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EXECUTIVE SUMMARY — BANKING MARKET IN BULGARIA 2008

» Continuous growth of the economy.  The Bulgarian economy keeps growing steady since 2000. The average
GDP growth rate has remained stable during 2000-2007 (in real terms 4 to 6% p.a. ) resulting in doubling of GDP per
capita to almost 3600EUR. The initially high unemployment rate dropped below 7% in 2007. High growth of the
economy together with a tight budget policy of the government resulted in the budget surplus and impressive
reduction of public debt. The major problem that could not be solved so far is persisting inflation and negative current
account balance. Fortunately Bulgaria is increasingly attracting high volumes of new FDI, which is compensating the
negative foreign trade balance

» EU accession and reforms . The long expected accession to EU came true in Jan. 2007. On the way to EU
Bulgaria has done a big effort to comply with various EU requirements and regulations. Moreover, to make the
country competitive and attractive place to invest, the fiscal policy has been recently significantly eased, including
introduction of low corporate tax rate of 10% (effective 2007), and personal income tax flat rate of 10% (effective
2008), making Bulgaria one of the most attractive places to invest in the whole Europe. As the next step the quick
joining of ERM II and adoption of EURO are on agenda

» Banking market growth . Since the year 2001 bankin
rate exceeding 28%. Moreover since 2004 a surge in

rket is developing quickly, with the annual assets growth
*retail and corporate volumes could be observed. Already
in 2005 the Central Bank has addressed acceleratj ending with introduction of penalties on excessive credit
growth. Applied measures proved to be successf contributed to moderating of lending growth. As a side-effect
the unsatisfied demand for loans (especially in corporate sector) moved to other financing forms as: leasing,
corporate bonds or equity markets

 Positive future outlook. Current banking penetration benchmarks (Assets per capita: 3500 EUR, Assets to GDP:
97%) demonstrate that Bulgarian banking market has recently experienced a leap to the league of high growth
markets. In our view the future prospects are still very good, although a decelerating growth rates are expected
starting 2008. In the retail segment we assume further strong growth of mortgage and consumer lending. Also
intensive use of cash is likely to drop and convert into deposits and increased use of payment instruments. In the
corporate business a continued growth of lending is likely to persist, driven by new local investments and FDIs

Intelace Research
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BULGARIA — GENERAL OVERVIEW

Bulgaria - Country Map

G0 100 km
0 BO 100 mi

ROMANIA

*EDF 1A Sliven

Kurdzhali,

Stara Zagora 2
.'L-:'usﬂli _F’| —
*Blagoevgrad v

Bulgaria - Key facts

Area: 111 thousand square kilometer

Population: ~ 7.7 million, of which:
— 51% female, 49% male
— 86% aged 15 and over

— 70% urban population
@ wal growth rate: —0.9%

rage life expectancy
- 69Y male
- 76Y female

jor cities: (inhabitants in million): Sofia
)9), Plovdiv (0.34), Varna (0.31),
argas (0.19), Ruse (0.16)

Membership in major organizations:
- NATO (2004)
- EU (2007)
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BULGARIAN GDP IS GROWING STEADY BUT INFLATION IS STI LL A

PROBLEM
GDP real growth rate Average Inflation

% %

Continuous GDP growth
7.4 6.1 73 7.1
5.8 - 50
6.6 6.5
41 45 50 e 2.3

2001 2002 2003 2004 2005 2006 07Q3* Vl 2002 2003 2004 2005 2006 07Q3*

Accelerati Inflation rate is
. cceleratin 2 .
GDP per caplta Average exchange rate high

EUR EUR/BGN
Fixed exchange rate regime
3.2 3,568 (Currency board system)

196 196 19 196 196 196 1.96
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o 2558 2835

1,925 2,112 2,27

2001 2002 2003 2004 2005 2006 07Q3 2001 2002 2003 2004 2005 2006 07Q3*

* Average for the period Q1-Q3 2007 8
** Compound Annual Growth Rate
Source: BNB, Intelace Research Intelace Research



BULGARIA HAS A QUICKLY GROWING BANKING MARKET

CEE15* banking markets - Size vs. growth matrix, 200  4-2006 -ar‘s);zltsbankmg
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DURING FIRST 10 MONTHS OF 2007 BULGARIAN BANKS RECOR DED
~1.3 BILLION EUR REVENUE AND 493 MILLION EUR NET PROFIT

Commercial banks - Profit and loss accounts, 01/2007-10/ 2007 NON
EUR million ANNUALIZED
1297 ' Cost to .
income ratio
111 = ~46%
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_ A
284 65 [
902 : :
@ 311
V 154 $
Share of 545 493 §
interest [ 52 1. i
revenue is ,§
high (70%) 5
| |
Net Net Other Total net  Wages D.ep.re- Admini- Costs of Profit Taxes & Net
interest fees&  revenue  banking and ciation stration bad before extra- profit
Income  commi- revenue social & other loans tax ordinary

ssions benefits operating (net result
costs reserves)

oo O D O @ G & @ @ @ @ @GO

NBR
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NOTES ON METHODOLOGY

Estimates and Forecasts:

In some cases, recent or verified data was not available. Therefore, necessary short-term estimations
have been done to fill the gaps. Estimates have been always indicated with the letter “E”

Forecasts presented in the report have been marked with the letter “F’. When preparing forecasts we
have built models using various factors including: latest observed trends, available forecasts of main
economic indicators, seasonal changes observed in the past and other specific data considered
important.

Multiple sources:

In some cases multiple sources of similar data exist. In this situation we try to select the most
appropriate one /in our view/. The source is indicated in the footer area of each slide. Nevertheless in
specific cases, before interpreting the data it is recommended to get a good understanding on the
methodology of data collection.

FX rates:

As a general rule all balances like: assets, deposits, loans etc. have been converted from the local
currency into Euro using end of year_ exchange rate

All results achieved during a period of time like: profits, revenues, new sales etc. have been converted
from the local currency into Euro using average exchange rate

Exchange rates used in the report: 1IEUR = 1.9558BGN

Intelace Research
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ABOUT INTELACE RESEARCH AND THIS REPORT

About this report

This report has been prepared using publicly
available sources including: financial reports, press
publications, industry magazines, directories,
financial databases and expert interviews.

Views presented in this report reflect solely
independent and unbiased opinion of Intelace
Research and the author.

All due care has been taken in the production of
this report, however Intelace Research does not
accept any responsibility or liability for any
omissions or inaccuracies of the information
contained in this publication.

This report is copyrighted. Any distribution, storage,
replication and usage is restricted.

In case of any doubt please contact us at:

info@Intelace.com
or
marcin _mazurek@intelace.com

About Intelace Research

Intelace Research is an independent and privately
owned research firm based in the heart of Eastern
Europe in Warsaw / Poland.

Intelace Research is specializing in value-added
research services and tailored business intelligence
solutions.

We serve clients in the financial services sector :
* International banks present in Poland and CEE
 Top international strategy consultants

» Asset managers

* Insurance companies

The lead researcher and founder of Intelace
Research is Marcin Mazurek.

Our contact details: Intelace Research
Stryjenskich 13c, 02-791 Warszawa, Poland

Tel. +48 50 251 21 78, Fax. +48 22 408 66 20
mail: info@Intelace.com url: www.Intelace.com
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OUR RECENT PUBLICATIONS

Major Banks in
Central and Eastern
Eurcpe 2004

Available

 June 2006 - Insurance market in Poland

» July 2006 - TOP 200 Banks in CEE

» August 2006 - Mortgage market in Poland

» September 2006 - Banking market in Poland - 2006 mid
year update

» October 2006 - Banking market in Ukraine

» December 2006 - Banking market in Bulgaria

« January 2007 - Banking market in Romania

e February 2007 - Mortgage market in Poland "07

 April 2007 - Banking market in Serbia "07

» May 2007 - Banking market in the Baltics’07

» October 2007 - Banking market in Poland 07, Update H1
» October 2007 - Cooperative banking sector in Poland

To be published soon

» Feb 2008 - Banking market in Romania '08
 April 2008 - Banking market in Poland ‘08

Intelace
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BANKS MENTIONED IN THE REPORT

UNICREDIT BULBANK

DSK BANK

RAIFFEISENBANK (BULGARIA)
UNITED BULGARIAN BANK

FIRST INVESTMENT BANK
BULGARIAN POST BANK

PIRAEUS BANK BULGARIA

SOCIETE GENERALE EXPRESSBANK
ECONOMIC AND INVESTMENT BANK
CENTRAL COOPERATIVE BANK
CORPORATE COMMERCIAL BANK
ALLIANZ-BULGARIA COMMERCIAL BANK

YHUKPEOWUT BYNBAHK

BAHKA [1ICK

PANOANIEHBAHK (BBIITAPUS)

OBEANHEHA BBbJITAPCKA BAHKA

NMbPBA MHBECTULIMOHHA BAHKA
BEbJ/ITAPCKA MOLLEHCKA BAHKA

BAHKA MNMMPEOC BBJTTAPUA

COCKMETE XEHEPAI EKCMNPECBAHK
CTOMNAHCKA N MHBECTULMOHHA BAHKA
LEHTPANHA KOOIMNMEPATUBHA BAHKA
KOPMNOPATVBHA TbPIOBCKA BAHKA
TBbPIrOBCKA BAHKA AITMAHLL BBJTTAPUA
031 BAHK AKTUBW NMACKBW KATTUTAI MEYANBA U 3ATYBA
BEbJ/ITAPO-AMEPVKAHCKA KPEOWTHA BAHKA
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