354 25378 5956 13224 5956 8537 11010 13224 15598 17806 

Total expenses mln BGN 25323 25667 26755 26866 19181 26867 6647 13162 6643 8754 10943 13162 15398 17699 

Contribution to EU budget mln BGN 720 746 670 779 528 779 307 467 307 372 431 467 504 562 

Cash deficit (-) / surplus (+) mln BGN 1990 -626 -2823 -1488 -827 -1488 -691 62 -687 -217 67 62 200 108 

  % of GDP 2.9 -0.9 -4.0 -2.0 -1.1 -2.0 -0.9 0.1 -0.9 -0.3 0.1 0.1 0.3 0.1 

Government and government guaranteed debt mln BGN 10710 10641 11778 12826 11946 12826 13053 12942 13053 13118 13011 12942 14960 14692 

  % of GDP 15.5 15.6 16.7 17.0 15.9 17.0 16.6 16.5 16.8 16.9 16.7 16.7 19.3 18.9 

Fiscal reserve  mln BGN 8382 7673 6012 4999 5071 4999 4531 5062 4531 4921 5047 5062 7081 6914 

  %, yoy 12.5 -8.5 -21.6 -16.9 -24.4 -16.9 -3.6 -1.8 -3.6 5.1 1.2 -1.8 45.1 38.5 

— FINANCIAL SECTOR                

BNB International reserves mln EUR 12713 12919 12977 13349 13051 13349 13192 13866 13192 13388 13548 13866 14963 15049 

Monetary base coverage  % 175.3 195.2 179.8 175.1 180.7 175.1 176.3 177.7 176.3 178.8 181.6 177.7 192.9 192.3 

Coverage of import with FX reserves months 5.4 8.0 7.3 6.3 6.4 6.3 6.1 6.1 6.1 6.1 6.1 6.1 6.6  

Coverage of short-term external debt % 96.5 100.2 115.3 133.8 123.9 133.8 133.6 141.2 133.6 138.2 140.0 141.2 157.5  

Money M1 (Narrow money) %, yoy -4.1 -8.8 0.8 14.4 5.5 14.4 17.2 13.4 17.2 18.0 17.2 13.4 15.5 10.7 

Money M3 (Broad money) %, yoy 8.8 4.2 6.2 12.2 10.3 12.2 10.7 10.2 10.7 11.6 10.9 10.2 10.0 8.8 

Deposits %, yoy 8.8 7.6 6.6 13.2 11.3 13.2 11.0 10.2 11.0 11.9 11.2 10.2 10.0 8.6 

Credit to private sector %, yoy 32.9 3.8 1.1 3.3 2.2 3.3 3.1 4.1 3.1 3.1 3.6 4.1 4.2 3.9 

Credit to non-financial enterprises %, yoy 33.1 2.3 2.4 5.7 4.1 5.7 5.7 6.8 5.7 5.3 6.1 6.8 6.9 6.5 

Credit to households %, yoy 31.4 5.8 -0.8 -0.4 -0.2 -0.4 -1.0 -1.1 -1.0 -0.8 -0.8 -1.1 -1.3 -1.4 
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  2008 2009 2010 2011 Q3'11 Q4'11 Q1'12 Q2'12 III'12 IV'12 V'12 VI'12 VII'12 VIII'12 

Interest rate on short-term loans % 10.9 10.5 8.5 7.4 7.3 7.7 8.3 7.2 8.0 7.8 7.2 6.7 7.5 7.3 

Interest rate on time deposits % 5.6 7.0 5.4 4.8 4.7 4.8 4.6 4.2 4.4 4.2 4.1 4.3 4.1 4.1 

Exchange rate BGN/USD eop 1.39 1.36 1.47 1.51 1.45 1.51 1.46 1.55 1.46 1.48 1.58 1.55 1.59 1.55 

  per. av. 1.34 1.41 1.48 1.41 1.38 1.45 1.49 1.53 1.48 1.49 1.53 1.56 1.59 1.58 

— GROSS EXTERNAL DEBT (GED)                

Gross external debt % of GDP 104.9 108.3 102.7 93.1 94.6 93.1 90.5 90.8 90.5 90.4 89.8 90.8 91.7  

Short term external debt % of GED 35.4 32.1 30.2 27.7 28.7 27.7 27.5 27.2 27.5 27.0 27.1 27.2 26.1  

Intercompany lending % of GED 36.4 38.5 40.4 42.5 41.4 42.5 43.0 42.9 43.0 43.3 43.0 42.9 42.4  

— BALANCE OF PAYMENTS                

Current account mln EUR -8182 -3116 -533 104 992 -792 -553 446 49 -276 -142 123 361  

Current account (moving average) % of GDP -23.1 -8.9 -1.5 0.3 0.1 0.3 -0.7 0.2 -0.7 -1.0 -1.8 -1.6 -1.7  

Trade balance mln EUR -8598 -4174 -2764 -2156 -358 -890 -939 -452 -358 -460 -415 -375 -229  

Trade balance (moving average) % of GDP -24.3 -11.9 -7.7 -5.6 -6.0 -5.6 -7.3 -6.9 -7.1 -7.6 -8.1 -8.7 -8.9  

Export, f.o.b. mln EUR 15204 11699 15561 20264 5389 5164 4625 5344 1723 1630 1868 1767 1864  

  %, yoy 12.5 -23.1 33.0 30.2 22.0 19.7 -2.8 7.9 1.5 1.4 11.3 6.1 0.8  

Import, f.o.b. mln EUR 23802 15873 18325 22420 -5747 -6055 -5565 -5796 -2081 -2089 -2283 -2142 -2093  

  %, yoy -214.7 -33.3 15.4 22.3 24.5 13.1 10.3 4.0 12.6 11.9 22.0 16.6 5.1  

Capital account mln EUR 277 477 291 497 126 306 21 44 6 2 33 9 118  

Financial account mln EUR 11463 1163 -673 -788 -839 867 -45 282 248 182 47 460 504  

Net Foreign Direct Investments mln EUR 6206 2505 977 1577 362 1004 470 650 71 294 -188 138 29  

Net Portfolio Investments mln EUR -731 -619 -635 -354 -236 72 -371 -57 -369 189 -27 -219 1003  

Other Investments – net mln EUR 6032 -704 -990 -1946 -936 -190 -138 507 551 -300 265 542 -524  

Change in BNB reserve assets
3
 mln EUR -674 650 384 -159 -470 -261 176 -639 -510 -182 -112 -344 -985  

Notes: 1. Reference year 2005, seasonally and working day adjusted data; 2. HICP deflated; 3. (-) - increase; (+) - decrease in BNB International Reserves. 
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— FINANCIAL SECTOR SURVEY:  
Resume of the Main Findings 

 Bulgarian financial intermediaries have a positive assess-

ment of the current economic situation, as their expecta-

tions for the short-term economic growth improved. 

Current Economic Situation and expected growth 

 

 According to respondents, declining euro helped local ex-

ports to third party countries. 

 

 

 

 

 Inflation expectations for 2012 were on the increase. 

Inflation expectations 

 

 Interest rates on deposits and to a smaller extent on credits 

are expected to drop toward the end of the third quarter. 

Interest rates expectations 
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— RECENT ECONOMIC DEVELOPMENTS 

Ministry of finance registered a new 

historical minimum for the long-term 

government securities (GS) yield. The 

auction held on September 10 for 7Y 

euro-denominated securities reached a 

weighted average annual yield of 2.91% 

for the approved volume of EUR 30 mln. This is the third 

reopening of this bond, originally issued on 18 January 2012 and 

maturing on 18 January 2019 with a total nominal value after 

this auction of EUR 95 mln. The yield recorded on the first 

auction at the beginning of the year was 4.45% and decreased 

to 4.21% when the bond was reopened in March.  

Another positive indicator of the auction held on September 10 is 

the sizeable narrowing of the spread against the German federal 

bonds which are considered by investors as risk free. The spread 

to the German Federal Bonds with similar maturity is around 210 

bps and it is one of the lowest values registered on the primary 

market in this maturity segment. The yield of the auction is 

lower than the current yield of bonds with similar maturity of 

Slovenia (6.20%), Hungary (6.18%), Croatia (5.78%), Spain 

(5.25%), Italy (4.50%), Turkey (3.50%), etc.  

The auction has again registered great investor interest. The 

submitted bids totaled EUR 110.46 mln, with the bid-to-cover 

ratio being 3.68. This is the highest value of this indicator 

registered for this bond. There was active participation from the 

pension funds, which purchased half of the quantity offered, 

banks  39%, insurance companies - 8%, trusts and guarantee 

funds  3%. 

Record low yield of 3.51% has been 

registered at the auction held on September 

25 for the sale of 10.5Y GS. The yield 

achieved for the same issue at the previous 

auction on August 13 was 4.12%, while at 

its opening on January 9 it was 5.35%. This 

has been the lowest yield for these securities 

since 2005. The spread to the non-risk Bunds was 196 bps; this 

being the lowest value since the beginning of the year for long 

term GS. 

All orders totaled BGN 153.2 mln, while the amount offered and 

approved was BGN 55 mln, corresponding to a coverage 

coefficient of 2.79. The overall nominal value of the issue after 

this auction is BGN 250 mln, which makes it one of the most 

liquid issues on the domestic market during the current issue 

year. The distribution by investor type was as follows: banks  

48%, insurance companies  24%, pension funds  19% and 

other institutional investors  9%. The auction yield was lower 

than the current yield of 10Y government bonds of a number of 

EU Member States, incl. Hungary (7.19%), Romania (6.70%), 

Spain (5.71%), Italy (5.09%), Poland and Lithuania (4.90%), 

Latvia (4.07%).  

Furthermore,  

MF has registered  

the lowest yield in the 

10Y maturity segment  

since 2005 

Ministry of finance 

registered a 2.91% 

yield on 7Y EUR-

denominated GS 
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The yield of the 10.5Y GS is decisive for the formation of the 

long-term interest rate for assessing convergence. According to 

ECB data published on September 12, this indicator for Bulgaria 

was 4.28% as of August, being the lowest level since 2007. 

The auction held confirmed the significant downward yield trend 

on the primary market in the whole segment of the debt curve. 

The great interest of investors reconfirmed that the Bulgarian GS 

are an investment instrument ensuring maximum security level 

during the still on-going euroarea debt crisis. 

The yield of 0.54% achieved on the 2-

year issue at the auction held October 8 

was historically the lowest ever registered 

at an auction for the sale of Bulgarian GS. 

The serious downward trend observed in 

the long term segment of the debt curve found yet another even 

clearer display, the registered drop in the yield on the bond 

maturing on 08.02.2014 was 1.46 pps compared to the auction 

of the same issue in June, when the yield was 2.01%. When the 

issue was launched in February 2012 the yield was 2.36%. 

This is the last planned reopening of the bond in 2012 issue 

year. Its total volume in circulation after yesterday's auction 

reached BGN 140 mln. The volume of orders totalled BGN 123.7 

mln, while the quantity offered and approved for sale was BGN 

30 mln, thus the coverage coefficient being 4.12. The distribution 

by type of investor is as follows: banks - 70%, other institutional 

investors - 17.80% и pension funds - 12.20%.  

This yield is below the current yield of bonds of similar 

characteristics in a number of EU Member States and countries in 

the region: Sweden (0.64%), Ireland (1.32%), Italy (2.20%), 

Slovenia (2.37%), Spain (3.02%), Portugal (3.37%), Poland 

(3.98%), Hungary (6.11%), Turkey (7.41%), etc. Despite the 

exceptionally low yield levels of the considered by investors non-

risk benchmark Bunds, the spread has narrowed to the record 

0.56 pps. These values are well below the value of the 5Y CDS 

indicator, which takes account of the insurance premium against 

insolvency of the issuer, which on its turn shows that in the yield 

achieved at the auction no risk premium has been incorporated.  

  

Latest Government Securities Auction Results 

(mln BGN/EUR) 

 
Additional data on the auction results can be viewed on the site of the 
Bulgarian National Bank, that is a fiscal agent to the government 
www.bnb.bg 
Source: MF 
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Issued Quantity Annual Yield, rhs Bund Spread

original maturity and date of auction 

MF also achieved the 

lowest ever yield on 

2Y GS 

file://minfin-rs1/mf/ИКОНОМИЧЕСКА%20И%20ФИНАНСОВА%20ПОЛИТИКА/Макроикономически%20анализи%20и%20прогнози/private/Mesechni/2012_02/www.bnb.bg
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The nominal value of government debt at 

the end of August amounted to EUR 

6 947.4 mln, including domestic debt of 

EUR 2 395.1 mln and external debt of EUR 

4 552.3 mln. In nominal terms, 

government debt narrowed by EUR 108.8 

mln over the end of the previous month, 

mainly due to a decrease in domestic debt, as well as valuation 

adjustments realized during the month At the end of August the 

government debt-to-GDP ratio was 17.4%. 

Debt currency structure once again posted 

a positive change, as debt denominated in 

BGN continued on the increase in August 

reaching 24%. The debt in EUR, USD and 

other currencies decreased and amounted 

to 60.4, 13.5 and 2.1% respectively. 

 

Government Debt Currency Structure 

(as of 31 August) 

 
Source: MF 

At the end of August, the share of debt 

with fixed interest decreased over July 

and reached 85.2%, while debt with 

floating interest posted an increase of 

14.8%. 

Government Debt Interest Rate Structure 

(as of 31 August) 

 
Source: MF 
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24.04% 
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13.52% 
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60.38% 

Debt in 
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interest 
rates 

85.23% 
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floating 
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14.77% 

Table: Government Debt Amount, mln EUR 

Structure 
31.12. 
2010 

31.12. 
2011 

31.05. 
2012 

30.06. 
2012 

31.07. 
2012 

31.08. 
2012 

Domestic government debt 2 011.5 2 458.3 2 473.5  2 482.9  2 522.5  2395.1 

External government debt 3 373.5 3 487.6 3 593.1 3 554.0 4533.7 4552.3 

Government Debt, total 5 385.0 5 945.9 6 066.5 6 036.9 7056.2 6947.4 

Government Debt /GDP,  % 14.9* 15.3 15.1  15.0  17.7  17.4 

* Due to a technical error, government debt-to-GDP ratio as of 2010 has been changed to 4.9% instead of 14.9% 
in some previous issues of the bulletin. 

Government debt in-

terest rate structure 

provides predictability 

of resources required 

for its servicing 

Stable nominal 

amount of govern-

ment debt is of  

primary significance 

to government finance 

Government debt  

currency structure 

does not generate 

risks associated with 

its servicing 
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Debt in August showed a change. The 

highest relative share belongs to the Lia-

bilities related to global bonds and euro-

denominated bonds issued in international 

capital markets had the largest share in 

debt structure by types of instruments and 

creditors – standing at 37.9%, followed by 

domestic government debt – 34.5%, government investment 

loans – 13.9%, commitments to the World Bank – 10%, the EU 

– 2.7% and the Paris Club – 1.2%. 

 

Government Debt Structure by Creditor 

(as of 31 August) 

 
Source: MF 
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Comprehensive information on Bulgarian Government Debt, including monthly 

bulletins and annual reviews, could be found at the website of Bulgarian Minis-

try of Finance. 

http://www.minfin.bg/en/statistics/?cat=2&from=0&fyear=0&to=0&tyear=0&d

q=&pokaz=0 

Government debt 

portfolio structure is 

another key indicator 

for successful debt 

management policy 

http://www.minfin.bg/en/statistics/?cat=2&from=0&fyear=0&to=0&tyear=0&dq=&pokaz=0
http://www.minfin.bg/en/statistics/?cat=2&from=0&fyear=0&to=0&tyear=0&dq=&pokaz=0

